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STATEMENT OF CYRUS S. EATON
With Respect To
Activities in Promotion, Flnancing,
and Management of Business Enterprises

This statement has been made for the purrose
of outlining the history of my activitles in promoting, organ-
izing, reorganizing, managing and financing corporations,
with particular reference to the use made of Otis & Co. in
connection with those activities. In referring to Otis &
Co., I refer both to the partnership of that name of which
I had been a member since 1914, and to the corporation which
succeeded the partnership in the 1930's. In order to explailn
how my connection with Otis came abouﬁ9 it is necessary to
begin in 1906 with my activities in the electric light and

power public utility field.

ACTIVITIES IN GAS AND ELECTRIC PUBLIC UTILITIES

In 1906 I went into the new cities of Canada
to obtain electric light and power and gas franchises, with
the backing and support of a New York syndicate which in-
cluded Thomas Lamont, who became senior partner of J. P.
Morgan and Company, and Ben Strong, who later became Presi-
dent of the Federal Reserve Bank. Just after I had concluded
franchises with the city of Edmonton, a panic occurred 1n
Wall Street and I received a telegram from Mr. Strong re-
calling me to New York and advising that because of the
market collapse the venture was at an end. He offered, how-

ever, to permit me to go on with what I had already obtained,
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and to permit me to have whatever could be salvaged from
the venture. I was able to obtain backing in Montreal for
a part of the undertaking but had to glve up some of it,
This occurred in November of 1907. I was also able to ob-
tailn some temporary backing in New York for commitments we
had made in the United States.

Thereafter the whole of my time and attention
was devoted to public utilities and I emerged with two prop-
erties, Canada Gas and Electric and Gage County Gas, Light
and Power Company in Nebraska.

In 1912 I formed Continental Gas and Electric
Company, a utility holding company, and arranged for the sale
of $2,000,000 in bonds and $150,000 of preferred stock to a

New York banking group. When I went to New York to close the

: transaction, it developed that there had been an upset in the

money market énd interest rates had risen to such a point that
the bankers refused to go through with the transaction° 1
returned to Cleveland and went to the.Citizens Savings and
Trust Company about my problem. Joseph Nutt, President of
Citizens, and John Sheridan, President of The First National
Bank, formed a syndicate to buy the securities and brought

in Otis & Co., then Cleveland's leading investment firm to
distribute the securities. I had no connection with Otis &
Co. at that time. Otis & Co. brought in other investment

bankers and the securities were successfully distributed,




In this manner Otilis had been used to accomp-
1lish a necessary service to me in obtaining the financing
required by Continental Gas and Electric.

By 1913 the financial situation in New York
had stabilized. There was great activity among utillity
people in expanding their interests, and I hoped to expand

my own position in that field. The biggest bankers in New York

$3? were backing Electric Bond and Share and in Chicago dealers
?%& and others were backing Samuel Insull. I hoped to accomplish
3%; the same result in Cleveland with the backing and support of
ig the Cleveland banks. However, it appeared that if I were
i?gy going to expand heavily in the utilities field, more capital
?gi would be required, and Otls & Co. would be helpful. I there-
%E% . fore contributed capital to Otis, became a partner, and con-
;§~ tinued with my activities in the utilities field.
§?§3 The World War beginning in 1914 made expan-

g sion in the public utilities field difficult because the

%% price of coal rose rapidly while the gas and electricity
Tg;g¥ rates were regulated. As a result, there was no expansion
25

during this period. During this period I was serving as
President of Continental Gas and Electric, Canada Gas and

Electric, Gage County Electric, and other utilities, so
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W that I was managing and running that utility group. Because
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< of the War, however, I was not expanding substantially in

=

) the utilities field. I devoted my attention instead to
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