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[CHAPTER 687.]
AN ACT

To provide for control and regulation of public-utility holding companies, and
for other purposes.

Be it enacted by the Senate and House of Representatives of the

United States of America in Congress assembled, That this Act may

be cited as the “ Public Utility Act of 19357,

COMPANIES

NECESSITY FOR CONTROL OF IIOLDING COMPANIES

Secrion 1. (a) Public-utility holding companies and their sub-
sidiary companies are affected with a national public interest in
that, among other things, (1) their securities are widely marketed
and distributed by means of the mails and instrumentalities of inter-
state commerce and are sold to a large number of investors in dif-
ferent States; (2) their service, sales, construction, and other con-
tracts and arrangements are often made and performed by means of
the mails and instrumentalities of interstate commerce; (3) their
subsidiary public-utility companies often sell and transport gas and
electric energy by the use of means and instrumentalities of inter-
state commerce; (4) their practices in respect of and control over
subsidiary companies often materially affect the interstate commerce
in which those companies engage; (5) their activities extending over
many States are not susceptible of effective control by any State
and make difficult, if not 1mpossible, effective State regulation of
public-utility companies.

(b) Upon the basis of facts disclosed by the reports of the Federal
Trade Commission made pursuant to S. Res. 83 (Seventieth Con-
gress, first session), the reports of the Committee on Interstate and
Foreign Commerce, House of Representatives, made pursuant to
H. Res. 59 (Seventy-second Congress, first session) and H. J. Res.
572 (Seventy-second Congress, second session) and otherwise dis-
closed and ascertained, it 1s hereby declared that the national public
interest, the interest of investors in the securities of holding com-
panies and their subsidiary companies and affiliates, and the interest
of consumers of electric energy and natural and manufactured gas,
are or may be adversely affected—

(1) when such investors cannot obtain the information neces-
sary to appraise the financial position or earning power of the
issuers, because of the absence of uniform standard accounts; when
such securities are issued without the approval or consent of the
States having jurisdiction over subsidiary public-utility com-
panies; when such securities are issued upon the basis of fictitious
or unsound asset values having no fair relation to the sums invested
in or the earning capacity of the properties and upon the basis
of paper profits from intercompany transactions, or in anticipa-
tion of excessive revenues from subsidiary public-utility com-
panies; when such securities are issued by a subsidiary public-
utility company under circumstances which subject such company
to the burden of supporting an overcapitalized structure and tend
to prevent voluntary rate reductions;

(2) when subsidiary public-utility companies are subjected to
excessive charges for services, construction work, equipment, and
materials, or enter into transactions in which evils result from an
absence of arm’s-length bargaining or from restraint of free and
independent competition; when service, management, construction,
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and other contracts involve the allocation of charges among sub-
sidiary public-utility companies in different States so as to present

bl 4: - : .
problems of regulation which cannot be dealt with effectively by

the States;

(8) when control of subsidiary public-utility companies affects
the accounting practices and rate, dividend, and other policies of
such companies so as to complicate and obstruct State regulation
of such companies, or when control of such companies is exerted
through disproportionately small investment;

(4) when the growth and extension of holding companies bears
no relation to economy of management and operation or the
integration and coordination of related operating properties; or

(5) when in any other respect there is lack of economy of
management and operation of public-utility companies or lack of
efficiency and adequacy of service rendered by such companies, or
lack of effective public regulation, or lack of economies in the
raising of capital.

(c) When abuses of the character above enumerated become per-
sistent and wide-spread the holding company becomes an agency
which, unless regulated, is injurious to investors, consumers, and the
general public; and it is hereby declared to be the policy of this title,
1n accordance with which policy all the provisions of this title shall
be interpreted, to meet the problems and eliminate the evils as enu-
merated in this section, connected with public-utility holding com-

anies which are engaged in interstate commerce or in activities

which directly affect or burden interstate commerce; and for the
purpose of effectuating such policy to compel the simplification of
public-utility holding-company systems and the elimination there-
from of properties detrimental to the proper functioning of such
systems, and to provide as soon as practicable for the elimination
of public-utility holding companies except as otherwise expressly
provided in this title.

DEFINITIONS

Sec. 2. (a) When used in this title, unless the context otherwise

requires—

1) “Person ” means an individual or company.

2) « Compani ” means a corporation, a partnership, an associa-
tion, a joint-stock company, a business trust, or an organized group
of persons, whether incorporated or not; or any receiver, trustee, or
oth}elr liquidating agent of any of the foregoing in his capacity as
such.

(3) “ZElectric utility company ” means any company which owns
or operates facilities used for the generation, transmission, or dis-
tribution of electric energy for sale, other than sale to tenants or
employees of the company operating such facilities for their own use
and not for resale. The Commission, upon application, shall by
order declare a company operating any such facilities not to be an
electric utility company if the Commission finds that (A) such
company is primarily engaged in one or more businesses other than
the business of an electric utility company, and by reason of
the small amount of electric energy sold by such company it is not
necessary in the public interest or for the protection of investors
or consumers that such company be considered an electric utility
company for the purposes of this title, or (B) such company is
one operating within a single State, and substantially all of its
outstanding securities are owned directly or indirectly by another
company to which such operating company sells or furnishes
electric energy which it generates; such other company uses and
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SHORT TITLE

Skc. 83. This title may be cited as the “ Public Utility Holding
Company Act of 1935 7,

TITLE IT-AMENDMENTS TO FEDERAL WATER POWER
ACT

Sectron 201. Section 8 of the Federal Water Power Act, as
amended, is amended to read as follows:

“Src. 3. The words defined in this section shall have the follow-
ing meanings for purposes of this Act, to wit:

“(1) ¢ public lands ” means such lands and interest in lands owned
by the United States as are subject to private appropriation and
disposal under public land laws. It shall not include ¢ reservations’,
as hereinafter defined;

“(2) ‘reservations’ means national forests, tribal lands embraced
within Indian reservations, military reservations, and other lands
and interests in lands owned by the United States, and withdrawn,
reserved, or withheld from private appropriation and disposal under
the public land laws; also lands and interests in lands acquired
and held for any public purposes; but shall not include national
monuments or national parks;

“(8) ‘corporation’ means any corporation, joint-stock company,
partnership, association, business trust, organized group of persons,
whether incorporated or not, or a receiver or receivers, trustee or
trustees of any of the foregoing. It shall not include ¢ municipali-
ties’ as hereinafter defined;

“(4) ¢person’ means an individual or a corporation;

“(5) ¢licensee’ means any pevson, State, or municipality licensed
under the provisions of section 4 of this Act, and any assignee or
successor in interest thereof;

“(6) ¢State’ means a State admitted to the Union, the District
of Columbia, and any organized Territory of the United States;

“(7) ‘municipality’ means a city, county, irrigation district,
drainage district, or other political subdivision or agency of a State
competent under the laws thereof to carry on the business of develop-
ing, transmitting, utilizing, or distributing power;

‘(8) ‘navigable waters’ means those parts of streams or other
bodies of water over which Congress has jurisdiction under its
authority to regulate commerce with foreign nations and among
the several States, and which either in their natural or improved con-
dition notwithstanding interruptions between the navigable parts of
such streams or waters by falls, shallows, or rapids compelling land
carriage, are used or suitable for use for the transportation of per-
sons or property in interstate or foreign commerce, including therein
all such interrupting falls, shallows, or rapids, together with such
other parts of streams as shall have been authorized by Congress
for improvement by the United States or shall have been recom-
mended to Congress for such improvement after investigation under
its authority;

“{9) ‘municipal purposes’ means and includes all purposes within
municipal powers as defined by the constitution or laws of the State
or by the charter of the municipality;

“(10) ¢Government dam’ means a dam or other work constructed
or owned by the United States for Government purposes with or
without contribution from others;

“(11) ¢project’ means complete unit of improvement or develop-
ment, consisting of a power house, all water conduits, all dams and
appurtenant works and structures (including navigation structures)
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which are a part of said unit, and all storage, diverting, or forebay
reservoirs directly connected therewith, the primary line or lines
transmitting power therefrom to the point of junction with the dis-
tribution system or with the interconnected primary transmission
system, all miscellaneous structures used and useful in connection
with said unit or any part thereof, and all water-rights, rights-of-
way, ditches, dams, reservoirs, lands, or interest in lands the use
and occupancy of which are necessary or appropriate in the main-
tenance and operation of such unit;

“(12) ‘project works’ means the physical structures of a project;

“(13) ‘net investment’ in a project means the actual legitimate
original cost thereof as defined and interpreted in the ‘classifica-
tion of investment in road and equipment of steam roads, issue of
1914, Interstate Commerce Commission’, plus similar costs of
additions thereto and betterments thereof, minus the sum of the
following items properly allocated thereto, if and to the extent that
such items have been accumulated during the period of the license
from earnings in excess of a fair return on such investment: (a)
Unappropriated surplus, (b) aggregate credit balances of current
depreciation accounts, and (c) aggregate appropriations of surplus
or income held in amortization, sinking fund, or similar reserves, or
expended for additions or betterments or used for the purposes for
which such reserves were created. The term ‘cost’ shall include,
insofar as applicable, the elements thereof prescribed in said classi-
fication, but shall not include expenditures from funds obtained
through donations by States, municipalities, individuals, or others,
and said classification of investment of the Interstate Commerce
Commission shall insofar as applicable be published and promulgated
as a part of the rules and regulations of the Commission;

“(14) ‘Commission’ and ‘Commissioner’ means the Federal
Power Commission, and a member thereof, respectively;

“(15) ¢State commission ’ means the regulatory body of the State
or municipality having jurisdiction to regulate rates and charges
for the sale of electric energy to consumers within the State or
municipality;

“(16) ‘security’ means any note, stock, treasury stock, bond,
debenture, or other evidence of interest In or indebtedness of a
corporation subject to the provisions of this Act.”

Skc. 202. Section 4 of the Federal Water Power Act, as amended,
is amended to read as follows:

“Skc. 4. The Commission is hereby authorized and empowered—

“(a) To make investigations and to collect and record data con-
cerning the utilization of the water resources of any region to be
developed, the water-power industry and its relation to other indus-
tries and to interstate or foreign commerce, and concerning the loca-
tion, capacity, development costs, and relation to markets of power
sites, and whether the power from Government dams can be advan-
tageously used by the United States for its public purposes, and what
is a fair value of such power, to the extent the Commission may deem
necessary or useful for the purposes of this Act.

“(b) To determine the actual legitimate original cost of and the
net investment in a licensed project, and to aid the Commission
in such determinations, each licensee shall, upon oath, within a
reasonable period of time to be fixed by the Commission, after the
construction of the original project or any addition thereto or better-
ment thereof, file with the Commission in such detail as the Commis-
sion may require, a statement in duplicate showing the actual legiti-
mate original cost of construction of such project, addition, or better-
ment, and of the price paid for water rights, rights-of-way, lands, or
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interest in lands. The licensee shall grant to the Commission or to
its duly authorized agent or agents, at all reasonable times, free access
to such project, addition, or betterment, and to all maps, profiles, con-
tracts, reports of engineers, accounts, books, records, and all other
papers and documents relating thereto. The statement of actual
legitimate original cost of said project, and revisions thereof as
determined by the Commission, shall be filed with the Secretary of
the Treasury.

“(c) To cooperate with the executive departments and other
agencies of State or National Governments in such investigations;
and for such purpose the several departments and agencies of the
National Government are authorized and directed upon the request of
the Commission to furnish such records, papers, and information in
their possession as may be requested by the Commission, and tempo-
rarily to detail to the Commission such officers or experts as may be
necessary in such investigations.

“(d) To make public from time to time the information secured
hereunder and to provide for the publication of its reports and
investigations in such form and manner as may be best adapted for
public information and use. The Commission, on or before the 3d
day of January of each year, shall submit to Congress for the fiscal
year preceding a classified report showing the permits and licenses
1ssued under this Part, and in each case the parties thereto, the terms
prescribed, and the moneys received if any, or account thereof. Such
report shall contain the names and show the compensation of the
persons employed by the Commission.

“(e) To issue licenses to citizens of the United States, or to any
association of such citizens, or to any corporation organized under
the laws of the United States or any State thereof, or to any State
or municipality for the purpose of constructing, operating, and
maintaining dams, water conduits, reservoirs, power houses, trans-
mission lines, or other project works necessary or convenient for
the development and improvement of navigation and for the devel-
opment, transmission, and utilization of power across, along, from,
or in any of the streams or other bodies of water over which Con-
gress has jurisdiction under its authority to regulate commerce
with foreign nations and among the several States, or upon any
part of the public lands and reservations of the United States
(including the Territories), or for the purpose of utilizing the sur-
plus water or water power from any Government dam, except as
berein provided : Provided, That licenses shall be issued within any
reservation only after a finding by the Commission that the license
will not interfere or be inconsistent with the purpose for which
such reservation was created or acquired, and shall be subject to
and contain such conditions as the Secretary of the department
under whose supervision such reservation falls shall deem necessary
for the adequate protection and utilization of such reservation:
Provided further, That no license affecting the navigable capacity
of an¥ navigable waters of the United States shall be issued until
the plans of the dam or other structures affecting navigation have
been approved by the Chief of Engineers and the Secretary of
War. Whenever the contemplated improvement is, in the judgment
of the Commission, desirable and justified in the public interest
for the purpose of improving or developing a waterway or water-
ways for the use or benefit of interstate or foreign commerce, 2 find-
ing to that effect shall be made by the Commission and shall become
a part of the records of the Commission: Provided further, That
in case the Commission shall find that any Government dam may
be advantageously used by the United States for public purposes
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in addition to navigation, no license therefor shall be issued until
two years after it shall have reported to Congress the facts and
conditions relating thereto, except that this provision shall not
apply to any Government dam constructed prior to June 10, 1920:
And provided further, That upon the filing of any application for
a license which has not been preceded by a preliminary permit
under subsection \;f) of this section, notice shall be given and pub-
lished as required by the proviso of said subsection.

“(f) To issue preliminary permits for the purpose of enabling
applicants for a license hereunder to secure the data and to perform
the acts required by section 9 hereof: Provided, however, That upon
the filing of any application for a preliminary permit by any
person, association, or corporation the Commission, before granting
such application, shall at once give notice of such application in
writing to any State or municipality likely to be interested in or
affected by such application; and shall also publish notice of such
application once each week for four weeks In a daily or weekly
newspaper published in the county or counties in which the project
or any part thereof or the lands affected thereby are situated.

“(g) Upon its own motion to order an investigation of any
occupancy of, or evidenced intention to occupy, for the purpose of
developing electric power, public lands, reservations, or streams or
other bodies of water over which Congress has jurisdiction under
its authority to regulate commerce with foreign nations and among
the several States by any person, corporation, State, or municipality
and to issue such order as it may find appropriate, expedient, and
in the public interest to conserve and utilize the navigation and
water-power resources of the region.”

Sec. 203. Section 5 of the Federal Warer Power Act, as amended.
is amended to read as follows:

“ Sec. 5. Each preliminary permit issued under this Part shall be
for the sole purpose of maintaining priority of application for a
license under the terms of this Act for such period or periods, not
exceeding a total of three years, as in the discretion of the Com-
mission may be necessary for making examinations and surveys, for
preparing maps, plans, specifications, and estimates, and for making
financial arrangements. Each such permit shall set forth the condi-
tions under which priority shall be maintained. Such permits shall
not be transferable, and may be canceled by order of the Commis-
sion upon failure of permittees to comply with the conditions thereof
or for other good cause shown after notice and opportunity for
hearing.”

Sec. 204. Section 6 of the Federal Water Power Act, as amended,
is amended to read as follows:

“3rc. 6. Licenses under this Part shall be issued for a period not
exceeding fifty years. Each such license shall be conditioned upon
acceptance by the licensee of all the terms and conditions of this Act
and such further conditions, if any, as the Commission shall pre-
seribe in conformity with this Act, which said terms and conditions
and the acceptance thereof shall be expressed in said license.
Licenses may be revoked only for the reasons and in the manner
prescribed under the provisions of this Act, and may be altered or
surrendered only upon mutual agreement between the licensee and
the Commission after thirty days’ public notice, Copies of all
licenses issued under the provisions of this Part and calling for
the payment of annual charges shall be deposited with the General
Accounting Office, in compliance with section 3743, Revised Statutes.
as amended (U. S. C,, title 41, sec. 20).”
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Sec. 205, Section 7 of the Federal Water Power Act, as amended,
is amended to read as follows:

“8Sec. 7. (a) In issuing preliminary permits hereunder or licenses
where no preliminary permit has been issued and in issuing licenses
to new licensees under section 15 hereof the Commission shall give
preference to applications therefor by States and municipalities,
provided the plans for the same are deemed by the Commission
equally well adapted, or shall within a reasonable time to be fixed
by the Commission be made equally well adapted, to conserve and
utilize in the public interest the water resources of the region; and
as between other applicants, the Commission may give preference to
the applicant the plans of which it finds and determines are best
adapted to develop, conserve, and utilize in the public interest the
water resources of the region, if it be satisfied as to the ability of
the applicant to carry out such plans. .

“(b) Whenever, in the judgment of the Commission, the develop-
ment of any water resources for public purposes should be under-
taken by the United States itself, the Commission shall not approve
any application for any project affecting such development, but
shall cause to be made such examinations, surveys, reports, plans,
and estimates of the cost of the proposed development as it may
find necessary, and shall submit its findings to Congress with such
recommendations as it may find appropriate concerning such
development,”

Skc. 206. Section 10 of the Federal Water Power Act, as amended,
is amended to read as follows:

“8ro. 10. All licenses issued under this Part shall be on the
following conditions:

“(a) That the project adopted, including the maps, plans, and
specifications, shall be such as in the judgment of the Commission will
be best adapted to a comprehensive plan for improving or developing
a waterway or waterways for the use or benefit of interstate or for-
eign commerce, for the improvement and utilization of water-power
development, and for other beneficial public uses, including recrea-
tional purposes; and if necessary in order to secure such plan the
Commission shall have authority to require the moaification of any
project and of the plans and specifications of the project works
before approval.

“(b) That except when emergency shall require for the protection
of navigation, lifg, health, or property, no substantial alteration or
addition not in conformity with the approved plans shall be made
to any dam or other project works constructed hereunder of an
installed capacity in excess of one hundred horsepower without the
prior approval of the Commission; and any emergency alteration or
addition so made shall thereafter be subject to such modification and
change as the Commission may direct.

“{c) That the licensee shall maintain the project works in a condi-
tion of repair adequate for the purposes of navigation and for the
efficient operation of said works in the development and transmission
of power, shall make all necessary renewals and replacements, shall
establish and maintain adequate depreciation reserves for such pur-
poses, shall so maintain and operate said works as not to impair
navigation, and shall conform to such rules and regulations as the

~ommission may from time to time prescribe for the protection of
life, health, and property. Each licensee hereunder shall be liable
for all damages occasioned to the property of others by the construc-
tlon, maintenance, or operation of the project works or of the works
appurtenant or accessory thereto, constructed under the license, and
in no event shall the United States be liable therefor.
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“(d) That after the first twenty years of operation, out of surplus
earned thereafter, if any, accumulated in excess of a specified reason-
able rate of return upon the net investment of a licensee in any proj-
ect or projects under license, the licensee shall establish and
maintain amortization reserves, which reserves shall, in the discre-
tion of the Commission, be held until the termination of the license
or be applied from time to time in reduction of the net investment.
Such specified rate of return and the proportion of such surplus
earnings to be paid into and held in such reserves shall be set forth
in the license.

“(e) That the licensee shall pay to the United States reasonable
annual charges in an amount to be fixed by the Commission for the
purpose of reimbursing the United States for the costs of the admin-
istration of this Part; for recompensing it for the use, occupancy, and
enjoyment of its lands or other property; and for the expropriation
to the Government of excessive profits until the respective States shall
make provision for preventing excessive profits or for the expropria-
tion thereof to themselves, or until the period of amortization as
herein provided is reached, and in fixing such charges the Commission
shall seek to avoid increasing the price to the consumers of power by
such charges, and any such charges may be adjusted from time to time
by the Commission as conditions may require: Provided, That when
licenses are issued involving the use of Government dams or other
structures owned by the United States or tribal lands embraced within
Indian reservations the Commission shall, subject to the approval of
the Secretary of the Interior in the case of such dams or structures
in reclamation projects and, in the case of such tribal lands, subject
to the approval of the Indian tribe having jurisdiction of such lands
as provided in section 16 of the Act of June 18, 1934 (48 Stat. 984),
fix a reasonable annual charge for the use thereof, and such charges
may with like approval be readjusted by the Commission at the end
of twenty years after the project is available for service and at
periods of not less than ten years thereafter upon notice and oppor-
tunity for hearing: Provided further, That licenses for the develop-
ment, transmission, or distribution of power by States or municipali-
ties shall be issued and enjoyed without charge to the extent such
power is sold to the public without profit or is used by such State
or municipality for State or municipal purposes, except that as to
projects constructed or to be constructed by States or municipal-
ities primarily designed to provide or improve navigation, licenses
therefor shall be issued without charge; and that licenses for the
development, transmission, or distribution of power for domestic,
mining, or other beneficial use in projects of not more than one
hundred horsepower installed capacity may be issued without charge,
except on tribal lands within Indian reservations; but in no case
shall a license be issued free of charge for the development and
utilization of power created by any Government dam and that the
amount charged therefor in any license shall be such as determined
by the Commission. In the event an overpayment of any charge due
under this section shall be made by a licensee, the Commission is
authorized to allow a credit for such overpayment when charges are
due for any subsequent period.

“(f) That whenever any licensee hereunder is directly benefited by
the construction work of another licensee, a permittee, or of the
United States of a storage reservoir or other headwater improvement,
the Commission shall require as a condition of the license that the
licensee so benefited shall reimburse the owner of such reservoir or
other improvements for such part of the annual charges for interest,
maintenance, and depreciation thereon as the Commission may deem
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equitable. The proportion of such charges to be paid by any licensee
shall be determined by the Commission. The licensees or permittees
affected shall pay to the United States the cost of making such
determination as fixed by the Commission.

“Whenever such reservoir or other improvement is constructed by
the United States the Commission shall assess similar charges against
any licensee directly benefited thereby, and any amount so assessed
shall be paid into the Treasury of the United States, to be reserved
and appropriated as a part of the special fund for headwater
improvements as provided in section 17 hereof.

“ Whenever any power project not under license is benefited by the
construction work of a licensee or permittee, the United States or any
agency thereof, the Commission, after notice to the owner or owners
of such unlicensed project, shall determine and fix a reasonable and
equitable annual charge to be paid to the licensee or permittee on
account of such benefits, or to the United States if it be the owner of
such headwater improvement.

“(g) Such other conditions not inconsistent with the provisions of
this Act as the Commission may require.

“(h) That combinations, agreements, arrangements, or understand-
ings, express or implied, to limit the output of electrical energy, to
restrain trade, or to fix, maintain, or increase prices for electrical
energy or service are hereby prohibited.

“(1) In issuing licenses for a minor part only of a complete
project, or for a complete project of not more than one hundred
horsepower installed capacity, the Commission may in its discretion
waive such conditions, provisions, and requirements of this Part,
except the license period of fifty years, as it may deem to be to the
public interest to waive under the circumstances: Provided, That
the provisions hereof shall not apply to annual charges for use of
lands within Indian reservations.”

Src. 207. Section 14 of the Federal Water Power Act, as amended,
is amended to read as follows:

“Sec. 14. Upon not less than two years’ notice in writing from
the Commission the United States shall have the right upon or after
the expiration of any license to take over and thereafter to maintain
and operate any project or projects as defined in section 3 hereof,
and covered in whole or in part by the license, or the right to take
over upon mutual agreement with the licensee all property owned
and held by the licensee then valuable and serviceable in the devel-
opment, transmission, or distribution of power and which is then
dependent for its usefulness upon the continuance of the license,
together with any lock or locks or other aids to navigation con-
structed at the expense of the licensee, upon the condition that before
taking possession it shall pay the net investment of the licensee
in the project or projects taken, not to exceed the fair value of the
property taken, plus such reasonable damages, if any, to property
of the licensee valuable, serviceable, and dependent as above set forth
but not taken, as may be caused by the severance therefrom of prop-
erty taken, and shall assume all contracts entered into by the licensee
with the approval of the Commission. The net investment of the
licensee in the project or projects so taken and the amount of such
severance damages, if any, shall be determined by the Commission
after notice and opportunity for hearing. Such net investment shall
not include or be affected by the value of any lands, rights-of-way,
or other property of the United States licensed by the Commission
under this Act, by the license or by good will, going value, or prospec-
tive revenues; nor shall the values allowed for water rights, rights-
of-way, lands, or interest in lands be in excess of the actual reason-
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able cost thereof at the time of acquisition by the licensee : Provided,
That the right of the United States or any State or municipality to
take over, maintain, and operate any project licensed under this Act
at any time by condemmnation proceedings upon payment of just com-
pensation is hereby expressly reserved.”

Skc. 208, Section 17 of the Federal Water Power Act, as amended,
is amended te read as follows:

“Sec., 17. (a) All proceeds from any Indian reservation shall be
placed to the credit of the Indians of such reservation. All other
charges arising from licenses hereunder, except charges fixed by the
Commission for the purpose of reimbursing the United States for
the costs of administration of this Part, shall be paid into the
Treasury of the United States, subject to the following distribution:
1214 per centum thereof is hereby appropriated to be paid into the
Treasury of the United States and credited to Miscellaneous
receipts '3 50 per centum of the charges arising from licenses here-
under for the occupancy and use of public lands and national forests
shall be paid into, reserved, and appropriated as a part of the
reclamation fund created by the Act of Congress known as the
Reclamation Act, approved June 17, 19023 and 3714 per centum of
the charges arising from licenses hereunder for the occupancy and
use of national forests and public lands from development within
the boundaries of any State shall be paid by the Secretary of the
Treasury to such State; and 50 per centum of the charges arising
from all other licenses hereunder is hereby reserved and appropriated
as a special fund in the Treasury to be expended under the direction
of the Secretary of War in the maintenance and operation of dams
and other navigation structures owned by the United States or in
the construction, maintenance, or operation of headwater or other
improvements of navigable waters of the United States. The pro-
ceeds of charges made by the Commission for the purpose of reim-
bursing the United States for the costs of the administration of this
Part shall be paid into the Treasury of the United States and credited
to miscellaneous receipts,

“(b) In case of delinquency on the part of any licensee in the
payment of annual charges a penalty of 5 per centum of the total
amount so delinquent may be added to the total charges which shall
apply for the first month or part of month so delinquent with an
additional penalty of 3 per centum for each subsequent month until
the total of the charges and penalties are paid or until the license
is canceled and the charges and penalties satisfied in accordance
with law.”

Skc. 209. Section 18 of the Federal Water Power Act, as amended,
is amended to read as follows:

“Sgc. 18. The Commission shall require the construction, main-
tenance, and operation by a licensee at its own expense of such lights
and signals as may be directed by the Secretary of War, and such
fishways as may be prescribed by the Secretary of Commerce. The
operation of any navigation facilities which may be constructed as a
part of or in connection with any dam or diversion structure built
under the provisions of this Act, whether at the expense of a licensee
hereunder or of the United States, shall at all times be controlled by
such reasonable rules and regulations in the interest of navigation,
including the control of the level of the pool caused by such dam or
diversion structure as may be made from time to time by the
Secretary of War; and for willful failure to comply with any such
rule or regulation such licensee shall be deemed guilty of a misde-
meanor, and upon conviction thereof shall be punished as provided
in section 316 hereof.”
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Sec. 210. Section 238 of the Federal Water Power Act, as amended,’
is amended to read as follows:

“Sgc. 23. (a) The provisions of this Part shall not be con-
strued as affecting any permit or valid existing right-of-way here-
tofore granted or as confirming or otherwise affecting any claim, or
as affecting any authority heretofore given pursuant to law, but
any person, association, corporation, State, or municipality holding
or possessing such permit, right-of-way, or authority may apply
for a license hereunder, and upon such application the Commission
may issue to any such applicant a license in accordance with the
provisions of this Part and in such case the provisions of this Act
shall apply to such applicant as a licensee hereunder: Provided,
That when application is made for a license under this section for a
project or projects already constructed the fair value of said project
or projects determined as provided in this section, shall for the
purposes of this Part and of said license be deemed to be the
amount to be allowed as the net investment of the applicant in
such project or projects as of the date of such license, or as of the
date of such determination, if license has not been issued. Such
fair value shall be determined by the Commission after notice and
opportunity for hearing.

“(b) It shall be unlawful for any person, State, or municipality,
for the purpose of developing electric power, to construct, operate,
or maintain any dam, water conduit, reservoir, power house, or other
works incidental thereto across, along, or in any of the navigable
waters of the United States, or upon any part of the public lands
or reservations of the United States (including the Territories), or
utilize the surplus water or water power from any Government dam,
except under and in accordance with the terms of a permit or valid
existing right-of-way granted prior to June 10, 1920, or a license
granted pursuant to this Act. Any person, association, corporation,
State, or municipality intending to construct a dam or other project
works across, along, over, or 1n any stream or part thereof, other
than those defined herein as navigable waters, and over which
Congress has jurisdiction under its authority to regulate commerce
with foreign nations and among the several States shall before
such construction file declaration of such intention with the Com-
mission, whereupon the Commission shall cause immediate inves-
tigation of such proposed construction to be made, and if upon
investigation it shall find that the interests of interstate or foreign
commerce would be affected by such proposed construction, such
person, association, corporation, State, or municipality shall not
construct, maintain, or operate such dam or other project works
until it shall have applied for and shall have received a license
under the provisions of this Act. If the Commission shall not so
find, and if no public lands or reservations are affected, permission
is hereby granted to construct such dam or other project works
in such stream upon compliance with State laws.”

Sec. 211, Section 24 of the Federal Water Power Act, as
amended, is amended to read as follows:

“Skc. 24. Any lands of the United States included in any pro-
posed project under the provisions of this Part shall from the date
of filing of application therefor be reserved from entry, location, or
other disposal under the laws of the United States until otherwise
directed by the Commission or by Congress. Notice that such appli-
cation has been made, together with the date of filing thereof and
a description of the lands of the United States affected thereby,
shall be filed in the local land office for the district in which such
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lands are located. Whenever the Commission shall determine that
the value of any lands of the United States so applied for, or here-
tofore or hereafter reserved or classified as power sites, will not be
injured or destroyed for the purposes of power development by
location, entry, or selection under the public land laws, the Secretary
of the Interior, upon notice of such determination, shall declare
such lands open to location, entry, or selection, for such purpose or
purposes and under such restrictions as the Commission may deter-
mine, subject to and with a reservation of the right of the United
States or its permittees or licensees to enter upon, occupy, and use
any part or all of sald lands necessary, in the judgment of the Com-
mission, for the purposes of this Part, which right shall be expressly
reserved in every patent issued for such lands; and no claim or right
to compensation shall accrue from the occupation or use of any of
said lands for said purposes. The United States or any licensee for
any such lands hereunder may enter thereupon for the purposes of
this Part, upon payment of any damages to crops, buildings, or other
improvements caused thereby to the owner thereof, or upon giving a
good and sufficient bond to the United States for the use and benefit
of the owner to secure the payment of such damages as may be
determined and fixed in an action brought upon the bond in a court
of competent jurisdiction, said bond to be in the form prescribed by
the Commission: Provided, That locations, entries, selections, or
filings heretofore made for lands reserved as water-power sites, or
in connection with water-power development, or electrical trans-
mission may proceed to approval ar patent under and subject to the
limitations and conditions in this section contained.

Sec. 212. Sections 1 to 29, inclusive, of the Federal Water Power
Act, as amended, shall constitute Part I of that Act, and sections 25
and 30 of such Act, as amended, are repealed: Provided, That
nothing in that Act, as amended, shall be construed to repeal or
amend the provisions of the amendment to the Federal Water Power
Act approved March 3, 1921 (41 Stat. 1353), or the provisions of
any other Act relating to national parks and national monuments.

Sec. 218. The Federal Water Power Act, as amended, is further
amended by adding thereto the following parts:

“PART ITI—REGULATION OF ELECTRIC UTILITY COM-
PANTES ENGAGED IN INTERSTATE COMMERCE

“ DECLARATION OF POLICY ; APPLICATION OF PART; DEFINITIONS

“ Sectton 201, (a) It is hereby declared that the business of trans-
mitting and selling electric energy for ultimate distribution to the
public is affected with a public interest, and that Federal regula-
tion of matters relating to generation to the extent provided in this
Part and the Part next following and of that part of such business
which consists of the transmission of electric energy in interstate
commerce and the sale of such energy at wholesale in interstate com-
merce is necessary in the public interest, such Federal regulation,
however, to extend only to those matters which are not subject to
regulation by the States.

“(b) The provisions of this Part shall apply to the transmission
of electric energy in interstate commerce and to the sale of electric
energy at wholesale in interstate commerce, but shall not apply to
any other sale of electric energy or deprive a State or State com-
mission of its lawful authority now exercised over the exportation
of hydroelectric energy which is transmitted across a State line.
The Commission shall have jurisdiction over all facilities for such
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