
L. M. GIANNINI 
Three Hundred Montgomery Street 

San Francisco - 4 

June 18, 194-7 

Honorable Charles ¥• Tobey 
United States Senator 
Senate Of f ice Bui ld ing 
Washington, D. C. 

Dear Senator Tobey: 

I have j u s t received a t ransc r i p t of the hearing before 
your committee on June l l o n S , 829, as t ranscr ibed by the Alderson 
Reporting Company. Inasmuch as i t contains some mater ia l i n pur-
ported response to my telegram to you which you were good enough to 
read i n to the record, i t appears tha t an added statement i s neces-
sary to center a t ten t ion on the issues ra ised by my telegram and 
the al together inadequate answers of Mr. Eccles and Mr. Townsend 
t o a spec i f i c i nqu i ry . As I w i l l not w i l l i n g l y be responsible f o r 
a l lowing others possibly to mislead the committee concerning any 
issues tha t I might have ra ised, I f i n d i t necessary to c l a r i f y 
the record. 

The t ransc r ip t shows tha t Senator Robertson inquired of 
Mr. Eccles concerning the charge made i n my telegram to you tha t 
the language of the Public U t i l i t y Holding Company Act was not f o l -
lowed, and Mr. Eccles asked Mr. Townsend to answer. Mr. Townsend 
answered from the viewpoint of one who had had considerable exper-
ience under the Secur i t ies and Exchange Commission i n the appl ica-
t i o n of the d e f i n i t i o n contained i n the Public U t i l i t y Holding 
Company Act ; but h is answer, f o r the benef i t of your committee, 
deal t w i t h only ha l f of the d e f i n i t i o n contained i n the Public 
U t i l i t y Holding Company Act and i n the Bank Holding Company Act . 
Had he refer red to the second ha l f of the d e f i n i t i o n i n each i n -
stance he would have found tha t the Public U t i l i t y Holding Company 
Act says tha t a holding c o m p a n y i s "(B) a n y person which the Com-
mission determines, a f t e r not ice and opportunity f o r hearing, 
d i r e c t l y or i n d i r e c t l y to exercise (e i ther alone or pursuant to an 
arrangement or understanding w i t h one or more other persons) such a 
con t ro l l i ng inf luence over the management or po l i c ies of any pub l ic -
u t i l i t y or holding company as to make i t necessary or appropriate, 
etc.11 Then, had he turned to the second ha l f of the d e f i n i t i o n of 
a bank holding company i n the b i l l which he i s reputed to have 
draf ted f o r the Federal Reserve Board, he would have found tha t i t 
defines a bank holding company as being *any compaqy which the 
Board determines, a f t e r not ice and opportunity f o r hearing, d i r e c t l y 
or i n d i r e c t l y exercises (e i ther alone or pursuant to an arrangement 
or understanding w i t h one or more other persons) such a con t ro l l i ng 
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inf luence over the management or po l i c ies of two or more banks 
as to make i t necessary or appropr iate, e t c . " Tou w i l l not ice 
tha t i n t h i s d e f i n i t i o n "person" becomes "company." You w i l l 
a lso not ice tha t a person who holds a con t ro l l i ng inf luence 
over a holding company under the Public U t i l i t y Holding Company 
Act i s l ikewise a holding company, but under the Eccles-Townsend 
vers ion a person can exercise a con t ro l l i ng inf luence over the 
management of a bank holding company and w i l l not himself be a 
holding company. At l eas t , tha t i s the way i t appears to me. 

I t would seem tha t t h i s gives some pertinency to the 
suggestion i n my telegrams to you r e l a t i n g to the c losely held 
vot ing shares of the F i r s t Securi ty Corporation of Ogden, Utah, 
and of Mr. Eccles* in te res t i n the Eccles Investment Company and 
the several other companies mentioned i n my telegram. 

I t has been my experience w i t h lawyers tha t when they 
do a job of l ega l d ra f t i ng using some ex is t ing law as a guide, 
they have some reason f o r such di f ferences as might appear be-
tween the guide and t h e i r f in ished product* Why Mr. Townsend 
i n t h i s instance, when spec i f i ca l l y cal led upon by Senator 
Robertson t o expla in the changes refer red to i n my telegrajn, 
contented himself w i t h an explanation that d id not explain and 
covered a t most only ha l f the c r i t i c i z e d d e f i n i t i o n whi le pur-
por t ing on i t s face to give a f u l l explanation, I leave t o Mr. 
Townsend and Mr. Eccles. To me the explanation smacks of a 
del iberate deception and I am not w i l l i n g to share any of the 
respons ib i l i t y f o r i t . 

I am enclosing a copy of t h i s l e t t e r f o r Senator 
Robertson because of h is inqu i ry a t the hearing on June 11. 

I t r u s t tha t I have not unduly presumed on your patience, 
and again w i t h sentiments of high esteem, I am 

Sincerely yours, 

(Signed) L . M. Giannini 
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