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Congress debates wrong issue

A new bill to allow U.S. electrical utilities to diversify avoids
the prime problem of the nation’s energy needs.

The backbone of the industrial
economy of the United States, the
publicly owned electric utilities, are
indisputably in the most severe fi-
nancial crisis since the Great
Depression of the 1930s. Congress
plans to hold hearings on legisla-
tion recently introduced to address
this crisis. The House bill of Repub-
lican Tom Corcoran of Illinois,
H.R.5220, the Utility Financial Re-
form Act of 1982, seeks to amend
the Public Utility Holding compa-
ny Act of 1935.

Hearings on the bill, supported
by parallel Senate legislation intro-
duced by New York Sen. Al
D’Amato, will begin on April 27.
The intent of the Corcoran bill, ac-
cording to Reid & Priest, the law
firm representing a group of 35
electric utilities working with the
Illinois Republican for passage of
the change, would allow utilities to
diversify out of the business of pro-
viding electric power for running
the nation’s industry, farms, and
homes. This could permit them to
become pure speculative holding
companies which, in theory, would
be able to buy anything from real
estate and Atlantic City casinos to
oil wells or coal mines.

The argument from the indus-
try, headed by Duke Power Com-
pany, is that the severe drop in book
value of utility stocks, lowered
bond ratings, and resultant higher
interest rates, have jeopardized ma-
jor portions of the industry. This is
certainly true. The problem is the

proposed cure.

The move began about a year
ago, when the so-called Duke
Group, which also includes some of
the most important U.S. utilities,
LILCO in New York, Pacific Light
and PG&E in California among
them, began fishing for some ave-
nue of relief from the collapsing
economy. In October, the Duke
Group had Représentative Corcor-
an behind the proposal to amend
the 1935 legislation. I explained the
implications with several Wall
Street investment houses which
deal with utilities as well as the
utility industry.

At this point, the Edison Elec-
tric Institute, the official lobbying
group of private utilities, is fully
behind the Corcoranbill, according
to Douglas Bauer, a top official of
their finance group. Bauer told me
that the concerns about buying ca-
sinos and the like were “‘excessive.”
As early as last October, Bauer told
a meeting in New York co-spon-
sored by EEI that even if the eco-
nomic health of electric utilities im-
proved, diversification would *‘re-
main an important strategic alter-
native.”

It seems that John Shad, head of
the Securities Exchange Commis-
sion, agrees. Or so he said in a
December letter to New York Sen-
ator D’Amato urging repeal of the
1935 act as no longer being neces-
sary. Shad, who came from the An-
glo-American Wall Street firm
E. F. Hutton, evidently leans to the

so-called free-enterprise approach.

The whole enterprise is con-
temptible. At the time when Duke
and the other members of Edison
Electric Institute are cancelling nu-~
clear projects under construction,
destroying the future basis of the
economy to sustain real economic
growth, they are running behind a
move to transform one of the few
remaining industrial self-interest
groups—kept so by regulation—
into the mainstream of what is
called monetarism. This is one rea-
son we have not yet had a full-
blown political movement in this
country, led from the board rooms
of the Fortune 500 corporations, to
hang Paul Volcker. Now clever
whiz-kids like Shad, Bauer, Duke
Power, and others are rushing to
follow U.S. Steel, Du Pont, Pan
Am, International Harvester, and
Chrysler over the monetarist cliff.
Paper profits are of little value to an
economy when its electric power
infrastructure collapses.

Ironically, for a change, Wall
Street analysts had a keener sense of
reality in this issue than many of the
utilities. The Eaton Vance Tax-
Managed Trust in Boston notedthe
fact that this is ““the worst time to
do this . .. this is a hotly debated
issue.”’ Merrill Lynch noted that the
move is “‘not a fundamental solu-
tion to anything.”

And this gets to the heart of the
matter. If those utilities would
spend their dollars fighting for
every nuclear plant, and for the po-
litical back-up from Congress and
the Reagan administration, instead
of hiring firms like Reid & Priest to
pass legislation allowing them to
phase out of electric power supply
to the nation, we would have politi-
cal muscle against the wrecking op-
erations of Paul Adolph Volcker.
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Finally, a magazine that brings the science of progress
to America’s children

The Young Scientist

How does fusion energy work? I want my family to talk about science.
Enclosed is:
Why are the Saturn results important?
Y . O $8for 1 year of The Young Scientist (5 issues)
What is recombinant DNA? O $25 for a 1-year membership in The Young Scientist
The Young Scientist answers questions like this in Club  (includes books, special meetings and trips)

every issue—and has puzzles and experiments, stories .

of scyientists and thei?discoveries, li)nterviews, inven- Charge my purchase to: .

tions, and photographic tours of the nation’s leading L) MasterCharge U Visa

scientific labs, museums, and high-technology in- Card # Exp. date

dustries.
Published bimonthly (monthly beginning fall 1981) Signature

by the Fusion Energy Foundation, The Young Scien-

tist is part of a nationwide campaign to reverse the col- Name

lapse of American education. Address

Parents: Subscribe to the magazine that you'll wish

you could have read as a child. State Zip

Students: Read The Young Scientist and learn what Make checks payable to Fusion Energy Foundation, Suite
you need to help make America’s future. 2404, 888 Seventh Avenue, New York, N.Y. 10019

Endorsed by Leaders in Education, Science, and Industry

‘““l want to congratulate you for having introduced this magazine....There is nothing more important these days
than to confront the young mind with the scientific and technical challenges of our time in hope of a better future.’’

Dr. Friedwardt Winterberg, Professor of Physics, University of Nevada, Winner of the Hermann Oberth-Wernher von Braun

aeronautics gold medal, 1979. ¢ Dr. Frederick Tappert, Professor of Physics, University of Florida. ® Dr. Joseph R. Dietrich, Chief

Scientist (retired), Combustion Engineering Company. ® Dr. Charles F. Bonilla, Professor Emeritus of Chemical, and Nuclear

Engineering, Columbia University. ¢ R. Thomas Sawyer, Founding Member, Gas Turbine Division, American Society of Mechanical

Engineers. ® Dr. Roy Hudson, Scientific Liaison, Manager, The Upjohn Company, Past President, Hampton Institute.
Affiliations are listed for identification purposes only.



