
My dear Senator: 

In aoeardli;,'r2ce vrj-i;I-i p o u  rreq.?est o f  this mornir;~, 1 -:mi5i?z; do 
express qv d e k ~ s  regardirg Cue Solddiw Con?%?y 3ilL as iQpass-.d ;i;lze 
:Isuse, n,is is to he .I;%kcn norely as an ex;aressien of my indi ;";c?;zal 
.oriavs on the ad-sninistrative feak~res of this XI.1 and i s  1.n 20 zence 
i~tended to bc expression o f  azinion regardive the 3eg:slrtivc 
~ o i i q  In3iieit in thg drafS ~acsed by e i t h e r  b r a ~ c k  of C O P - ~ ~ ~ S S ,  

As you b - c ~ r s ,  the b i l l  xmic'ri passed the Sh:n;lte a_rd the IXousc 3iLZ 
propose to give ocr Gomission a trarle% of h t i e s  and confer, evan 
apart  from Section 11, wide ?ovters of discretior, ir i  t h e  ad~inistration 
of this Act, Those EiiZls, a-iror? aYner thir43s, r c q ~ i r e  us t o  rcqlsA;cr 
h o l d i ~ g  camym~iec, to regulate all nccurit3; transactions, 71ri2;k po-xer 
to s:~l;ervise evex: the uxkdemitini;; arrangements. In addri."zinx:, tho 
Comission is to regulate the acquisition of all cecurities a 5  c~pi- 
kal asc;etcj of' eosnpmles suS$ec-i; +Lo the ;kc$, 

Thcsc datie:: while ecomlouz caP; Se dirci~arged, I believe, --.sit?-. 
reasonable eff ieicney,  by n braised r ~ ~ d  cm~petent personnel ;  bu% tke 
burden cask up03 us by Pectior II of the Pcuse 23121 ic; sinply s"i.;ger- 

n n g  I ~ a r n ~ t  be  too vchemeat in u r z i ~ ~  uiron you my L ~ ~ l i n :  tkalf; this 
Saczion, as norit dravm, is most ~~Aforbm:itc, 1 urga %y o"6.ijectio~s fo 
khis Section upoii txo =r~mds, 210 f i r s t  is siinply the liz7;i-i;atisns on 
hr~ur~nn c q a e i w  zo achieve r e s u l t s ,  Tre second oSJocSior, Zs based cpar, 
my conception of vdrat Is wisdo~ i,r: s o v s r m u n t ,  

The task with vrkich the Gomission i~ eclnfrsnted under Section 11 
of the House 13111 is that of de-t;er,iai:~g 7.rkezh8r it is "rrecessaq. in 
the  public Lntere,c"ct ko limit t':c operatio~s of a holding corr,p&~y sys- 
tm 71;a a single '?jntegrra.todfi publie-u.tiliw systerl, If %he Gohwiissiozr 
finds -that such limitakion is 1x5 zccessary i t  is the2 u_zdex- a cf3.f;S. t o  
require lirnitatiar, to "such n~mbcr of in"i;.;rr,S;cd public-utj.lie s;"si;i:xs 
as it finds may be included in cb~ch  holdilly corrpwiy systcw cons; sto:.tly 
vr5.W; t;nc pvblic i n t e r e s t f t .  

The ~ h r a s e  "publ5e interestf' is no% defir:ec! in the f.lor\sc Bill, 
Thus this bill furnishe~ no uffcctive s" idd& t o  guide %he Comissior: 
in the mmentous decisions it m u z t  nakc a:. to -thicIa of t h e  Iloldir; 
Cm~acy systems are to bc 5roken un, a~ld ho-sf such process  ii; to bcs 
offcctod,  1 do not belicvc it iz fair o r  praot lcak  t o  expect any f ive  
mcn t o  shs~ldcr "the grave  recr~csnsibi21Q for deciding .Erl?J,ch of these 
sys.i;;ms are to "o creorgm9zsh =:St i nko  what x i z a  m d  ck,arao.i;er the 
u l t i n a t e  zroupings shall evolrre, 

The abinietrative b*~rdcn i?lrrolved in "c;?e duties regalired ~nder 
Section II .;rill just bc 07~er:nihelxiw~ no matkcr *.at thc qprozriation, 



no maLter t h e  s i z e  o r  the teehniea l  e q u i p s n t  of the s t a f f ,  

";"he second re&s,sorr b-y far 42% norc: Lq~ortasiS, one i s  ~y s t rong  
eonvickion .that it i s  m-i; a wise yol iey t o  vos9; in a3ligr one g r o q  af =en 
the trw.cndous r a s p o n s i b i l i Q  involved i n  t h i s  g r a n t  of power, 66r- 
t s i z l y ,  %his i s  t r u e  %?less S U C ~  2 grant  i s  hedged wi th  2 rce i se  ~ v l d  
d e f i ~ ~ e d  stand2rds so% up by t h e  C o x r s s s  i t se l . f r  

T. kcve m appree ia t lon  of C,l.be g r e a t  fiead ir, o?zr moder?., life of 
f l b x i b l e  l anguqo  i n  s-l;atutos, s o  t11at t h e  a&?ini s t r a t i o x  of  t h e  lavr 
may be respozsixire t o  rzn m e r e L a z ; i ~  e x i s t e ~ c o ,  Both b i l l s  v ~ s c 2 ~ v o n -  
%&in gr .mts  of d i s c r e t i o ~ s r g r  r - a ~ e r  over t h e  de t a i l s  o f  h~lmi;r, t in,  

; t n tu t eo  R i c  d f s c r c t f o n  49 des i r ab le  i n  order  t o  n t t % i r ,  a prae- 
t ical .  mri e f f i c i e n t  zt&iinistr?";ion, But so  f a r  as tihe .k-ILa1 decis ions 
as t o  the, s i z e  ;-d charactor  of ";he T o l d i r ~  C o x p k ~  systems of 
ilrttrrc are concer:icd, vrhieli decis ions will affecr.  %ha i n b r c s t s  of 
milli.onr; of people, i nves to r s  and tl:o eens t~qi rg  pub l i c  alSkc, I do not  
be l ieve  tha% aTg Gamiss ion  sh0xLd b6 ~ 4 ~ 8 x 3  u r f e t t e r e d  d5scretLan t o  
deeide o?*tters  of such t rw-seexdezt  fr??crtw.cr. 

It i a  a l s o  mj opinion tPAc,rct from an . -%zinisSr3tiyso poict of vim%- 
Section 13 of t h c  Housc F i l l  i s  oFen t o  serioas abJoction. The corn- 
p n r ~ b l e  s e c 3 o n  ir, kho Scn~-t;c B i l l  lrns very efcf ini tc  and e x p l i c i t  t a  
t h e  o f f e e t  chat inGra -systen ser-rice t r ~ ? s a e t i o n s  should be on a c a s t  
or rnertual bas i s ,  " f c  a d n n i n i s t r ~ l i o ~ z  of szeh a 1:-vr i n ~ ~ o l v c s  no grca t  
burdone Saet icn 15 of ~ L L G  Rouse h i l l ,  ho~arcver, ~ . ~ h i f o  irtcmding doubt- 
loss "c rreaeh :a similar resu lk  provides Vx- t  p r o f i t s  m y  bc rcaiizcd 
In intor-compa?l:i trnns?c.1;9cr,sr Tho ?iangu:~~.c of' h;cci;ia;2 15 SOGFS t o  
i zd i ca t e  t h a t  ow- Cosmissiur 5 s  rcquSrerE t o  prrsr: on i~tcr-con~ciany scr -  
vice cont rce ts  ts bctormina Y;.?rc-i;i:tr t h o i r  %crr;s w o  f u i r  and i ~ * ? o f w  
Mo a ~ r o ~ ~ s 0 n ~ r b l . e  p r o f i t ,  It ,zpr;or*rs to no "c~t %his  t a s k  which w i l l  
devolve upon the  Gom~isc-lon w i l l  bi sn  i ~ ~ r ; s s i t l e  o m e  Thcro is no 
objoct iao stcndard as to what is n f z i r  r s ~ d  roasonzblo p r o f i t ,  Thcro 
are not comgarr,blc: procedc:its on which tho Comissior ,  m y  relye As  
YOU knw, mast of t h e  I ~ r g a  koldlng oompc~nics ~ C ~ V G  an elahorr..te syetom 
of serv ice  cont rzc ts  and tl-ic csnpacios fur2 is%inf  t h e  se rv i ecs  - re  
merely corpor-to s h e l l s  cont ro l led  by t h e  group dominating t h e  hold- 
ing cQnrpany system, These sc rv i ec  ocnpanius hcvo l i t t f c  c ~ p i t a l  md 
n o r m l l y  t h c r c  i s  a eonplota  absonec of armffnrs l cng th  deal ing,  A l l  
t he se  f a c t o r s  prompt mo t o  urgc very s t rong ly  t h e  u n d ~ s i r a b l i Z i t y  of 
r e t a in ing  tho  laqguagc of  thhc House E i l f  i n  these sec t ions ,  



Or,@ further thought oocurs to me in corn-ection wikh %he attaimerit 
of t h e  staGutory objec t ives ,  to-wiC: the si~nplification of holding 
com~fsny si;ri~ctares. The Senate Fill providas mchL~,r,~ry vzhere'b-f vo luntary  
reorganiza%io2s m d  simplifications c a ~  be attained under the eon%roZ 

sslon* The Xouse Bill has no such provisione This omis- 
sion is t m f o r t u t e  because it appears to me t o  be highly d e s i r a b l e  
that efficient and expeditious ~achFnle~y be mde atreallable In order  t o  
f a c i l i t a t e  t h e  voluntary si~llfioation of  tho corporate s t r u c t u r e s  of 
holding campanlsse 

I sure that; i f  the mchinesy f o r  vofmtar:; reorganizations tvers 
enacted into la.@ s y s t e m  proap",iy span gassaga of the B i l l  tvould 
proceed to simplls"yi~- t n o i r  organiza"";icr,s or, %heir 0%%2 iaikiative 
mdes t h e  Com&5ssior,?s d l r e e k i o ~ ~  This shot\lcl have a beneficial effect 
upor, tho investors whase amieties vmuld thercby be resolvedr it 
should be sedv%q%agsous do the companies thenselves ~vhose gcrnancni; 
sta%us will ?;kcreb;~ %Ire soscer "cr 6etomi;-.,edo 

Tho Gom&ssion hvl3.i be prepared at o later dake, if roq~<;l-sted, to 
furnish specifi~ re@oxm.e~;&tio~s affocting the a d n i n i s t r a t i v e  p rob low 
of the proposed logislation, 

1C 

Joseph F, Kennedy, 
Ghlcbir~lsen 

Eonorable Burton K, vdheclcr, C h n i r m ,  
Senate Co~~ittoe or! Ic torsda te  Conqesce, 
:;ashls,gton, Dc Gls 


