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[Posric—No. 17—T78p Coneress]
[H. R. 5081]

[As amended by Puble—No, 412—74th Congress]
] [H. R. 8832]
AN ACT

To improve the navigability and to provide for the flood control of the Ten-
nessee Rliver; to provide for reforestation and the proper use of
lands in the Tennessee Valley; to provide for the agricultural and industrial
development of said valley; to provide for the national defense by the crea-
tlon of a corporation for the gperation of Government properties at and near
Muscle Shoals In the State of Alabama, and for other purposes,

Be it enacted by the Senate and House of Representatives of the r
United States of America in Congress assembled, That for the pur-

ose of maintaining and operating the properties now owned by the
%nited States in the vicinity of Muscle Shoals, Alabama, in the in-
terest of the national defense and for agricultural and intiustrin.l de-
velopment, and to improve navigation in the Tennessee River and to oy
control the destructive flood waters in the Tennessee River and Mis-
sissippi River Basins, there is hereby created a body corporate by
the name of the “ Tennessee Valley Authority ” (hereinafter referred
to as the “ Corporation”). The board of directors first ointed
shall be deemed the incorporators, and the incorporation sh:ﬁ held
Lo have been effected from the date of the first meeting of the board.
This”Aet may be cited as the “ Tennessee Valley Au%hurity Act of
1933.

Sec. 2. (a) The board of directors of the Corporation (hereinafter
referred to as the “board ”) shall be composed of three members, to
be appointed by the President, by and with the advice and consent
of the Senate, In apﬂ)inting the members of the board, the Presi-
dent shall designate the chairman. All other officials, agents, and
ﬁmli,lﬁ}'eeﬁ shall be designated and selected by the hmrﬁ.

(b) The terms of office of the members first taking office after the
approval of this Act shall expire as designated by President at
the time of nomination, one at the end of the third year, one at the
end of the sixth year, and one at the end of the ninth year, after the
date of approval of this Act. A successor to a member of the board
shall be appointed in the same manner as the original members and
shall have a term of office expiring nine years from the date of the
expiration of the term for which his predecessor was appointed.

(c) Any member appointed to fill a vacancy in the board occurring
prior to t%e ex[;imtion of the term for which his predecessor was
appointed shall be appointed for the remainder of such term. . :

d) Vacancies in the board so long as there shall be two members
in office shall not impair the powers of the board to execute the func-
tions of the Corporation, :mciJ two of the members in office shall con-

stitute a quorum for the transaction of the business of the board.
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(e) Each of the members of the board shall be a citizen of the
United States and shall receive a salary at the rate of $10,000 a year,
to be paid by the Corporation as current expenses. Each member o
the board, in addition to his sala y shall be permitted to occupy as
his residence one of the dwelling ' ouses owned by the Government
in the vicinity of Musecle Shc:ﬁ:, Alabama, the same to be ilesig-
nated by the President of the United States. Members of the board
shall be reimbursed by the Corporation for actual expenses (includ-
ing traveling and subsistence expenses) incurred by them in the
[}er{urmﬂnce of the duties vested in the board by this Act. No mein-
ser of said board shall, during his continuance in office, be engagul
in any other business, but each member shall devote himself to the
work of the Corporation.

(f) No director shall have financial interest in any public-utility
corporation engaged in the business of distributing and selling power
to the public nor in any corporation engaged in the manu acture,
selling, or distribution of fixed nitrogen or fertilizer, or an ingre-
dients thereof, nor shall any member have any interest in any business
that may be adversely affected by the suceess of the Corporation as a
producer of concentrated fertilizers or as a producer of electric

ower,
? (g) The board shall direct the exercise of all the powers of the
Corporation.

fl?j All members of the board shall be persons who profess a belief
in the feasibility and wisdom of this Act, .

Sec. 3. The board shall, without regard to the provisions of civil-
service laws applicable to officers and employees of the United States,
Appoint such managers, assistant mana rs, officers, employees, attor-
neys, and agents as are necessary for the transaction of ifs business,
fix their compensation, define their duties, require bonds of such of
them as the board may designate, and provide a system of organiza-
tion to fix responsibility and promote efficiency. “Any appointee of
the board may be removed in the discretion of the board. No regu-
lar officer or employee of the Co ration shall receive g salary in
excess of that received by the members of the board.

All contracts to which the Corporation is a party and which
require the employment of laborers and mechanics in the construc-
tion, alteration maintenance, or repair of buildings, dams, locks, or
other projects shall contain & provision that not less than the prevail-
ing rate of wages for work of a similar nature prevailing in the
'.-icinitiy shall be paid to such laborers or mechanics,

In the event any dispute arises as to what are the prevailing rates

of wnges, the question shall be referred to the Secretary of Lalg-::r for
determination, and his decision shall be final. In the determination
of such PI‘FVI{]HI'IE rate or rates due regard shall be given to those
rates which have been secured through collective agreement by repre-
sentatives of employers and employees.
. Where such work as is deseribed in the two preceding paragraphs
1s done directly by the Corporation the revailing rate of wages
shall be paid in the same manner ag though such work had been let
by contract.

In so far as applicable, the benefits of the Act entitled “An Act
to provide compensation for employees of the United States suffering
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injuries while in the ormance of their duties, and for other pur-
pu]ﬂas”, approved Baget:fmbar T, 19186, I.'E]F&I:ldﬁd, shall extend to
persons given employment under the provisions of this Act.
Sec. 4. Except as otherwise specifically provided in this Act, the
ration—

a) Shall have arumamh '-:13 in ]E mrpumatt: name.

b sie and be sued in its corpor name. dud
L} %{i:; adapt and use a corporate seal, which shall be judicially
noticed. ) 1

d) May make wnmta, 33 herein I:.}llthonsed.
May adopt, am and re AWS,
{; May urglf:morl;mm hul@uucl:_lmulnudpamqml prop-
erty as it eems necessary or convenient in the transaction of its
business, and may dispose of any such dpamna.l property held by it.
The board « select a treasurer and as many assistant treasurers
as it deems proper, which treasurer and assistant treasurers shall give
such bonds for the safe-keeping of the securities and mm%ﬁao the
said Corporation as the may require: Provided, T tha.n]r

member of said board may be removed from office at an; time by a
concurrent resolution of the Senate and the House of Represen-
tatives, G

Shall have such powers as may be necessary or appropria
forl;g exercise of the powers herein specifically conf: upon the

Corporation. i ;

Shall have power in the name of the United States of America
mﬁlmiaa the right of eminent domain, and in the purchase of any
real estate or the acquisition of real estate b condemnation Pﬁ
ceedings, the title to such real estate shall be in the name
the United States of America, and themuzign all such real estate
shall be entrusted to the Gorpomﬂ?c;flin “Act. agent of the United

accomplish the purposes s

St???ﬁnﬂ havg power tI; acquire real estate for the construction of
dams, reservoirs, transmission lines, power houses, and other struc-
tum: and navigation projects at any point along the Tennesses
River, or any of its tributaries, and in the event that the owner or
owners of such pro shall fail and refuse to sell to the Corpora-
tion at a price deemed fair and reasonable by the board, then the
Corporation may proceed to exercise the right of eminent domain,
and to condemn all property that it deems necessary for carrying out
the purposes of this AEEB and all such condemnation proceedings shall
be had pursuant to the provisions and requirements harm.ngfba::

ified, with reference to any and all condemnation proceedings ;
rovided, That nothing contained herein or elsewhere in this Act
shall be construed to eprive the Gurlporatmn of the rights con-

ferred by the Act of February 26, 1681 (46 Stat. 1422, ch, 307, secs, 1
to 5, incﬁmiva}, as now compiled in sections 268a to 258e, inclusive, of
title 40 of the United States Code. bt

(i) Shall have power to construct such dams and reservoirs in the

Tennessee River and its tributaries, as in conjunction with Wilson
Dam, and Norris, Wheeler, and Pickwick Landing Dams, now under
mnst!ruction, will provide a nine-foot channel in the said river and
maintain a water supply for the same, from Knoxville to its mouth,
and will best serve to promote navigation on the Tennessee River and
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its tributaries and control destructive flood waters in the Tennessee
and Mississippi River drainage basins; and shall power to acquire or
construct power houses, power structuraaltmnﬂmmiun lines, navi
tion projects, and inc'aantai works in the Tennessee River and its
tributaries, and to unite the various %?'WEI‘ installations into one or
more systems by transmission lines. The directors of the Authority
are hereby directed to report to Congress thieir recommendations not
later than April 1, 1936, for the unified development of the Tennessee
River system.

(k) At any time before the expiration of five years from the date
when this section, as amended, becomes law may in the name of and
as agent for the United States and subject to approval of the Presi-
dent, dispose of any of such real property as in the judgment of the
board may be no longer necessary in earrying out the purposes of this
Act, but no land shall be conveyed on which thers is a permanent.
dam, hydraulic power plant, fertilizer plant, or munitions plant,
heretofore or hereafter Euilt by or for the United States or for the
Authority.

(1) Shall have power to advise and cooperate in the readjustment
of the population displaced by the construction of dams, the acquisi-
tion of reservoir areas, the protection of watersheds, the aequisition
of rights-of-way, and other necessary acquisitions of land, in order
to effectuate the purposes of the Act; nnd may cooperate with Fed-
eral, state, and local agencies to that end.

Sec, &, The board is hereby nuthorized—

(a) To contract with commercial producers for the production of
such fertilizers or fertilizer materials as may be needed in the Gov-
ernment’s program of development and introduction in excess of
of that produced by Government plants, Such contracts may pro-
vide either for outright purchase of materials by the board or only
for the payment of carrying charges on special materials manufac-
tured at the board’s request for its pro A

Sh} To arrange with farmers and farm organizations for large-
scale practical use of the new forms of fertilizers under conditions
permitting an accurate measure of the economic return they produce,

(¢) To cooperate with National, State, district, or county experi-
mental stations or demonstration farms, with farmers, landowners,
and associations of farmers or landowners, for the use of new forms
of fertilizer or fertilizer practices during the initial or experimental
period of their introduction, and for romoting the prevention of
soil erosion by the use of fertilizers nmdl:l otherwise,

(d) The board in order to improve and cheapen the production of
fertilizer is authorized to manufacture and fixed nitrogen, fer-
tilizer, and fertilizer ingredients at Muscle Shoals by the employment
of existing facilities, by modernizing existing plants, or by any other
process or processes that in its judgment sﬂal] appear wise and
profitable for the fixation of atmospheric nitrogen or the cheapening
of the {mduﬂinn of fertilizer,

_(e) Under the authority of this Act the board may make dona-
tions or sales of the pmd%ct of the plant or plants operated by it
to be fairly and equitably distributed through the agency of county
demonstration agents, agricultural colleges, or otherwise ns the bonrd

-

o

may direct, for experimentation, education, and introduction of the
use of such products in cooperation with practical farmers so as to
obtain information as to the value, effect, and best methods of their

use.
©  (f) The board is authorized to make alterations, modifications, or

improvements in existing plants and facilities, and to construct new
lants, :
X (g) In the event it is not used for the fixation of nitrogen for
agricultural purposes or leased, then the board shall maintain in
stand-by condition nitrate plant numbered 2, or its equivalent, for
the fixation of atmospheric nitrulgan, for the production of explosives
in the event of war or a national emergency, until the Congress ghall
by joint resolution release the board from this obligation, and if
any part thereof be used by the board for the manufacture of phos-
horie acid or potash, the ialmca of nitrate plant numbered 2 shall
kept in stand-by condition. : :

(h) To establish, maintain, and operate laboratories and experi-
mental plants, and to undertake experiments for the purpose of
enabling the (’Jorpc:-ratiun to furnish nitrogen osrudur:ts for military
purposes, and nitrogen and other fertilizer products for agricultural
purposes in the most economical manner and at the highest standard
of efficiency. _

{if To request the assistance and advice of any officer, agent, or
employee of any executive department or of any independent office
of the United States, to enable the Corporation the better to carry
out its powers successfully, and as far as practicable shall utilize the
services of such officers, agents, and employees, ind the President
shall, if in his opinion the public interest, service, or economy so
require, direct that such mismnaﬁ advice, and service be rendered
to the éﬂl‘purntion, and any individual that may be by the President
directed to render such assistance, advice, and service shall be there-
after subject to the orders, rules, and regulations of the board:
Provided, That any invention or discovery made by virtue of and
incidental to such service by an employee of the Government of the
United States serving under this section, or by any employee of the
Corporation, together with any patents which may be granted
thereon, shail be the sole and exclusive d]:mperty of the Corporation
which is hereby authorized to grant such licenses thereunder as sha
be authorized by the board: Provided further, That the board may
pay to such inventor such sum from the income from sale of licenses
as it may deem proper.

(1) Upon the requisition of the Sgcretary of War or the Secretary
of t]ha Ngv;r,f to manufacture for and sell at cost to the United States
explosives or their nitrogenous content. !

k) Upon the requisition of the Secretary of War, the Corporation
shall allot and deliver without charge to the War Department so
much power as shall be necessary in the judgment of said Depart-
ment for use in operation of all locks, lifts, or other facilities in aid
of navigation, ) :

(1) To produce, distribute, and sell electric power as herein
particularly specified,




6

(m) No products of the Corporation shall be sold for use outside
of the United States, its Territories, and possessions, except to the
United States Government for the use of its Army and Navy, or to its
allies in case of war.

(n) The President is authorized, within twelve months after the
passage of this Act, to lease to any responsible farm organization, or
to any corporation organized by it, nitrate plant numbered 2 and
Waco Quarry, together with tﬁ,e railroad connecting said quarry
with nitrate F‘lant numbered 2, for a term not exceeding fifty years
at a rental of not less than $1 per year, but such authority shall be
subject to the express condition that the lessee shall use said property
during the term of said lease exclusively for the manufacture of
fertilizer and fertilizer ingredients to be used only in the manufac-
ture of fertilizer by said lessee and sold for use as fertilizer. The
said lessee shall covenant to keep said property in first-class condi-
tion, but the lessee shall be authorized to modernize said plant num-
bered 2 by the installation of such machinery as may be necessary,
and is authorized to amortize the cost of said machinery and im-
Fruvements over the term of said lease or any part thereof. Said
ease shall also provide that the board shall sell to the lessee power
for the operation of said plant at the same schedule of prices that it
charges all other customers for power of the same class and quantity.
Said lease shall also provide that, if the said lessee does not desire
to buy power of the publicly owned plant, it shall have the right to

rchase its power for the operation of said plant of the Alabama

ower Company or any other publicly or privately owned corpora-
tion engaged in the generation and sale of electric ower, and in such
case the lease shall provide further that the said lessee shall have a
free right of way to build a transmission line over Government prop-
erty to said plant, paying the actual expenses and damages, ifp any,
incurred by the Corporation on account of such line. Said lease
shall also provide that the said lessee shall covenant that during the
term of said lease the laid lessee shall not enter into any illegal
monopoly, combination, or trust with any privately owned COrpOTA-
tion engaged in the manufacture, production, and sale of fertilizer
}mh the object or effect of increasing the price of fertilizer to the

armer.

Sec. 6. In the ?pnintment of officials and the selection of em-
ployees for said Corporation, and in the promotion of any such
employees or officials, no political test or qualification shall be per-
mitted or given consideration, but all such appointments and promo-
tions shall be given and made on the basis of merit and efficiency.
Any member of said board who is found by the President of the
United States to be guilty of a violation of this section shall be
removed from office by the President of the United States, and any
appointee of said board who is found by the board to be guilty of &
violation of this section shall be removed from office by said board.

Sec. 7. In order to enable the Corporation to exercise the powers
and duties vested in it by this Act—

_(a) The exclusive use, possession, and control of the United States
nitrate plants numbered 1 and 2, including steam plants, located,
respectively, at Sheffield, Alabama, and Muscle Shoals, Alabama
together with all real estate and buildings connected therewith, all
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tools and machin equipment, accessories, and materials belong-
ing thereto, and laboratories and’ plants used as auxiliaries
thereto; the fixed-nitro research laboratory, the Waco limestone
quarry, in Alabama, and Dam Numbered 2, located at Muscle Shoals,
its power house, and all hydroelectric and opamtinﬁij:ppumnanm
(except the locks), and all machinery, lands, and bui in connec-
tion egarewith, and all appurtenances thereof, and all other property
to be acquired by the Corporation in its own name or in the*name
of the United States of America, are hereby intrusted to the Corpo-
ration for the pur of this Act. i

(b) The Pmsirimt. of the United States is authorized to provide
for the transfer to the Corporation of the use, possession, and control
of such other real or personal property of the United States as he
may from time to time deem necessary and proper for the purposes
of the Cor tion as herein stated. ;

Sec. 8. (a) The Corporation shall maintain its principal office in
the immediate vicinity of Muscle Shoals, Alabama. The Corpora-
tion shall be held to be an inhabitant and resident of the northern
judicial district of Alabama within the meaning of the lawe of the

nited States relating to the venue of civil suits.

(b) The Corporation shall at all times maintsin complete and
accurate books of mccounts,

EL Each member of the board, before entering upon the duties
of his office, shall subscribe to an oath (or affirmation) to support the
Constitution of the United States and to faithfully and impartially
porform the duties imposed u}mn Lim by this Aect, ;

Sec. 9. (a) The board shall file with the President. and with the
Congress, in December of each year, a financial statement and o com-
plete report us to the business of the Corporation covering the preced-
ing governmental fiscal year. This report shall include an itemized
statement of the cost of power at each power station, the total number
of employees und the names, -salaries, and duties of those receiving
compensation at the rate of more than $1,500 a year.

(b) All purchases and contracts for supplies or services, except fur
personal services, made by the {Jorgmt:un, shall be made after ad-
vertising, in such manner and at such times sufficiently in advance of
opening I:-ids, as the board shall determine to be adequate to insure
notice and opportunity for competition: Provided, That adverlise-
ment shall not be required when, (1) an vmarganti requires im-
mediate delivery of the supplies or performance of the services; or
(2) repair parls, acvessories, supplemental eqkuipment, or services
are required for supplies o1 services previvusly furnished or con-
tracted for or (3) the aggregate amount involved in any purchase
of supplies or procurement of services does not exceed $500; in which
cases such purchases of supplies or procurement of services may
made in the o market in the manner common among business
men: Provided further, That in comparing bids and in gtul.kmg
awards the board may consider such fuctors as relative quality anc
adaptability of supplies or services, the bidder's financial responsi-
hility, skill, experience, record of integrity in dealing, ability to fur-
nish repairs und maintenance gervices, the time of delivery or per-
formance offered, and whether the bidder has complied with the
specifieations,
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The Comptroller General of the United States shall audit the
Lransactions of the Corporation at such times as he shall determine,
but not less frequently than once each governmental fiscal ﬁr, with
personnel of his selection. In such connection he and hi repre-
sentatives shall have free and open access to all papers, books, rec-
ords, files, accounts, %l‘:mts, warehouses, offices, and all other things,
property, and places belonging to or under the control of or used or
&mplmci by the Corporation, and shall be afforded full facilities
for counting all cash and verifying transactions with and balances
depositaries. He shall make report of each such audit in quadrupli-
cate, one copy. for the President of the United States, one for the
chairman of the board, one for public inspection at the prineipal
office of the Corporation, and the other to be retained by him for the
uses of the Congress: Provided, That such report shall not be made
until the Corporation shall have had reasonable op ortunity to exam-
ine the exceptions and criticisms of the Comptmlﬁar General of the
General Accounting Office, to point out errors therein, explain or
answer the same, and to file a statement, which shall be submitte:
by the Comptroller General with his report. The expenses for each
such audit shall be paid from any appro}l:.lriatinn or appropriations
for the General Accounting Office, and sue part of sucE EXPENSes As
may be allocated to the cost of generating, transmitting, and dis-
tributing electric energy shall be reimbursed prom tly by the Cor-

ration as billed by the Comptroller General. The mptroller
E:narnl shall make special report to the President of the United
States and to the Congress of any transaction or condition found by
him to be in conflict with the powers or duties entrusted to the
Corporation by law. :

Sec. 9a. The board is hereby directed in the operation of any dam
or reservoir in its possession and control to regu%ate the stream flow

rimarily for the purposes of promoting navigation and controlling

oods. So far as may be consistent with such Furpﬂsas, the board is
nuthorized to pruvid!;a and operate facilities for the generation of
clectric energy at any such dam for the use of the Corporation and
for the use of the United States or any agency thereof; and the
board is further authorized, whenever an’ opportunity is afforded, to
provide and operate facilities for the generation of electric energy
in order to avoid the waste of water power, to transmit and market
such power as in this act provided, and thereby, so far as may be
practicable, to assist in liquidating the cost or aid in the maintenance
of the projects of the Authority.

8ec. 10. The board is hereby empowered and authorized to soll
the surplus power not used in its operations, and for operation of
locks and other works generated by it, to States, counties, munici-
palities, corporations, partnerships, or individuals, according to the

licies hereinafter set forth; and to carry out said authority, the

ard is authorized to enter into contracts for such sale for & term
not exceeding twenty years, and in the sale of such current by the
board it shnlf give preference to States, counties, municipalities, and
cooperntive or unizatif?nshof citizens -::r; fnzimers, not organized or
doing business for profit, but primarily for the pur of supplying
ul?::zt!gicity to its own citizens or members: Prwkggﬂ That Eﬂ jrr:nn'-
tracts made with private companies or individuals for the sale of
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power, which power is to be resold for a groﬁt, shall contain a pro-
vision authorizing the board to cancel said confract upon five years’
notice in writing, if the board needs said power to supply the
demands of States, counties, or municipalities. In order to promote
and encourage the fullest possible use of electric light and power on
farms within reasonable distance of any of its transmission lines the
board in its discretion shall have power to construct transmission
lines to farms and small villages that are not otherwise supplied with
electricity at reasonable rates, and to make such rules and regulations
governing such sale and distribution of such electric power as in its
mmnt may be just and equitable: Provided further, That the

d is hereby authorized and directed to make studies, experiments,
and determinations to promote the wider and better use of electric
power for agricultural and domestic use, or for small or local indus-
tries, and it may co-qplfrate with State governments, or their subdivi-
sions urhpgancma:}:];lt aducail:mggl or resa?;rch in.altltutiuns, and with
cooperatives or other organizations, in the application of electric
power to the fuller and better ba.]ais’ced_ ﬂB‘FEIIDpFlELnt of the resources
of the region: Provided further, That the board is authorized to in-
clude in any contract for the sale of &:-owar such terms and conditions
including resale rate schedules, and to provide for such rules and
regulations as in its judgment may be necessary or desirable for car-
rying out the purposes of this Act, and in caze the purchaser shall
fail to comply with any such terms and conditions, or violate an
such rules and regulations, said contract may provide that it sh.ufl,
be voidable at the election of the board : Prmn'gad [urther, That in
order to Em?p]y farms and small villages with electric power directly
as contemplated by this section, the board in ite diserstion shall have
power to u.tmanm;g electric facilities used in serving such farms
and small v la.ﬁm: And provided further, That the terms “ States i)
“ counties ¥, and “ municl alities " ag used in this Act shall be con-
strued to include the public agencies of any of them unless the
context requires a different construction.

Sk, 11. It is hereb declared to be the policy of the Government
so far as practical to distribute and sell the surplus power generated
at Muscle Shoals equitably among the States counties, and muniei-
palities within transmission distance. This pn’lic is further declared
to be that the tﬁm}ecta herein provided for ahaﬁ be considered pri-
marily as for the benefit of the p-ei;{la of the section as & whols and
particularly the domestic and rural consumers to whom the power
can economically be made available, and accordingly that sale to
and use by industry shall be a secondary pu , to be utilized
principally to secure a sufficiently high Toad factor and revenue
returns which will permit domestic and rural use at the lowest
possible rates and in such manner as to encourage increased domestic
and rural use of electricity. It is further har:ga declared to be the
Fulmy of the Government to utilize the Muscle ghnals properties so

ar as may be necessary to irq}mwa! increase, and cheapen the pro-
duction of fertilizer and fertilizer ingredients by carrying out the
provisions of this Act.

Sec. 12. In order to place the board upon a fair basis for making
such contracts and for receiving bids for the sale of such power, it is
hereby expressly authorized, either from appropriations made by

1T000—30——02
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Congress or from funds secured from the sale of such power, or
from funds secured by the sale of bonds hereafter provided for, to
construct, lease, purchase, or authorize the construction of trans-
mission lines within transmission distance from the place where
generated, and to interconnect with other gystems. The board is also
authorized to lease to any person, persons, or corporation the use
of any transmission line owned by the Government and operated
by the board, but no such lease ahaﬁ be made that in any way inter-
feres with the use of such transmission line b the board: Provided,
that if any State, county, municipality, or ogner public or eoopera-
tive organization of cifizens or farmers, not organized or oing
business for profit, but primarily for the purpose of supplying elec-
tricity to its own citizens or members, or any two or more of such
municipalities or organizations, shall construct or agree to construct
and maintain a properly designed and built transmission line to the
Government reservation upon which is located a Government gen-
erating plant, or to & main transmission line owned by the Govern-
ment or leased the board and under the control of the board,
the board is hereby authorized and directed to contract with such
State, county, municipality, or other organization, or two or more
of them, for the sale of efmtricity for & term not exceedin thirty
years; and in any such case the board shall give to sucg State,
county, municipality, or other organization ample time to full
comply with any local law now in existence or hereafter eng
providing for the necessary legal authority for such State, county,
municipality, or other organization to contract with the board for
such power: Provided further, That all contracts entered into be-
tween the Corporation, and any municipality or other political sub-
division or cooperative organization, shall provide that the electric
power shall be sold and distributed to the ultimate consumer without
discrimination as between consumers of the same class, and such
contract shall be voidable at the election of the board if a discrimi-
natory rate, rebate, or other special concession is made or given to
any consumer or user by the miunicipality or otlier political subdi.
visien or eooperative organization: And ided further, That as
to any surplus power not so sold as above provided to States,
counties, municipalities, or other said organizations, before the board
shall sell the same to any person or corporation engaged in the
distribution and resale of electricity for profit, it shall require said
Eerson or corporation to agree that ang;resnle of such electric power
y said person or corporation shall be made to the ultimate con.
sumer of such electric power at prices that shall not exceed a schedule
fixed by the board from time to time as reasonable, just, and fair;
and in case of any such sale, if an amount is charged the ultimate
consumer which is in excess of the price so deemed to be just, reason-
able, and fair by the board, the contract for such sale etween the
board and such distributor of electricity shall be voidable at the
election of the board: And provided }{nr:ﬁer, That the board is
hereby authorized to enter into contracts with other power
for the mutual exchan%'ﬂ of unused excess power upon suitable termas,
for the ::o:;smabinn of stored water, and as an emergency or break-
down relief.
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Skc. 12a. In order (1) to facilitate the disposition of the surplus
power of the Corporation according to the policies set forth in this
Act; (2) to-give effect to the priority herein accorded to States,
counties, municipalities, and nonprofit organizations in the purchase
of such power by enab inf them to acquire facilities for the distri-
bution of such power; and (8) at the same time to preserve existin
distribution facilities as going concerns and avoid duplication of suc
facilities, the board is authorized to advise and cooperate with and
assist, by extending credit for a period of not excee five years to
States, counties, and municipalities and nnngroﬁt. organizations situ-
ated within transmission distance from any dam where such power'is

erated by the Corporation in acquiring, improving, and operat-
g (a) existing distribution facilities and incidental works, including
generating plants; and (b) interconnecting transmission lines; or in
acquiring any interest in such facilities, incidental works, and lines,

EC, 13. Five per centum of the proceeds received by the
board for the sale of power generated at Dam Numbered 2, or from
and other hydropower plant hereafter constructed in the State of
Alabama, shall be paid to the State of Alabama; and 5 per centum of
the gross proceeds from the sale of power generated at Cove Creek
Dam, hereinafter provided for, or any other dam located in the
State of Tennessee, shall be paid to the State of Tennessee. Upon
the completion of said Cove Creek Dam the board shall ascertain
how much additional power is thereby generated at Dam Numbered 2
and at any other dam hereafter constructed by the Government of
the United States on the Tennessee River, in the State of Alabama,
or in the State of Tennessee, and from the gross proceeds of the sale
of such additional power 214 per centum shall be paid to the State
of Alabama and 214 per centum to the State of essee.  These
percentages shall a IPE to any other dam that ma her&aftex: ba con-
structed and contro fei and operated by the on the Tennessee
River or any of its tributaries, the main purpose of which is to con-
trol flood waters and where the development of electric power is in-
cidental to the operation of such flood-contral dam. In ascertaining
the gross proceeds from the sale of such power upon which a per-
centage is paid to the States of Alabama and Tennessee, the bourd
shall not take into consideration the proceeds of any power sold or
delivered to the Government of the United States, or any department
or agency of the Government of the United States, used in the opera-
tion of any locks on the Tennessee River or for any experimental pur-
poses, or for the manufacture of fertilizer or any of the in ents
thereof, or for any other governmental purpose: Provided, That the
percentages to be paid to the States of Alabama and Tennessee, as
provided in this section, shall be subject to revision and change by
the board, and any new percentages established by the board, when
approved by the %‘reaident., shall remain in effect until and unless

in changed by the board with the approval of the President. No
change of said percentages shall be mmf:; more often than once in five
years, and no cf:nga all be made without giving to the States of
Alabama and Tennessee an ;?Ertumty to be heard,

Sec. 14. The board shall @ & thorough investigation as to the
present value of Dam Numbered 2, and the steam plants at nitrate
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plant numbered 1, and nitrate plant numbered 2, and as to the cost
of Cove Creek Dam, for the purpose of ascertaining how much of
the value or the cost of said properties shall be allocated and
charged up to (1) flood eontrol, (2) navigation, (8) fertilizer, (4)
national defense, and (5) the development of power. The findin
thus made by the board, when approved by the President of Lﬁ
United States, shall be final, and such findings shall theresfter be
used in all allocations of value for the purpose of keeping the book
value of said properties. In like manner, the cost and book value
of any dams, steam plants, or other similar improvements hereafter
constructed and turned over to said board for the urpose of control
and management shall be ascertained and n.limsa.tei

The board shall, on or befors January 1, 1987, file with Congress
6 statement of its allocation of the value of all such roperties
turned over to said Board and which have been completed prior to
the end of the preceding fiscal year, and shall thereafter in its annual
report to Congress file a statement of its allocation of the value of
such properties as have been completed during the preceding fiscal
year.
For t.hi]purpnsﬂ of accumulating data useful to the Co in
the formulation of legislative policy in matters relating to the
generation, transmission, and distribution of electric ener and the
production of chemicals n to national defense n.ngy useful in
agriculture, and to the Federal Power Commission and other Fed-
eral and State agqneias, and to the public, the board shall keep com-
plete accounts of its costs of eration, transmission, and distribu-
tion of electric energy and 518:‘11 keep a complete account of the
total cost of generating and transmission facilities constructed or
otherwise acquired by the Corporation, and of producing such chemi-
cals, and a description of the major components of such costs accord-
ing to such uniform system of munt.inf for public utilities as the
Federal Power Commission has, and if it have none, then it is
hereby empowered and directed to prescribe such uniform system of
accounting, together with records of such other physical dats and
operating statistics of the Authority as may be hafpf‘l':fl in determin-
ing the actual cost and value of services, and the practices, methods,
facilities, equipment, appliances, and standards and sizes, types
location, an geographical and economie integration of plants and
systems best suited to promote the public interest, efficiency, and the
wider and more economical use of eleetric energy. Such data ghall
be reported to the Cungms by the board from time to time with
appropriate analyses and recommendations, and, so far as practicable,
shall be made available to the Federal Power ommission and other
Federal and State agencies which may be concerned with the admin-
1stration of legislation relating to tge- generation, transmission, or
distribution of electric aner%ly and chemicals useful to agriculture,
It is hereby declared to be the policy of this Act that, in order, as
soon as practicable, to make the power projects self-supporting and
seIf—hqlmldatinf, the surplus power nha]f be sold at rates which, in
the opinion of the board, when applied to the normal capacity of
the Authuntz-‘s power facilities, will produce gross revenues in excess
of the cost of production of said g):mer and in addition to the state-
ment of the cost of power at each power station as required by sec-
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tion § (a) of the “ Tennessee Valley Act of 1933 ", the board shall
file with each annual report a statement of the total cost of all power
generated by it at all power stations during each year, the aver
cost of such power per kilowatt-hour, the rates at which sold, and
to whom sold, and copies of all contracts for the sale of power,

Sec. 18, In the construction of any future dam, steam plant, or
other facility, to be used in whole or in part for the generation or
transmission of electric power the board is hereby authorized and
empowered to issue on tﬁe credit of the United States and to sell
serial bonds not exceeding $50,000,000 in amount, having a maturity
not more than fifty years from the date of the issue thereof, and
bearing interest not exceeding 314 per centum per annum, Said
bonds shall be issued and sold in amounts and Li:ri::as approved by
the Seeretary of the Treasury, but all such bon s 85 may be so is-
sued and sold shall have equal rank. None of said bonds shall be
sold below par, and no fee, comnission, or compensation whatever
shall be paid to any person, firm, or corporation for handling, ne-
gotiating the sale, or selling the said bonds. All of such bonds so
issued and sold shall have 51 the rights and privileges accorded by
law to Panama Canal bonds, authorized by section 8 of the act of
June 28, 1902, chapter 1302, as amended by the act of December 21,
1905 (ch. 3, sec. 1, 34 Stat. 5), as now compiled in section 748 of title
81 of the United States Code. All funds derived from the sals of
such bonds shall be paid over to the Corporation.

Sec. 15a. With the approval of Lharggcretary of the Treasury,
the Corporation is authorized to issue bonds not to exceed in the
aggregate $50,000,000 ontstanding at any one time, which bonds may
be sold by the Corporation to obtain funds to carry out the pro-
visions of section 12a of this Act. Such bonds shall be in sugh
forms and denominations, shall mature within such periods not more
than fifty years from the date of their issue, may Ee redeemable at
the option of the Corporation before maturity in such manner as
ma) ga stipulated therein, shall bear such rates of interest not ex-
oec}ing H%pﬁiar centim per annum, shall be subject to such terms and
conditions, shall be issued in such manner an amount, and sold at
such prices, as may be prescribed by the Corporation with the ag;
proval of the Secretary of the Treasury: Provided, That such bon
shall not be sold at such prices or on such terms as to afford an in-
vestment yield to the holders in excess of 314 per centum dper annum,
Such bonds shall be fully and unconditionally guaranteed both as to
interest and principal by the United States, and such aranty shall
be expressed on the face thereof, and such bonds shall be lawful in-
vestments, and may be accepted as security, for all fiduciary, trust,
and public funds, the investment or deposit of which shall be under
the nuthority or control of the United éjtates or any officer or officers
thereof. In the event that the Corporation should not ]lm upon de-
mand, when due, the principal of, or interest on, such bonds, the
Secretary of the Treasury shall (fm.jr to the holder the amount
thereof, which is hereby authorized to be appropriated out of any
moneys in the Treasury not otherwise approprinted, and thereupon
to the extent of the amount so paid the Secretary of the Treasury
shall succeeed to all the rights of the holders of such bonds. The
Secretary of the Treasury, in his diseretion, is authorized to purchase
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any bonds issued hereunder, and for such purpose the Secretary of
tl-nzaJr Treasury is authorized to use as & public-debt transaction” the

roceeds from the sale of any securities hereafter issued under the
gecnnd Liberty Bond Aet, as amended, and the pm;gooaa for which
securities may be issued under such Act, as amended, are extended
to include any purchases of the Corporation’s bonds hereunder. The
Secretary of the Tmnaﬂ may, at any time, sell any of the bonds of
the Corporation acquired by him under this section. All redemp-
tions, purchases, and sales by the Secre of the Treasury of the
bonds of the Corporation shall be treated as public-debt transac-
tions of the United States. With the approval of the Secretary of
the Treasury, the Corporation shall have power to purchase such
bonds in the open market at any time and at any price. No bonds
shall be issued hereunder to provide funds or bonds necessary for
the performance of any proposed contract negotiated by the Corpo-
ration under the authority of section 12a of this Act until the
proposed contract shall have been submitted to and approved by
the Federal Power Commission. When any such proposed contract
shall have been submitted to the said Commission, the matter shall
be given precedence and shall be in every way expedited and the
Commission’s determination of the matter shall be final. The au-
thority of the Corporation to issue bonds hereunder shall expire at
the end of five years from the date when this section as amended
herein becomes law, except that such bonds may be issued at any time
after the expiration of said period to provide bonds or funds neces-
sary for the performance of any contract entered into by the Corpo-
ration, prior to the expiration of said period, under the authority
of section 12a of this Aet,

.Sec, 16, The board, whenever the President deems it advisable, is
hereby empowered and directed to complete Dam Numbered 2 at
Muscle Shoals, Alabama, and the steam plant at nitrate plant num-
bered 2, in the vicinity of Muscle Shoals, by installing in Dam
Numbered 2 the additional power units according to the plans and
specifications of said dam, and the additional power unit in the
steam plant at nitrate plant numbered 2.

Sec. 17. The Secretary of War, or the Secretary of the Interior, is
hereby authorized to construct, either directly or by contract to the
lowest responsible bidder, after due advertisement, s dam in and
across Clinch River in the State of Tennessee, which has by long
custom become known and designated as the Cove Creek Dam, to-
gether with a transmission line from Muscle Shoals, according to
the latest and most approved designs, including power house and
hydroclectric installations and equipment for the generation of
power, in order that the waters of said Clinch River may be im-
pounded and stored above said dam for the purpose of increasing and
regulating the flow of the Clinch River and the Tennessee River
below, so that the maximum smount of primary power may be
developed at Dam Numbered 2 and at any and all other dams below
the said Cove Creek Dam: Provided, however, That the President is
hereby authorized by appropriate order to direct the employment by
the Secretary of War, or by the Secretary of the Interior, of such
engineer or engineers as he may designate, to perform such dnties
and obligations as he may deem proper, either in the drawing of
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plans and specifications for said dam, or to orm any other work
in the building or construction of the same. %ﬂ President mz:,r,ulgy
such order, place the control of the construction of said dam in the
hands of such :ﬁgmmr or engineers taken from private life as he

may desire: And provided further, That hereb
expﬁg autherized, without to the restriction or limxt:l.t?nﬁ
ﬂf Fkin er ute, to sele 3§ ssistants for [

¥ - overnment has
beelThjured or unjustTy ¥ hts.

SEC, I8, order to enable and empower the Secretary of War
the Secretary of the Interior, or the board to earry out th?nuthuritj:
hereby conferred in the most economical and efficient manner, he or
it is hereby authorized and empowered in the exercise of the powers
of national defense in aid of navi tion, and in the control of the
flood waters of the Tennessee and Mississippi Rivers, constituting
channels of interstate commerce, to exercise the right of eminent
domain for all purposes of this Act and to condemn all lands, ease-
ments, rights-of-way, and other area necessary in order to obtain a
site for said Cove k Dam, and the flowage rights for the reser-
voir of water above said dam, and to negotiate and conclude con-
tracts with Btates, counties, municipalities, and all State agencies,
and with railroads, _ra;!maci corporations, common carriers, and all
Eublmmhhg commissions, and any other person, firm, or corpora-
tion, for the relocation of railroad tracts, highways, hig WAY
bridges, mills, ferries, electric-light plants, and any and all other
properties, enterprises, and projects whose removal may be NECessAry
in order to carry out the provisions of this Aet. en said Cove

Dam, transmission line, and power house shall have been com-
pleted, the possession, use, and control thereof shall be intrusted to
the corporation for use and operation in connection with the general
Tennessee Valley project and to promote flood control and navigation
in Et.he '{';m'lraﬁme(}o iver,

0, 19. The Corporation, as an instrumentality and agency of th
Government of the United States for the ]:Illll'pgaﬂ of {-gxecfx{ing it:
constitutional powers, shall have access to the Patent Office of the
United States for the purpose of studying, ascertaining, and copying
all methods, formulae, and scientific information (not inclu ing
access to pending applications for patents) necessary to enable the
Corporation to use and employ the most efficacious and economical

rocess for the production of fixed nitrogen, or any essential ingre-

ent of fertilizer, or any method of improving and cheapening the
production of hydroelectric power, and any owner of a patent whose
patent rights may have been thus in any way copied, used, infringed,
or employed by the exercise of this authority by the Corporation
shall have as the exclusive remedy a cause of action against the Cor-
poration, to be instituted and prosecuted on the equity side of the
appropriate district court of the United States for the recovery of
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reasonable compensation for such infringement. The Commissioner
of Patents Hhalﬁumish to the Corporation, at its request and with-
out payment of fees, copies of documents on file in his office: Pro-
uidss_, at the benefits of this section shall not apply to any art,
machine, method of manufacture, or composition of matter discov-
ered or invented by such employee during the time of his employ-
ment or service with the Corporation or with the Government of the
United States.

Sec. 20. The Government of the United States hereby reserves
the right, in case of war or national emergency declared by Congress,
to take possession of all or any part of the property described or
referred to in this Act for the purpose of manufacturing explosives
or for other war purposes; but, if this right is exercised by the
Government, it shall pay the reasonable and fair damages that may
be suffered by any party whose contract for the purchase of electric
power or fixed nitrogen or fertilizer ingredients is hereby violated,
after the amount of the damages has been fixed by the United States
Court of Claims in proceedings instituted and conducted for that
purpose under rules prescribed by the court.

Sec. 21. (a) All general penal statutes relating to the larceny,
embezzlement, conversion, or to the improper handling, retention,
use, or disposal of public moneys or property of the United States,
shall apply to the moneys and property of the Corporation and to
moneys and properties of the &itﬂi States intrusted to the
Gﬂrgu;ation. -

(b) Any.person who, with intent to defraud the Corporation, or to
deceive any director, officer, or employee of the Corporation or any
officer or employee of the United States (1) makes any false entry
in any book of the Corporation, or (2) makes any false report or
statement for the Corporation, shall, upon conviction thereof, be
ﬁmle]d ?lnt more than $10,000 or imprisoned not more than five years,
or both.

(c) Any person who shall receive any compensation, rebate, or
reward, or sﬁmll enter into any conspiracy ca]fui?on, or agreement,

ress or implied, with intent to defraud the Corporation or wrong-
efilrﬁy and unﬁ‘nwfulljr to defeat its purposes, shall, on conviction
thereof, be fined not more than $5,000 or imprisoned not more than
five years, or both,

Sec. 22, To aid further the proper use, conservation, and develop-
ment of the natural resources of the Tennessee River drainage basin
and of such adjoining territory as may be related to or materially
affected by the development consequent to this Act, and to provide
for the general welfare of the eitizens of said areas, the President
is hereby authorized, by such means or methods as he may deem
proper within the limits of appropriations made therefor by Con-

ess, to make such surveys of and general plans for said Tennessee

asin and adjoining territory as may be useful to the Congress and
to the several States in guiding and controlling the extent, sequence,
and nature of development that may be ec}nituhly and economically
advanced through the expenditure of public funds, or through the
guidance or control of public authority, all for the general purpose
of fostering an orderly and proper physical, economic, an social
development of said areas; and the President is further authorized
in making said surveys and plans to cooperate with the States affectod
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thereby, or subdivisions or agencies of such States, or with coopera-
tive or other organizations, and to make such studies, experiments, or
demonstrations &8s may be necessary and suitable to that end.

_Seo. 2. The President shall, from time to time, as the work pro-
vided for in the preceding section progresses, recommend to Congress
such legislation as he deems proper to carry out the general purposea
stated in said section, and for the ial purpose of bringing about
in said Tennessee drainage basin an adjoining territory in conform-
ity with said general purposes (1) the maximum amount of flood
control; (2) the maximum development of said Tennessee River for
navigation purposes; (8) the maximum generation of electric power
consistent with flood control and navigation (4) the proper use of
marginal lands; (]I.']S} the proper method of reforestation of all lands
in said draina asin suitable for reforestation ; and (6) the eco-
nomic and social well-being of the people living in said river basin.

Sgc. 24. For the purpose of securing any rights of flow , or
obtaining title to or possession of any property, real or pemnn:fﬂthat
may be necessary or may become necessary, in the earrying out of any
of the provisions of this Act, the President of the United States for
8 period of three years from the date of the enactment of this Act,
is hereby authorized to acquire title in the name of the United States
to such rtﬁ?ﬁ or such ﬁuperty, and to provide for the payment for
same by directing the board to contract to deliver power generated
at any of the plants now owned or hereafter owned or constructed by
the Government or by said Corporation, such future delivery of
power to continue for a period not exceeding thirty years. Likewise,
for one year after the enactment of this Aect, the gmaident is further
authorized to sell or lease any parcel or part of any vacant real estate
now owned by the Government in said Tennessee River Basin to
persons, firms, or corporations who shall contract to erect thereon
factories or manufacturing establishments, and who shall contract to
purchase of said Corporation electric power for the operation of any
such factory or manufacturing establishment. No contract shall be
made by the President for the sale of any of such real estate as may
be necessary for present or future use on ‘the part of the Governmert
for any of the purposes of this Act. Any such contract made by the
President of the United States shall be carried out by the board:
Provided, That no such contract shall be made that will in any way
abridge or take away the preference right to purchase power given
in this Act to States, counties, munici[lmIities, or farm organizations:
Provided further, That no lease shall be for a term to exceed fifty
years: Provided further, That any sale shall be on condition that
said land shall be used for industrial purposes only.

Sec. 28, The Corporation may cause proceedings to be instituted
for the acquisition by condemnation of any lands, easements, or
rights-of-way which, in the opinion of the Corporation, are neces-
sary to carry out the provisions of this Act. T%?prmdin ghall
be instituted in the United States district court for the district in
which the land, easement, right-of-way, or other interest, or an part
thereof, is located, and such court shall have full jurisdiction to
divest the complete title to the property sought to be acquired out of
all persons or claimants and vest the same in the United States in fee
simple, and to enter a decree quieting the title thereto in the United
States of America.
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U the filing of a petition for condemnation and for the pur-
pmpﬁ? ascertaining the value of the property to be mcquired, and
assessing the compensation to be paid, the court shall appoint three
commissioners who shall be disinterested persons and who shall take
and subscribe an oath that they do not own any lands, or interest or
dasement in any lands, which it may be desirable for the United
States to acquire in the furtherance of said project, and such commis-
sioners shall not be selected from the locality wherein the land sought
to be condemmed lies. Such commissioners shall receive a &531: diem
of not to exceed §16 for their services, together with an additional
amount of $5 per day for subsistence for time actually spent in per-
forming their duties as commissioners, y

1t shall be the duty of such commissioners to examine into the
value of the lands sought to be condemned, to conduct hearings and
receive evidence, and generally to take such apfmpnata steps as may
be proper for the determination of the value of the said lands sought
to lga condemned, and for such purpose the commissioners are author-
ized to administer oaths and subpena witnesses, which said witnesses
shall receive the same fees as are provided for witnesses in the Fed-
eral courts. The said commissioners shall thereupon file a report
setting forth their conclusions as to the value of &?e said property
sought tq be condemned, making & separate award and valuation in
the premises with respect to each separate parcel involved, Upon
the filing of such award in court the clerk of said court shall give
notice of the filing of such award to the parties to said proceeding, in
manner and form as dirccted by the judge of said court.

Either or both parties may file exceptions to the award of said
commissioners within twenty days from the date of the filing of said
award in court. Exceptions filed to such award shall be heard before
three Federal district judges unless the parties, in writing, in person
or by their attorneys, stipulate that the exceptions may be heard
before a lesser number of Judges. On such hearing such judges shall
pass de novo upon the proceedings had before the commissioners,
may view the property, and mﬂ.iy take additional evidence. Upon
such hearings the said judges shall file their own award, fixing therein
the value of the pmpert{ sought to be condemned, regardless of the
award previously made by the said commissioners,

At any time within thirty days from the filing of the decision of
the district judges upon the hearing on exceptions to the award
made by the commissioners, either party may appeal from such deci-
sion of the said ju to the cireuit court of appeals, and the said
vireuit court of upEeala shall upon the hearing on said appeal dispose
of the same upon the record, without regard to the awa.rafs or findings
theretofore made b{ the commissioners or the district judges, and
such cireuit court of appeals shall thereupon fix the value of the said
property sought to be condemned,

Upon Mm&hnm of an award by the owner of any property herein
provided to be appropriated, and the pniyrnent of the money awarded
or upon the failure of either party to file exceptions to the award of
the commissioners within the time specified, or upon the award of
the commissioners, and the payment of the money by the United
States pursuant thereto, or the payment of the money awarded into
the registry of the court by the Corporation, the title to said prop-
erty and the right to the possession thereof shall pass to the United

.
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States, and the United States shall be entitled to & writ in the same
b ing to dispossess the former owner of said property, and all

] eaam nts, and attorneys of such former owner, and to put the
U]]_i ) 1

tates, by its corporate creature and agent, the Corporation,
into possesgion of said :

In the event of any property owned in whole or in part by minors
or insane persons, or incompetent persons, or estates of decease
persons, then the legal representatives of such minors, insane per-
sons, incompetent persons, or estates shall have power, by and with
the consent and approval of the trial judge in whose court said
matter is for determination, to consent to or reject the uwards of
the commissioners herein provided for, and in the event that there
be no legal representatives, or that the legal representatives for
such minors, insane persons, or incompetent persons shall fuil or
decline to act, then such trial judge may, upon motion, appoint a
guardian ad litem to act for such minors, insane persons, or incom-
petent persons, and such guardian ad litem shall act to the full extent
and to the same purpose and effect as his ward could act, if com-
petent, and such guardian ad litem shall be deemed to have full
power and authority to mfgoni to conduct, or to maintain any
proceeding herein provided for affecting his said ward.

Skc. 26. Commencing July 1, 1936, the proceeds for each fiscal
Yyear derived by the board from the sale of power or any other prod-
uets manufactured by the Corporation, and from any other activities
af the Corporation including the disposition of any real or personal
property, shall be F:id into the Treasury of the United States at
the end of each calendar year, save and except such part of such
aouaeds as in the opinion of the board shall be necessary for the
O rguratmp in the operation of dams and reservoirs, in conducting
its business in generating, transmitting, and distri’hutiug electric
€ne: and in manufacturing, selling, and distributing fertilizer
and fertilizer ingredients. A continuing fund of $1,000,000 is also
excepted from tha requirements of this section and may be withheld
by the board to defray emergency expenses and to insure continuous
operation : Provided {‘hat nothing in this section shall be construed
to prevent the use by the board, after June 30, 1986, of proceeds
accruing prior to July 1, 1986, for the payment of obligations law-
fully incurred prior to such latter date.

Sec. 28a. The unified development and regulation of the Tennessee
River system requires that no dam, appurtenant works, or other
obstruction affecting navigation, flood control, or public lands or
reservations shall be constructed, and thereafter operated or main-
tained across, along, or in the said river or any of its tributaries
until plans for such construction, operation mdy maintenance shall
have been submitted to and approved by the board ; and the con-
struetion, commencement of construction, operation, or maintenance
of such structures without such 1.::131::rt.'ﬂr(:;‘i“5 is_hereby prohibited.
When such plans shall have been approved, deviation therefrom
cither before or after completion of such structures is prohibited
unless the modification of such plans has previously been submitte
to and approved by the board.

In the event the board shall, within sixty days after their formal
submission to the board, fail to approve any plans or modifications,
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as the case may be, for construction, operation, or maintenance of
any such structures on the Little Tennessee River, the above require-
ments shall be deemed satisfied, if upon application to the Secretary
of War, with due notice to the Corporation, and hearing thereon
such plans or modifications are approved by the said Secretary of
War as reasonably adequate and effective for the unified develop-
ment and regulation of the Tennessee River system., :

Such construction, commencement of construction, operation, or
maintenance of any structures or parts thereof in violation of the
provisions of this section may be prevented, and the removal or
discontinuation thereof required by the injunction or order of an
distriet court exercising jurisdiction in any district in which su
structures or parts thereof may be situated, and the Corporation is
hereby authorized to bring appropriate proceedings to this end.

The requirements of this section shaﬁ not be construed to be a
substitute for the requirements of any other law of the United
States or of any State, now in effect or hereafter enacted, but shall
be in addition thereto, so that any approval, license, permit, or other
sanction now or hereafter required by the provisions of any such
law for the construction, operation, or maintenance of any structures
whatever, except such as may be constructed, operated, or main-
tained by the Corporation, shall be required, notwithstanding the
provisions of this section. '

Sec. 27. All appropriations necessary to carry out the provisions
of this Act are hereby authorized.

Sec. 28. That all Acts or parts of Acts in conflict herewith are
hereby repealed, so far as they affect the operations contemplated by
this Act.

Sec, 29. The right to alter, amend, or repeal this Act is hereby
expressly declared and reserved, but no such amendment or repeal
shall operate to impair the obligation of any contract made by said
Corporation under any power conferred by this Aet. .

Sec. 80.* The sections of this Act are hereby declared to be separ-
able, and in the everit any one or more sections of this Act be held to
be unconstitutional, the same shall not affect the validity of other sec-
tions of this Act.

Sko. 81. This Act shall be liberally construed to carry out the pur-
poses of Congress to provide for the disposition of and make neagful
rules and regulations respecting Government properties entrusted
to the Authority, provide for the national defense, improve naviga-
tion, control destructive floods, and promote interstate commerce and
the general welfare, but no real estate shall be held except what is
necessary in the opinion of the board to carry out plans and projects
actually decided uEf.}n requiring the use ng such land: P ed,
That any land purchased by the Authority and not necessary to carry
out plans and projects actually decided upon shall be sold by the
Authority as agent of the United States, after due advertisement, at
public auction to the highest bidder, or at private sale as provided in
section 4 (k) of this Act.

1 Heetlon 106 of the amendatory Act provides as follows : !
“That the sectlons of thls Act nre hercby declared to be separable, and In the

event of any one or more sectlons of this Act, or parts thereof, be heéld to be
unconstitutionnl, sueh lLelding =t all not affect the valldity of of:her gectlons or
parts of this Aet."

U8, GOVERHMENT FRINTING OFFICE | INS8
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TENNESSEE VALLEY AUTHORITY

Memorandum from Arthur Morgan:

To H. A. Hurfnn
David Lilienthal
I should like to bring up again the question of a poliey inm
regard to the generation and distribution of power. Our present course,
in the lack of a declared policy, in itself is establishing a poliey
which may not be saslly reversed., The time to meet the situation should

not be further postponed, If we delay muech longer, the temper of the ,
situation may be so set as to make revision impossibls.

The following I hold to be the chlef functions of power genera-
tion and transmission by the Tennessee Valley Authority:

l. To promote the orderly and well proportioned development of the
economic and social resources of the Tennessee River area, including the
generation and transmission of power, as a beginning and as a laboratory

of planned development.

2. To provide "a yardstick™ by which to measure the relative effect-
iveness and econmomy of public and private ownership and operation in the
power field.

The first of these purposes is stated in the law., The second is
part of the program of FPresident Roosevelt, and under all the circumstances
his program and poliey are relevant to the situation., The aim is not to
begin a contest for the general substitution throughout the southern states
of public for private operation at the present time.

A power system, like a rallroad or a telephone system, is in some
respects a natural monopoly. The Interstate Commerce Commission will
properly discourage the building of a new railroad in a region already
adequately served, To build two paralleling and competitive power systems
in a region is an economic waste, if the "yardstick" idea can find ex-
pression otherwise. The private utilities compete with each other in
occupying virgin territory, or in acquiring independent systems, but they
very properly refrain from paralleling each others lines and from competing
for the same customers in the same area, Only technical difficulties of
transmission and interconnection prevent the power systems of the countiry
from gradually becoming in effeot a single monopoly like the Bell Telephone

Srﬂ tem.

(Only inexpertness and ineffielency in government can justify any
such public service monopoly as a great power system remalning in private
ownership. Whether publiely or privately controlled, it is, in effect, a
part of the common public life.)
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For the Tennessee Valley Authority to best work out a planned
economy with reference to power in its area it should have a monopoly of
generation and transmission in that area. (If the techniecal difficulties
of transmission can be so eliminated that tramsmission lines cen becoms
common carriers, then transmission lines ean receive power from any avail-
able souree on an equitable basis, and generation need not be a monopoly.
The private utilities have recognized this in being willing for the govern-
ment to generate power if it did not transmit or distribute power.)

If the Tennessee Valley Authority must establish itself by par-
alleling the lines of private companies, serving some municipalities along
a transmission line, and missing others, then there will be great duplica-
tion of plant and personnel, and great waste, The cost of genmeration and
transmission for the Tennessee Valley Authority may be higher than in a
territory served by a single system, and the comparison of public and pri-
vate ownership will be unfair to publie ownership. Only by having a sub-
stantial monopoly of a territory, as the private utilities do, can a fair

comparison be had,

From the standpoint of a planned development of the Tennessee
Valley Authority territory im all respeets, the same considerations hold
good. This territory can be served best by a single system of transmission
such as characterizes other areas. If the Tennessee Valley Authority area
must experlence the warfare of the duplication of facilities and personnel,
with the hard feeling and bitterness and other unfavorable developments
that would accompany such warfare, then the Tennessee Valley Authority for
a considerable period will be less effective, and will be less representa-
tive of what economic planning ean accomplish. (If such strife is inevi-
table, then economic planning should nevertheless proceed as best it ocam,
for disturbance must sometimes precede progress.)

Furthermore, I belleve that the Tennessee Valley Authority has a
responsibility to those who in good faith have invested in the seeurities
of the private utilities. No unnecessary losses should be ineurred by the
sheer waste‘of a struggle for territory, if that can reasonably be avoided.
A large proportion of those who protested against the Tennessee Valley
Authority act in congress, and in favor of the Alabama Power Company, were
widows or orphans. I do not know whether the Alabama Powser Company spec-
lalized in widows and orphans in distributing its preferred stock, or
whether it keeps a separate list of widow and orphan investors to eircular=-
ize when it wants to hide behind this class of investors, In any case,
these people invested in gooed faith, To whatever extent they invested in
watered stook they should take thelr losses, unless the banking firms that
control these companies can be made to realize their peculiar responsibility,
can be brought to proteet such investors.

However, so far as these investments represent legitimate expen-
ditures, they should not be Jeopardized by any action or attitude of the
Tennessee Valley Authority in bringing on unnecessary duplication of faeil-
ities, if publie operation can be established without such duplication.




—'5-

In my opinion, the poliey of the Tennesses Valley Authority with
reference to power should be as follows:

1. Our board should approach the management of the Gommonwealth and
Southern Co, which controls the Alabama Power Co,, The Tennessee Pamer Co.,
and the Georgia Power Co., and should suggest that a division of territory
be made, the Tennessee Valley Authority to have entire Jurisdietion in its
territory, on condition that it will not compete outside its territory.
Similar agreements can be proposed to the few other private companies af-
fected., The Tennessee Valley Authority area for power distribution cannot
exactly coincide with the drainage area of the Tennessee River, but ean
largely cover the same area., In order to have a fair ®"yardstiek™ for com-
parison of costs 1t is probable that one large clty should be incluled in
the Tennessee Valley Authority area. Large cities now in the distribution
area of the Commonwealth and Southern Co. are Atlanta and Birmingham.

Other large cities in reach are Memphis, Loulsville, Cincinnati, and Pitts-
burgh, If these cities should know that the Tennesses Valley Authar ity
would for the time being take on one of them and no more, it 1s probable
that one of them would decide to establish a municipally owned distribu-
tion system, since some of them now contemplate such a step.

2+ Such a distribution of territory should run for a limited period
say five or ten years, Prior to the end of that period there should be a
reconsideration of the situation. If government operation is proving more
economical and satisfactory, its range should inerease, If, all things
considered, private operation is more satisfactory, then an extension of
government operation would not be indicated, If government operation shoul
fall to compete sucecessfully for a long period, say twenty-five years, it
probably should be given up.

3. In taking over privately owned systems, the priee paid should be
on some such basis as the following:

a. The reproduction cost of equivalent present value should be
paid, material and labor costs being estimated on a basis of average costs
and wages for a considerable period, say July 1, 1523 to July 1, 1933.

b. Some percentage should be added to this for the cost of over-
head and legitimate development expense.

¢. There might be some other legitimate charges, or some modifi-
cation of these, which would be approved by a board of disinterested
accountants and economists who should maeke the appraisal,

4. As %o municipal distribution systems, they might be taken over
by the municipalities, or they might be run by their present owners until
they could be taken over, or they might in special cases be taken over by
the Tennessee Valley Authority with the same sort of appraisal.,

>« One element of policy, suggested in my memorandum of July 28,
has already been adopted by the board, It is that the Tennesses Valley
Authority should oppose the gramnting of further licenses for water power
to private companies within the dralnage area of the Tennessee River,
should acquire by purchase or condemnation any vested rights now existing
in large private projects in that area not yet built, and should endeavor
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to establish the poliey that all water power development on a large scale
and all large soale transmission in the Tennessee Valley Authority area
shall be by the Tennessee Valley Authority. Only a system of considerable
dimensions ean fully demonstrate the feaslibility of public operation.

6. Another policy suggested in my memorandum of about June 5, and
reviewed in the memorandum of July 28, was adopted by the board., It is
that the Tennessee Valley Authority shall sponsor a study to develop
standard accounting, statistical and administrative ma thods for the
management of publicly owned utilities, so that better standards can
be maintained and better comparisons made., This recommendation also
included the promotion of an "Institute of Publicly Owned Utility
Managers™ who would help develop and maintain such standards, and the
promotion of a research and consulting staff to advise on fiscal, engineer-
ing, legal, and administrative policy.

T. With reference to trylng to deal with the Commonwealth m d
Southern Company for exclusive occupation of territory, I believe that
this should be done very soon for the following reasons:

a. It has been President Roosevelt's opinion, expressed to me
both before the Tennessee Valley Authority bill was enacted into law, and
afterward while this matter was under discussion by our board, that the
Tennessee Valley Authority should 1limit the area of its activities in
power transmission, and should, if feasible, maintaln harmonious relations
with private utilities, so that wasteful duplication may be avoided.

b. The present course, of discussing the sale of power with all
inquirers, but with no suggestion of policy to the private utilities, is
equal to a declaration of war, and tends to result in attitudes which will
lead to competition through duplieation of facilities over a wide area,
The present course if persisted in will surely result in an attitude of

strife and antagonism.

8. In case no agreement can be reached with the Commonwealth and
Southern Company, then the Tennessee Valley Authority should proceed
vigorously to establish itself 1n the fisld of power generation and dis-
tribution. There can be no comparison of the relative merit of publie
and private power supply except by actual cases, and the loss incident
to establishing a system of generation and distribution will be Justified
by the need of having a demonstration, if peaceful means to the same end
cannot be found.

I find myself embarrassed in the following manner. Mr. Wilkie,
president of the Commonwezlth and Southern Corporation, asked to see me
to discuss our relations, After a dlscussion with the board I did so, and
endeavored to limit information or commitment to polnts agreed upon in
that discussion with the board., I told Mr., Wilkie that it would be the
poliey of our board to endeavor to work out some harmonlous arrangement
with the Tennessee Power Company, which would protect the interests of
the Tennessee Valley Authority. I told him that we should undertake to
deal direetly and in a straight forward manner with him, and to find
some common ground for procedure, on the assumption that the Tennessee
Valley Authority will generate and transmit power. I told him that in
case of misunderstandings we should take them up directly and at first

hand.
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Our present course leads to uncertainty, misgiving, and
perplexity on the part of the Commonwealth and Southern Co., The pro-
posal that we try together to work out a program is not being followed
ups, I am put in a position of either having made false representations,
or of having been irresponsible, I oconsider 1t necessary that.

Mr,., Wilkie understand that I was aoting in good falth, and so I propose
to send him the followlng letter, unless there are good reasons for

my not doing so:
Dear Mr. Wilkie:

At the time of our conversation in June I expressed the hope
that the Tennessee Vglley Authority and the Commonwealth and Southern
Company could work out a program that would result in the Tennesses
Valley Authority exercising the funetion of generating and distributing
power, under conditions that would be understood and rscognized by both

parties. .

The Tennessee Valley Authority is in process of working out
its policies with reference to power, and has not yet completed the
formulation of a poliey. In order to facilitate the work of the
Authority, it has been found desirable to assign the wvarious functlons
among the dirsctors, though policies are to be decided by the board
as a whole., The execution of poliecles with reference to power have
been assigned to Mr. David Lillenthal, and I suggest that you get in
touch with him in reference to relations of your company with the
Tennessee Valley Authority. In case you desire, meetings can also he
arranged with the board as a whole.

Sineerely yours,

Arthur E. Morgan,
Chalirman of the Board

In conclusion, I believe that postponement of the formula-
tion of a policy with reference to power, and a contlnuance of present
methods of approaching municipalities who consider purchasing power
from the Authority, 1s in effect the establishment of a policy, one
that is econtrary to that which the administration had in mind in
promoting the Tennessee Valley Authority bill in congress, and one that
‘may be contrary to the interests of the Tennessee Valley Authority.

Arthur E. Morgan.

AFM:EL
8-14-33
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July 21, 1933

Hon. Arthur E, Morgan, Chairman,
Tennessee Valley Authority,
Interior Bullding,

Washington, D. C.

Dear Chairman Morgan:

I have received your pencil note "on the distribution
of power." I welcome thls expression of your views: the best way
for the Authority to develop a sound policy on power is through
the frank exchange of views between the directors and with others
directly concerned.

In the first session of the Board of the Authority, on
June 16th, you will recall that you advised the Board of the re-
celipt of a letter from Mr. Wendell L, Wilkie, President of the Common-
wealth and Southern Corporation, in which he suggested the desirability
of a conference between himself and the Authority, to discuss problems
in which both are interested. At that time you stated that we should
seek to cooperate with the private utilities operating in the area
affected by your jurisdietion, that we should lay before them our views
and plans as they develop, and in other ways deal with them in an open
and frank manner, with the understanding that they would deal with us
in the same spirit. You pointed out that in this way we might avoid
111 will, and work out the policy of Congress without the unpleasantness
and perhaps without the economic waste which might result from some
other policy of dealing. You requested the Board for authority to state
to Mr. Wilkle, in your conference with him, that such was our poliey.
After an exchange of views between us it was the sense of the Bard
that in your conferences with Mr, Wilkie the Board was not to be committed
to any poliey. You have furnished us s copy of your statement of what
occurred at your New York meeting with Mr. Wilkie.

At a subsegquent board meeting you proposed that we inform the
Commonwealth and Southern Corporation that the Authority would refrain
from seeking a market for our power except in a certain defined and
agreed area, to which wé would confine ourselves, and from whiech pri-
vate companlises would be excluded, It was your view that such a polley
would avold unpleasantness and 111 will, and minimize wasteful com-
petitive activity. To carry out such a suggested policy you stated
that 1t would be necessary that we deeline to enter into negotiations
with municipalities interested in securing power from Muscle Shoals,
until an arrangement could be worked out with the private utilitles
for such a division of territory. It was my position on this proposal
that in any event it was premature, because we had not had a survey
made of our available market; that until we had the faots in our
possession we should make no commitments at all about our market.
There was, I believe, an agreement by the Board to this position.
Since that time, with the assistance of Mr, Evans, I have been trying
to gather data on that market situation, and on the legal problems
involved, which will be supplemented by a visit to certain ocities in
the territory immediately adjacent to the Wilson Dam.




72
The question of the Board's power pelioy was again raised
on July 12th at a meeting of the board, at whieh Mr, H, A. Morgan was

not present, through the medium of a letter which you suggested send-
ing to Mr. Wilkie. In this proposed letter you wrote as follows:

"When I talked with you recently, we each assured
the other that we would try to reach a friendly
agreement and endeavor to find some basis for
relations other than an uneconomical contest for
position., I assured you thut the Tennessee Valley
Authority agreed 1t would not adopt a pollicy with
reference to distributing power without a sincere
effort to that end. We have therefore not taken
any steps to secure customers for Muscle Shoals
power. When inguiries have beep made, we have
replied that we would looK Into the matter. TWe
have not visited a single locality to discuss the
sale of power, nor have we invited anyone to come
to.see us for that purpose.”

This proposed letter raised the same question of policey,
and after a most courteous consideration of my views, you were con-
slderate enough of my position to change the text of thls letter so
that the Authority was left entirely free to formulate a policy on
this question without commitments of any kind.

I have reviewed the high points of our interchange of views
on our power poliecy so as to bring us to your penciled memorandum,
which raises the question anew. il

With your objective, as therein stated, I am in hearty accord,
‘that is, that there should, if at all possible, be no duplication of
facilities. The wastefulness of such a procedure has long since been

made esvident.

You propose that we "ask the utilities to cooperate with us
in transferring" a territory to us which we are then to serve exclus-
ively; "that until that matter (of a transfer) i1s settled or has had
fair opportunity to be settled we should not go into the market for
eontracts.” Such an interin agreement with the private utilities
would necessarily mean that we would not be free to deal dlreotly
with municipalities and other non-profit organizations desiring to
purchase power from us (except perhaps the tri-citles pear Wilson Dam) .
I must repeat my deeply-felt disagreement with such a policy and such

a procedure.

I am convinced, after the most prayerful reconsideration
of the entire subjeet, that any such commitment would Jeopardize the
program which Congress has direeted us to carry out., The polley
suggested presupposes that with inadequate information and therefore
1limited foresight we can properly agree to confine ourselves even for
a term of years to an area selected by agreement with the utilities.
That commitment, I venture to prophesy, we would soon find would hamper
us in earrying out our legal duties and the policy of Congress, and
might not fit into the other objectives defined by the law,
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I should very much prefer that we proeceed carefully from
one point to another, feeling our way as we go along acquiring mare
information about the territory, our other objectives, eto., rather
than attempting at the outset to formulate a policy which involves
the making of far-reaching commitments the consequences of which we
cannot foresee,

Your memorandum to me suggests the way to the alternative
poliecy which I suggest: namely, that we begin as soon as possible to
serve a few small towns near the Wilson Dam, on a more or less tenta=
tively and experimental rate basis., Specifically, I think we should
consider seriously serving the cities of Florence, Sheffield and Tus-
cumbla, Alabama, at an early date. By the time this can be accomplished
we will have information and experience which will aid us in determining
what should be the next step. In taking each step we may well have in
mind the objective of a particular area in which there will be exclusive
service by the Authority, and also have in mind that we desire areas in
which we can accomplish the other equally important objectives of the
Authority, especially those relating to the building up of localized
industry. For us to make a decision as to where we are going to sell
our power and where we will refrain from doing so in the future before
we have a complete comprehension of how the other interrelated objec-
tives are going to work out, seems to me a most dangerous polioy.
Furthermore, it seems to me unnecessary to make any such commitments.

We can, I believe, without such commitment achieve the ends which all

of us have in mind.

In short, my view of our poliey at this time 1s that we
should refrain rrnm.makinf any commitments whatever for the time being.,
I have not troubled you with a discussion of the doubtful legality of

any formal agreement for a division of territory.

Candor compels me to say that I am most skeptical that we
cen hope for genuine "co-operation™ with the private utilities which
would involve a voluntary relinquishment by them of part of territory
they now serve exclusively. Nevertheless, as specifiec situations
arise you may be sure that I will mske every effort to reaech conclusions
with the private utilities which will be fair and reasonable, as I
often have been able to do in the past, But to premise our power
poliey at this time on the willingness of the privately owned utilities
~ %o work with us, seems to me to be rulning counter to every reasonable
expectation under the circumstances, and what 1s vastly more important,
to expose the work of the hority to the gravest hazards. /

I want get as much light on this gquestion as I can, and to
keep my mind opsnh on it., I am calling on Senator Norris (who is
vacationing in Wisconsin) shortly, and will sound out his views on the
matter, since he 1s the legislative father of the power poliey in our
law. It may be wise to confer with a few other time-tried men and get

the benefit of thelr wlews on this issue.
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I spent a good deal of time with Evans before leaving Washingtonm,
and am working on data now that will make it possible for us to make some
report to the Board soon as to power distribution near Wilson Dam and
in that part of the territory. I am expecting to spepd several days in
Alabama with Evans to determine the facts im thls matter, and repart to
you and Mr, H. A. Morgan.

Faithfully yours,
DAVID E. LILIENTHAL
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Mr. Lilienthal -

. _ May I express myself further on the matter of distributing
power, I think we should treat legitimate power development as an
honorable and desirable activity, and that we should not unnecessarily
stimulate any competitive activity which will destroy invested values.
Moreover, I think that we should assume reasonablemess, fair play and
good will on the part of the utilities unless experience in our own
relations with them demonstrates the contrary. WY S

I belleve we should ocutline an area in which we should like
to take on the generation and transmission of power, and then ask the
utilities to cooperate with us in transferring that territory to us
on fair terms. Until that is done I believe it is unwise for us to
engage to supply power, except as in the case of towns adjoining
Muscle Shoals, the area would unquestionably be included in any such
area taken over.

In order not to lose time I think that the working out of
such an area should be one of our very first undertakings. We should
not agree to permanently stay out of any area, but I think that with
a reasonable area to serve we should agree to stay out of other areas
for a reasonable period. To do otherwise would probably result in

& very wasteful form of competition.

It may be that the utilities will refuse to relinquish any
territory, or what is more likely, they may procrastinate so that we
shall be obliged to break relations while the utilities take an
attitude of injured innocence., Nevertheless I think we should under-
take in good faith to ask them to turn over an area to us on fair terms,
and that untll that matter i1s settled or has had failr opportunity to
be settled, we should not go into the market for contraets.

I am anxious that we move quickly in presenting a proposal
to the utllitles, I recognize the difficulty of antagonizing areas
where we do not offer service, but we can supply but a small part of
the power needed.
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Ostober 18, 1983,
MEMORANDUM FROM THE PRESIDENT
FOR DR, MORGAN

Someone told me that the T,V.A, had
exployed Lawrence Richey, who was Seeretery
%o President Hoover., Surely, this is not
frus, Will you let me know?
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"Tho business of genorating and distributing oloctric power is a
public businosSessss

"Tho intorest of the public in tho widest possiblo use of power
is suporior to any private intorest., Whero the private intorost and
this public interest confliet, tho public interost muet provoilssess

"Tho right of a community to own and operato its own cloctrioc
plant is undeniable, This is one of tho moasuros which the people
may proporly take to proteoct thomsolves ogainst unroasonablo ratos,
Such a cotwrso of action may tako the form of acquiring the oxist-
ing plant, or sotting up o compoting plant, ns ciroumstancos moy dice
t'u-tolll'.

"Tho most important considorations are tho furthoring of tho pub-
lic intorost in making powor awvanilablo at tho lowost ratoc consistont
with sound finonoial polioy, and tho accomplishmont of the social
objoctivos which low cost powor mokos possibloeeses"

=== Dovid E, Lilionthal
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DEVELOPMENT AND UTILIZATION OF ELECTRICITY
IN
TUFELO, MISSISSIPPI
UNDER
TENNESSEE VALLEY AUTHORITY POWER PROGRAM

INTRODUCTION

The City of Tupelo, Mississippi, was the first oity in the Tennesszee
Valley to sign a contract with the Tennessee Valley Authority for supply
of power generated at Musele Shoals. From the date of initial delivery,
February 7, 1934, to the present, sales have continuously increased, and
there has been an ever-widening use of electricity. Tupelo has been the
subject of mugh thought and study on the part of legislators, economists,
and engineers, because performance in Tupelo is taken as illustrative of
the practical execution of the power policy and program developed by the
Tennessee Valley Authority,

The present study sets forth the facts and figures of the tremendous
growth which has taken place during the first five months of operation in
Tupelo, The material of this report was gathered from the books of the
Tupelo Electric Departmemt and from statistical records of the Tenneszsee

Valley Authority.

UNPARALLELED GROWTH

Results for the first five months of oporation of the electric busi-
ness under the low TVA rates disclose an mcceleration in growth within a

short period of time without parallel in the history of the industry. The




extent of this growth is shown in Chart No, II and Table No, II, In March,
1934, immediately after tho introduotion of low TVA rates, the average
residontial consumption was 42 kilowatt hours per monthy by July the aver=
age had inereased to 70 kilowatt hours, and incroaso of 67%, Commereial
consumption was 2568 kilowatt hours por m_.zstumar in July ns oocmpared with
183 kilowntt hours por oustomor in March, an increase of 41% in averago
commeroial consumption, Of particular interest is the growth in the
numbor of oustomors. Thore wore added in this brief period twenty-two
rosidential and twonty-oight commerocial consumers, Tablo No, II shows

tho relative growth in consumption in torms of index numbers, starting
with March, 1934, as the base month at 100s The succceding mumbors indi-

cate the porcentage incronse for each month over March,

TUPELC CONTRASTED WITH THE UNITED STATES AS A WHOLE

It is interosting to comparo porformance in Tupelo with census figures
showing averanges for the sevon Tonnossoo Valloy States and for the United
Statos as a wholc. Taking tho avorage residontial consumption for the '
United States as o wholo as an index, Basc 100, it will bo socon that in
Hhr§h Tup?lo wog only 82, or 18 undor tho avorage for the country. By
Moy, 1934, Tupelo had grown to 94 n.ndt'by July crossed the 100 mark and
roachod o high of 137, in othor words, 37% bettor porformanco than tho
country ot larges As will bo soon from Chart No, III (Tablo No. III),
the Tupelo indox for July, 1934, oxooeds not only the indox for tho Unitod

Statos but also tho indices for oach of the soven Valley States,

‘ s
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TUFELO PAST AND PRESENT

Tho phonominal growth in Tupcle can bo bottor shovm by contrasting
tho consumption during this yoar with consumption ono ycor ngo. Chart
Moe IV and Table No, IV illustrate the volumo of rosidontinl consumption

for tho months of March through July, 1933 and 1934, For this fivo months

poriod, tho 1934 rocord wns 47% abovo that of 1933,

CAUSES OF GROWTH

It is woll to remombor that the vory low rates for clootricity announcod
by tho Tonnessce Valloy Authority on Scptomber 14, 1933, havo boon tho
largest contributing foactor to the ineronso in businoss,. Th? rato poliedoes
of tho Tennessco Valloy Authority aro predicated upon wolume, and all of
its offorts aro dirooted towanrd scouringowidor and bottor uso of olootricity,.
The low pricc of oloctricity inducos customors to make liboral uso of oloce
tric sorviecos whorevor thoy aro desired, Eloctric sorvices arc on the
whole choaper, more convoniont, and more satisfactory in the homo, and it
is only through putting those sorvicos within the reach of the large num=
bor of consumers that tho oloctriec businoss can justify its oporotions,

VWith tho cxpanding usc of clootricity, the costs of gonoration and distri-
bution por unit of enorgy sold are found to doercascs In prineiple, it was
noocssary first to sot forth ratos sufficiontly choap and properly dosigned
as to form, in ordor that customors might bo ablo to use oloetric powors
Vhon thoso ratos wore mado awvailablo to tho publie, tho publie did not

hesitato to tako advantago of tho sorvices and to ineroase consumption,
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Tho spootacular performance in Tupolo boars witnoss to the soundnoss of

the "promotional" principlo. On tho cost sido 4t has boon found that

unit costs havo markodly docroasod and arc woll bolow tho solling prico, ¢

Tho City of Tupolo is now onrning gross rovenuos which arc ontirely

ndoquato to cover nll of its oporating and fixed costs of sorvico, as

woll as o substantial balanco for now construction and for rotiromont of

bonds, Chart No, V and Toblo Noe V indiecato tho approximato portions of

tho consumort's doller which havo boon reguired for various olements of

servico. As shown in Tablo V, out of $1.00 of rovenuo, 41¢ was paid +o

tho Tonnessoo Valloy Authority for wholesalo powor supply; 12¢ wont to |
othor oporating oxponsocs; 8¢ wont for toaxos to bo paid to +ho gonoral

city fund in Tupolo; 3¢ wont to bond intorost; and 16¢ wns sot asido

for doprociation, contingoneios, and now construction, Thoro romeinod 21¢
of net inecomo, of which 8¢ will bo paid to tho City as a foir roturn upon
its Invostmont, and 13¢ will bo nddod to surplus. It should bo notod that
thosoe figures aro approximato and tontativo, bolng based upon five ﬁonths
of operction. Thoy may, howovor, bo takon as reprosontative of flgures
whiech will bo dovoloped for a full anccounting poriod whon sufficiont time
has clapscd, Tablo V prosonts thoso cost figuros in mills por kilowntt ’
hour solds On this basis, tho avorago selling prico is found to bo 16
mills, of which 12.6 mills roprosonts tobal cogt of distribution exclusivo
of not income, ond 3.4 mills ropresonts not incomo., Theo olecctrie busincss
in Tupclo 1s now boing oporanted on n financlally sound basis, and ot the
samo timo is ylolding vory substambtinl savings to the oconsumors of oloce

triﬂity.




On Fobruary 7, 1934, tho formor ratos wero abolished and the TVA ratos
put into offects The redustion in rotos ?hnrgad to rosidontial consumors
avoraged 66%, to commorcinl consumors 58%, and to industrial consumors 46%.
Charts Nose I ond IA (Tqblos Hose I and IA) show tho savings to consumors
from the introduction of TVA ratos,

Due to th? low TVA roteos ond to tho activities of the Eloetric Homo ond
Farm Authority, tho salo of clootric appliances has mowmted rapidly, Within
the poriod frﬂmllﬁn}r 2l to July 21, thoro wore sold 271 refrigorators, 65
eloctric ranges, and 16 oloctric wntor hoators to residents in Tupolo, The
oporation of thoso ocleotrie oppliancos olono will ineronso 'l:.hg annunl rosie

dontial consumption in Tupolo 350,000 kilowntt hours por yoar,

CUSTOMERS, KILOWATT HOURS, /ND DOLLARS

Table VI prosonts data on salog for the momth of Juno, 1934, acoording

to tho four customor groups, residontial, commereinl, industrial, and munici-
pal, Chart No, VIA and Table VIA show the changing character of the total

sales os botweon groups of customors. It will be noted that during the

five month poriod from March through July, 1934, rosidential consumption

hos accounted for an cver-ineroasing portion of the total businoss, that
commorcinl consumption has not changed materially in respect to tho total,
and that industrinl consumption has anccounted for a smaller and smaller pore
contage of the total, both in kilowntt hours and in rovonue, In July, 1934,
rosidontinl usors roprosented 747% of tho total mumbor of consumors, contri-
buted 28% of the rovonuo, and accounted for 20% of the kilowntt hours solde
Similar ratios arc given for tho othor groups of ocustomors in Tnble VIA,
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CHARACTERISTICS OF THE RESIDENTIAL LOAD

In ordor to dotormine moro procisoly tho character of tho rosidontial
load, tho billing figuros woro classifiod in sovoral woys, Tablo No, VII
shows tho distribution of conswors according to rato blockss .1l tho oone
sunors using 50 kilowmtt hours or loss por month woro classod in tho first
block; all of tho consumors using more than 50 byh loss than 201 kiluﬁntt
hours por nonth worc elassod in tho socond block, cte. (Sco Tablo Nos VII.)
About 60% of thoe custonors woro found to bolong to tho first block, 37% to
tho sococond, and only 3% in tho third and fourth blocks combinod, Of tho
total omount of rovonuo colloctod from rosidential customors, 31% was cone
tribuﬁud by customors in tho first block, 57% by the customors in tho sccond
block, and 12% by customors in tho third and fourth blocks combinoed, Chart
Noes VII prosonts tho distribution of consumors nccording to rate blocks, The
four blocks aro mumborod in tho ordor indicated in Tablo Noe VII. Tho
width of oach block roprosonts tho total kilowntt hours used Eylcuatannrn
falling in such block, and tho hoight of oach block roprosonts the averagoe
rate in conts por kilowatt houwr paid by respective custonors, Tho rolative
orooas of tho four hlnckg to onch othor indicate tho rolative rovonucs roalijod
fraa tho salo of cnorgy.

Changos in tho charactor of rosidontial load nay bo scon by controcting
tho size of the customers for thoe nonths of June, 1834, and Juno, 1953, Chart
Noe VIII shows that tho gain in total consumption was roaliged by ineroasos
in usc not only on tho part of large consumers bubt also on tho part of small
and medium consumcrse Toblo Noe VIII shows tho numbor of custonors in oach

class for tho two monthse It will bo notod that thoro wns an inercasc of
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21% in tho mmbor of custonors using ton or rworo lowatt howrs per nonth,
on ineroasse of 62% in customors using twonty or nore kilowatt hours por
nonth, ond an ineronso of 79% in custorors using thirty or noro kilowntt
hours por month. Tho sanic story 1s told by tho two curves drovm on Chart
No. VIII; the upper curvo roprosonts distribution for Junc, 1934, cnd the
lowor curvo for Juno, 1933, tho vortical distanco botwoon tho twe curvos
roprosonting tho chango in the porcontoge of tho total numbor of ocustorors
comsuming noro than the mmber of Jilowntt hours shown nlong tho baso linc,
Tho porcontage distribution of sizo of custorors is tabulated in Table Mo,
VIITh. It will bo noted thot tho inecronso in consumption for the olass
has boon uniform, and that tho total distribution tonds to booono nmore
honogonoous under tho simple Standard TV Rotose ;
In ordor moro cloarly to prosent tho various factors of sizo, tho rosie
dontinl consumors woro arrangoed according to sizo into ton groups, (docilos),
oach group containing an oqual nunbor of custorors, Tho first docilo includos
tho first ton porcomt of tho tobal nurbor of custornors, that is, the 10%
of customors of smallost sigoj tho sccond doeilo includos tho 10% of oustonors
noxt to smollost in sigo, oto., tho tonth dooilo including tho 107 of custow
ners of largost sizo, The avorago kilowntt hours por ocustoror in cach doeilo
is shown in Chart Nos IX, and tho avoragoe charge for cleetriecity in oach
doeilo is shown in Chart No, IXA, It will bo noted in tho latbor thet the
customors with the smallost monthly bills paid tho highost rate in conts
por kllowntt hour for onorgy, and conwersoly, the oustoniors vdth the largost

nonthly bills pald the lowost rato por lxdlowatt hour,
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OLD RATES [ND NEW IN TUPELO

RESIDENTIAL SERVICE

CITY OF TUPELO COMBINATION RATE
IN EFFECT FRIOR TO FEBRU/RY 7,1934:

0 to 25 KWH @ 10¢
Over 256 KWH @ 4¢

MINTMUM MONTHLY BILL - $1,00

JVATILABILITY

Tho nbove rote wos avolloablo for _
rosidencos only and tho customor nust

have hod an eloctric stove or rofrig- -

orator to got this ratec. Othorwlso

the Light Rato appliocd.

TVA STLNDARD RESIDENTIAL RATE
IN EFFECT SINCE FEBRUARY 7, 1934:

First 50 KWH por Mo. @ 3¢ per KWH

Hoxt 160 "* ® " azg " L
Noxt 200 " " " ol * "
Exoogs

Over 400 " n " ao, g L

MIWIMUM MONTHLY BILL

5 Mmporo Motor $0,75

15 " Y 1,00
s0 " - 1.50
AVAILABLE

To all rosidontial customors at local
scoondary voltage olthor 2 wiroe or

5 wiro sorvice as Munieipality nay
roquiroc,




TABLE I-A

OLD RATES J'I.I'{D NEW IN TUPELO

COMMERCIAL SERVICE

CITY OF TUPELC POWER RATE IN
EFFECT PRIOR TO FEBRUARY 7, 19343

0 o 100 KWH @ 10¢

100 to 200 " @ 8¢
200 to 400 " @ 6¢
Over 400 "a 4

MINIMUM MONTHLY BILL

$1.00 allowing 10 KiH

AVAILABLE

To commorcinl customers.

TVA BASIC COMMERCIAL RATE IN
EFFECT SINCE FEBRUARY 7, 1934:

First 260 KWH per Mo. @ 3¢ per KWH
Next 750 " ™ w @ g7 v n
Noxt 1000 " " " @ 1 nm m
Exooss '

Over 2000 " " " @Q0,8¢ " "
MINIMUM HONTHLY BILL

5 Anpere Meter 50 KWH $1,00

15 " " 66 2/3 " $2,00

&0 " & 100 " §3,00
AVATLABLE

To cormercial customers taking sorvice
fron the Munieipality's secondary syster.

DEVELOFMENTAL SURCHLARGE

Basic rote subjeet to o 10% Surcharge
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TJ'L.BLEH

FIVE MONTHS GROWTH IN RESIDENTIAL /M D COMMERCIAL CONSUMPTION

TUPELO, MISSISSIPPI

March .E.Erilll y Juno
RESIDENTIAL
Numbor of Customers - " 874 ‘974 ‘974 964
. Total Consumption (KWH) 41,100 44,100 47,100 59,900
Average KWH per Custoner 42 45 48 61
Growth Index (March m 100)
Total Consumption 100 107 116 146
Mean Consumption 100 107 114 145
COMMERCIAL
Numbor of Custoners ' 321 333 " 345 344
Total Conswption (KWH) 58,700 65,400 72,200 84,300
Avorago KWH per Cusbomer 183 197 209 245
Growth Index (March z 100)
Total Consumption 100 112 123 143
Moon Consumption 100 108 114 134

" 996
69,600
70

170
167

349
89,900

268

153
141

* Revigod to account for change in billing dates.
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TABLE 111

GQHPARISGH'EE TUPELO, MISSISSIFPI

WITH THE STATES IN THE TENNESSEE VALLEY

AND VITH THE UNITED STATES AS A VHOLE

Rosidontial Consumption per Customer Index

Indox of
KWH per Customer
(Percent Rolatives)

United States as o Wholo (1932) 100
Statos:
Eontucky 83
Toennossoce 98
Mississippi 106
North Carolinn 108
Virginia 112
Alabana 114
Goorgis 123
Tupolo - March, 1933 ' 73
Tupolo = March, 1934 82
Tupelo = April, 1954 88
Tupelo - May, 1934 94
Tupelo - Juno, 1934 120
Tupele - July, 1934 137

Sources Consus of Eloectrical Industries - 1932
Us Se¢ Dopartmont of Cormoreco
Buroau of the Consus

=1l -
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March

April

Total & Mos,
S

TUPELQ RESIDENTIAL CONSUMPTION

TABLE IV

1934
o

41,100
44,100
47,100

59,900

69,600

EEI!BDG

PAST AND FPRESENT

1533 = 1934

Actual

1933 Inoroasao
== = = ]
38,300 7,800
32,500 11,600
37,100 10,000
37,000 22,900
3?,990 ElITDO
1TT!EGG ‘ Bé!Gﬂﬂ

- 12 =

Percontago

Incroaso
j—=— |

23,42%
35469
26,95
61489

83.64

47424
== ==




TABLE ¥

~NALYSIS OF DISTRIBUTION COSTS

TUPELO, MISSISSIPPI

FOUR MONTHS OPERATION

MARCE - JUNE 1934

Itom Percont of Rovonucs* 1fills por KWH Sold*=

Cost of Powor Purchasod 4143 Be6

Othor Oporating Costs 11,7 1.9

. Diroot Exponso 6340 845
Doprooiation, Now Constructiom

and Contingonoies 15,9 246

Intorest and Rodemption 17 O3

Taxos 8.2 1e3

Total Exponso T8 48 12,6

Not Incomo 2142 3.4

Loss Equity Roturn to City 7«6 1.2

Not Addition to Surplus 13«6 242

* Rovonuos for period $23,708,78
** KWH Salos for poriod 1,506,693




TABLE VI

CUSTOMERS, KILOWATT HOURS, AND DOLLARS

TUPELC, MISSISSIPPI

MONTH OF JUNE, 1934

Rosidontial Cormorelal Industrial thioiﬁn.l Tm::al

Nubor of Custonors

Roevonuo (Dollars)
Consunption (KWH)

Avorago IWH por Customor
lvorago Roveonuo por Customor

Avorago Rato por KWH

584 344
$1,572 $2,226

59,909 84,302
6049 245
$1.60 §6.47
2462¢ 24644
-1l -

aky

$2
211

7
»226

,849

30,300

§317

1,06¢

2 1,557

§507  $6,530
46,390 402,460
25,195 501
$253 $4,88
1,09¢ l.62¢
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MARCH 1934

Nurbor of Custonmors
Conswiption EKWH
Reovenue Dollars

APRIL 1934

Numbor of Custonoers
Consurption XWH
Roveonue Dollars

MAY 1934
Number of Custonors

Consumption KWH
Rovonuo Dollars

JUNE 1534

Numbor of Customers
Consumption KWWH
Revonuo Dollars

JULY 1934

Humbor of Customors
Consumption KWH
Rovenuo Dollars

TABLE Vi=A

ANALYSIS OF TOTAL SALES TO CONSUMERS

TUPELO, MISSISSIPPL

RESIDENTIAL COMMMERCILL
Aotual Poreont Lobual Poroont
[ — == — = - —=—- ] - = ]

‘974 74,8 "B21 2446
41,100 12,3 58,700 17,7
31,200 22,3  $1,762 32,6

“oT74 Tihel "335 2643
44:100 13,0 65,400 19,3
$1'EEE 22,7 $1,9‘D‘} Sd .2

974 7345 345 2640
47,100 14,8 72,200 22,7
91,329 23,9 2,042 36,7

‘984 73,8 344 2547
59,900 16,8 84,300 23,7
81,672 26,2 2,225 3649

"996 73,7 349 25,8
69,600 19,1 89,000 24,6
31,764 27.8  $2,321  36.6

INDUSTRIAL
Aotunl Porcont
e = = ———=)
8 0.6
232,700 7040
32,420 45,1
. 046
230,000 67.7
$2,392 43,1
= Deb
199,000 62,6
QE,IBB 8.4
T Deb
211,849 59,5
82,226 3649
7T 0.5
205,600 5643
82,258 3546

Totol*
- = —— 1]

1,303
552,500
85,372

1,315
389,500
35,561

1,326
318,300
$6,569

1,335
356,049
36,023

1,352
365,100
46,343

* Exclusivo of Huniecipal Usecs

w 10 =




DISTRIBUTION OF CONSUMERS ACCORDING T0 RATE BLOCKS

TABIE VII

L — —

RESIDENTIAL CONSUMPTION

TUPELO, MISSISSIPPI

lst Block 2nd Blook

JUNE 1934

drd Block 4th Blook Total

Number of Customers - Actunl 588 362
" . " - Porcont 59.75 36.79
Rovonuo Dollars = fAotual {499 ,80 $909,20
" n - Porcont 31,24 56,853
Consumption KWH - Actual 13,137 36,231
L " - Porcont 21,93 60447
ALverage KITH por Customor 22 100
Average Rovonue por Customor 80,86 82,51
Avorage Ryte por KWH 3.80¢ 2.51¢

28
2484

w149,80
9437

7,685
12,83

274
36435

1.95¢

6
0.62

041,00
24,56

2,856
4477

476
86,485

1.44¢

984
100

$1,599.80
100

59,909
100

60,88
81,60

2.62¢

1st Block First
2nd Bloock Noxt
drd Block = oxt

I

50 KWH por ifonth @ 3¢ por KWH
150 KH por Month @ 2¢ por KWH
200 KH por Month @ 1¢ por INH
4th Bloecl: = Excoss ovor 400 KWH por Month @ 0.4¢ por KWH

- 16 =




TABLE VIII

CHANGES IN THE CHARACTER OF RESIDENTIAL LOAD

TUPELO, MISSISSIPPI

MONTHS OF JUNE, 1933, AND JUNE, 1934

(Froquoncy Distribution of tho Sizos of Rosidontial Customors)

Juno 1934 Junc 1933 Incronso Porcont
(Numbor) (Mwribor)
CUSTOMERS USING:

0 or moro Ki[H por HMomth 984 B899 85 9445
10 " n noom 1 910 749 161 21,50
og M m " " n 735 454 281 61,89
20 " n " n i 551 307 oid 79 -"J:E
o M om oo 1 AZT 233 204 87.565
50 " M " n " 294 218 178 Ble.65
go " nooon ft 356 201 155 TT«11
70 " " nooon " 310 184 126 68,48
go " noon n 270 169 101 53,76
gg " m nooon n 230 156 T 47 ok

100 " " n 1 0 103 131 62 47 .33
120 * " n " i 142 76 B7 89433
140 " " " i g9 42 47 111.580
1860 " M "ooon i 57 23 34 147,83
180 " M " f n A5 17 28 164,71
200 M W n " n 34 g 25 277.78
200 " M "o n 16 3 13 %3533
a0 "M nooon " 6 0 6 Inf,.
=17 =




c-9
10 - 18
20 - 29
30 - 39
40 - 45
50 - 59
60 - €9
70 - 79
80 - 89
90 - 99

100 - 109
110 - 119
120 - 129
130 -~ 139
140 - 149
150 - 159
160 - 179
180 - 199
200 - 299
300 - 399
400 - 499

TABLE VIII-A

PERCENTAGE DISTRIBUTION OF SIZE OF CUSTOMERS

RES IDENTIAL CONSUMPTION

TUPELO, MISSISSIPFI

JUNE, 1933 - JUNE, 1934

Juno 1533 Junc 1934
Cumulativo Curmiotivo Cunulativo Cumulativo
Porcont Porcont Porcont Porcont
Customors KiH Custonors H
P T S fu==_ L T I I e
17 4 8 1
80 14 25 5]
66 23 &4 12
T4 30 56 19
76 32 60 2e
78 36 g4 26
80 38 68 51
81 41 T3 a8
83 44 T7 41
85 50 a0 &7
B89 60 B3 52
o2 87 8e 56
93 T2 89 €3
96 79 91 68
98 82 83 Tl
a7 B6 . o4 76
g8 gg 9B 79
99 93 o7 B2
a7 88 o0
g9 95
98

- 18 =




Deciles Customers Dollars E Er oustomer Er oustomer Ear KH
L W - ... T F By W SRy =

TABLE IX

TEN GROUPS OF CUSTOMERS [RRANGED ACCORDING TO SIZE

RESIDENTIAL CONSTIMRS

TUPELO, HISSISSIPPI

IONTH OF MAY 1954

Number Revenue Consumption Average IWH Average Rev, lverage Rate

1 9744 473,08 67249 6491 30,75 10.86¢ I
2 97.4 72,91  1,409,8 14,47 0475 5417
3 97.4 78,16  1,426.6 14,65 0475 5.13
4 97.4 72,98  2,384.3 24,48 0475 3,06
5 Mk 733 2,389.3 24,53 075" 3,06 I
6 97.4 10141  3,331,9 34,21 1,04 " & 5404
T ' 974 13872 4,635.56 | 47,57 1442 2,99 |
8 97¢4 177,64  6,593,0 65,64 1.82 2,78
9 O7.4 225,59  8,686.2 89,18 2,29 2,57
10 97.4 343,54  15,752.5 161,73 3453 2,18 |
|

- 19 =
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COBT OF DISTRIBUTING ELECTRICITY

Aloorn County Electric Power Assooiation ("L “‘“‘“"W

Three Months Ended August 31, 1934 t 4 )
) Share of
Conaumers
7 4 Amount Dollar
Operating Revenues $17,774.23
Non-Operating Income (Net) 73400

$17,847.28 100¢
Operating Expenses:
l. Operating Maintenance

and Expense (Inoluding Energy :
Purchased) (4877.20)

5,826.12 33¢
2. General Administrative
New Business and
Commercial Expense 2,094,659 12¢
3« Taxes 1,508 .48 _B£®
4. Depreciation 1,232.06 ¢
5. Interest 964,43 5¢
Total Expenses and Deductions $11,625.68 66¢
6« Balance Available for
New Construetion and
Retirements 6,221.65 35¢
$17,847.23 100¢
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TENNESSEE VALLEY AUTHORITY

DIRECTORS

ARTHUR E. MORGAN, Chairmen
HARCOURT A. MORGAN

DAVID E., LILIENTHAL

"The business of generating and distributing electric power is
& public business.....

"The interest of the public in the widest possible use of power
is superior to any private interest. Where the privete interest and
this public interest conflict, the public interest must prevail.....

"The right of a community to own and operate its own electric
plant is undeniable. This is one of the measures which the people
may properly teke to protect themselves against unreasonable rates.
Such a course of action may take the form of acquiring the existing
plant, or setting up a competing plant, as cirocumstances may dic-
tatossees

"The most important considerations are the furthering of the pub-
lic interest in making power available at the lowest rate consistent
with sound financial poliecy, and the accomplishment of the social
objectives which low cost power makes possiblesssss”

-== David E., Lilienthal
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DEVELOFMENT AND UTILIZATION OF ELECTRICITY
IN TOFELO, MISSISSIPPI
UNDER TENNESSEE VALLEY AUTHORITY POWER FROGRAM
(Supplement No. I)

INTRODUCTION

¥

Since August, 1934, there has been further marked increase in the
use of electricity in the City of Tupelo, Mississippi. The rate of
growth established during the first five months of operation under the
standard rates of the Tennessee Valley Authority has continued during
the sixth and seventh months. Among the factors governing this contin-
ued rate of growth are the low and non-discriminatory rates, the excell-
ence of the local management, and the response which the people of
Tupelo have given to the entire electricity program. The further elec-
trification of homes has continued, and a large number have already
been fully equipped with electric appliances.

F

FINANCIAL RESULTS

The growth in load has resulted in a tremendous increase in gross
revenues to the City of Tupelo, which distributes electricity to ulti-
mate consumers. Residential revenues have increased from $1,764 in July
to $2,060 in September, commercial revenues from $2,321 in July to $2,544
in September, and industrial revenues from $2,258 in July to $3,378 in
September. During this period, total revenues have increased from 46,807
to $8,867, this increase amounting to more than 30% in two months. The
trend in total consumption and revenues is shown in Table I and Chart I.

Operating expenses, exclusive of cost of power purchased, have not
inereased in proportion to the increase in revenuss. FPower purchased
at wholesale from TVA has been purchased at gradually lowered average
rates, due to improvement in load factor and to the inecrease in volume
of consumption. Volume of sales has expanded rapidly, and net income
available for fixed charges has increased accordingly, month by month.

RESIDENTIAL CONSUMPTION

Average consumption per residential customer reached a maximum
of B9 kilowatt hours for the month of Ssptember. This compares with
70 kilowatt hours for the month of July and 42 kilowatt hours for the
month of March. See Table Iy




B il cpaad

- -
=

During the seven months, the total number of residential censumers
increased by 31, and the mean consumption inereased 112%. Total con-
sumption for the same period increased 116%.

During recent months, the technical press has been burdened with
various statements by electrical engineers to the effect that the use
of averages in public utility comparisons is misleading. It has been
argued that averages of customer consumption do not disclose true con=-
ditions and are, in fact, meaningless and without purpose. BSuch state-
ments must be studied with circumspection. It is true that residential
consumption varies throughout a wide renge from 10 or 20 kilowatt hours
per customer per month to more than 1000 kilowatt hours per customer per
month. However, a large proportion of customers range in consumption
between much narrower limits. To the extent that this range of varia-
tion is reduced, average figures become more and more significant. The
statistical faects relating to consumption in Tupelo, Mississippi, are
given in this report. In these facts, there is evident a central
tendency and direction. The mean consumption in Tupelo is a very
useful figure and can safely be compared with average consumption in
other communities. For the United States as a whole, the average con=-
sumption of electrielty for the census year 1932 was approximately
611, Taking this figure as an index at 100, mean consumption in
Tupelo has been computed as a percent relative for the months March,
1934, through September, 1934, as shown in Table III. The index reached
175 during September and is far in excess of the index for any of the
states in the Tennessee Valley Basin. The behavior of customer usage
as refleoted in this index of prowth is elear and unmistakable.

TUPELO PAST AND PRESENT

The record for residential consumption for the year 1534 bears
extremely favorable comparison with the rescord of 1933. Examination
of Table IV shows increases for the months March through September,
1934, as compared with the same months in the previous year. The
percent gain has increased steadily from a value of 23% in March to
126% in September, the weighted average for the seven months period
being 67%.

DISTRIBUTION OF CUSTOMER REVENUES

The trend of average consumption and average revenue for all
classes of customers is shown in Chart II. The proportional shares

-9 -
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of consumption and of revenue accounted for by the several classes of
customers are shown in Charts III and IV and also in Table I. It should
be noted that each of the major classes has shown an upward trend, the
trend of the totals showing the cumulative effect of all individual
¢lass trends.

ERRORS OF ESTIMATE

Under the Tennessee Valley Authority Standard Residential Rate
Schedule, the residential customers in the City of Tupelo purchased
approximately 41,000 kilowatt hours in the month of March of this year. |
For this amount of energy, the Clty derived a revenue of approximately
$1,200, representing an average rate of 2.9¢ per kilowatt hour, or
$1.23 per customer. In September of this year, approximately 89,500
kilowatt hours were used, and approximately $2,060 was paid for this
use. The resulting average rate was 2.3¢ per kilowatt hour, involving
an average bill of $2.05 per customer. In the determination of the
average rate per kilowatt hour, it should be noted that the figures in
this report have been determined by computing the ratio of actual
revenue in dollars to actual consumption in kilowatt hours. This actual
average rate is somewhat lower than the average rate which would be paid
by an ideal customer consuming an amount equal to the mean consumption
per customer. The discrepancy is in the order of 5 to 10%, and this
should be borne in mind in the computation of savings realized by con-
sumers by the application of Tennessee Valley Authority rates. The dis-
crepancy referred to results from the fact that consumption distributions
are always positively skewed. In other words, those consumers who
used more than the average consumer account for a greater portion of the
total than those who used 1353.

In the interpretation of rates and rate policles, the experience
statistics for the City of Tupelo, Mississippi, are significant. As
indicated above, the use of these actual statistiecs results in con-
clusions more conservative than would be the case were hypothetiecal
statistics employed. The averages which are set forth herein have a
validity which cannot be questioned, and their use for comparative
purposes is justified within a region of stability of 5 to 10%.




TABLE I

_

TREND OF CONSUMPTION AND REVENUE

TUPELO, MISSISSIPPI

MARCH THROUGH SEPTEMBER, 1934

March April* May June July Aupgust Sept,

RESIDENTIAL:

Consumption KWH 41,114 44,097 47,080 59,909 69,628 85,787 89,489
, Revenue Dollars $1,200 #1,266 $1,330 #1,573 $1,764 §2,010 $2,060

COMMERCIAL:

Consumption KWH 58,680 65,434 72,167 84,302 89,903 100,301 101,596
Revenue Dollars  $1,752 $1,904 $2,042 $2,225 82,321 §2,509 §2,544

INDUSTRIAL:
i Consumption KWH 232,724 230,000 199,037 211,849 205,568 247,801 385,143
| Revenus Dollars $2,421 $2,302 #2,188 $2,226 §2,258 $2,456 3,378
I SEASONAL INDUSTRIAL:
Consmptiﬂn IG"-IH EEREREE ] EEEER] "TEREE N @ E o EE 'R ERER (FEEEE | 15"}0{}
Revenue Dollars sasaan saswns sraman sasnn ssanan saamaw #368
MUNICIPAL:
Consumption KWH 36,250 38,000 39,640 46,390 48,350 50,270 48,360
Revenue Dollars $217 $228 $238 §$507 $464 $500 $ag7
TOTAL SALES:
, Number Customers 1,305 1,317 1,328 1,337 1,354 1,363 1,369
Consumption KWH 368,768 377,631 G&57,944 402,450 408,449 484,169 639,988
Revenue Dollars $5,690 $5,790 45,708 {$6,531 6,807 §7,476 8,867
Aver. KWH/Cust. 283 287 270 301 302 355 467
Aver, Rev,/Cust, $4,.28 £4,40 $4.37 $4,89 $5.03 5,48 §6.,48
Aver, Tate/K'TH 1.522 1,63¢ 1.62¢ 1.62¢ 1.67¢ 1.54¢ 1,39¢

* Rovised to account for change in billing dates,

i
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TABLE I1

GROWTH INDICES

RESIDENTIAL AND COMMERCIAL CONSUMPTION

TUPELO, MISSISSIPPI

MARCH THROUGH SEPTEMBER, 1934

March April* May June July  August Sept.
RESIDENTIAL
e Number of Customers 974 974 974 984 996 1,001 1,005
Total Consumption (KWH) 41,100 44,100 47,100 59,900 69,600 85,800 89,500
Average KWH per Customer 42 45 48 61 70 86 89
Growth Index (March=100) '
Total Consumption 100 107 115 146 170 - 209 218
Mean Consumption 100 107 114 145 167 205 212
COMMERCIAL
Number of Customers 321 333 345 344 349 353 352
Total Consumption (KWH) 58,700 65,400 72,200 84,300 89,900 100,300 101,600
Average KWH per Customer 183 197 209 245 2568 284 289
Growth Index (March=100)
Totel Consumption 100 112 123 143 163 171 173
Mean Consumption 100 108 114 134 141 156 158

* Revised to account for change in billing dates.




TABLE ITI

COMPARTSON OF TUPELO, MISSISSIPPI

WITH THE STATES IN THE TENNESSEE VALLEY

AND WITH THE TINITED STATES AS A WHOLE

Mean Residential Consumption Index

FPercent Helatives
Mean Regidentisl Consumption

Index
United States as & Whole (1932) 100
States:
Kentuely 83
Tennessee g8
Mississippi 106
North Carolina 108
Virginia 112
Al abama 114
Georgia # 123
Tupelo - March, 1933 73
Tupelo = llarch, 1934 g2
Tupelo - April, 1934 88
Tupelo - May, 1934 94
Tupele - June, 1934 ; 120
Tupelo = July, 15934 137
Tupelo = Aupust, 1934 168
Tupelo - September, 1934 175
Sourece: Census of Electrical Industries - 1932
I U. §. Department of Commerce

Bureau of the Census




TABLE IV

TUPELO RESIDENTIAL CONSUMPTION

PAST AND PRESERT

1933 - 1934
Actual
Month 1934 1933 Increase
Fe March 41,100 33,300 7,800
April - 44,100 32,500 11,600
May 47,100 37,100 10,000
June 59,900 37,000 22,900
July 69,600 37,900 31,700
August 85,800 44,500 41,300
September 89,500 39,500 50,000
Total 7 Months 437,100 261,800 175,300

Percentage
Increanse

23,42%
35,69

26,95

61.89

83.64

92.81

126.58
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CHART I

TREND OF CUSTOMERS, CONSUMPTION AND REVENUE®
TUPELO - MISS.
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CHART II

O
CHANGES IN MONTHLY AVERAGE. CONSUMPFTION
AND REVENUE"
AVERAGE CONSUMPTION PER CLUSTOMER PER MONTH
AVERAGE REVENUE PER CUSTOMER PER MONTH
AVERAGE RATE PER KILOWATT HOUR
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CHART III
O
TREND OF CONSUMPTION
TUPELO —MISS.
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. d =
BW%{
y /s
< L.
§ .\
O 6 = =
8 =
Z 1 /f
q st 7
V) - ——
| -
§ e
F =l
|
6 .
L. =
g
M
/
. m__g__/
\’) 3
MARCH APRIL. MAY JUNE. UL ALIS, SEPT.
MONTH
-10 -




CHART I

TREND OF REVENUES
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DIRECTORS

ARTHUR E. MORGAN, Chairman
HARCOURT A. MORGAN

DAVID E. LILIENTHAL

"Doeclaration of Policy. This contract is entered into in a
spirit of cooperation and with the desire cn the part of AUTHORITY
and CONTRACTOR so to administer the relationship established by this
contract as to operate to the benefit of CONTRACTOR énd its resi-
dents and of the residents of the Temmossee Valley. In furtherance
of this cooperative relationship AUTFORITY will, by every means with-
in its power, seek to further the cccnomic welfare of CONTRACTOR by
fostering and promoting the increased use of electricity within
CONTRACTOR!'S corporate limite, and by such other means as are pro-
vided by law. CONTRACTOR agrees to cooperate with AUTHORITY in
such program within CONTRACTCOR'S area of operation and to work
with AUTHORITY in furthering the economic well-being of the en-
tire Temnmessee Valley. This contract shall be construed and ad-
ministered in accordance with this statement of policy."

~== Extract from the Power Contract between

Tennessee Valley Authority and City of
Athens, Alabama, March 7, 1934,
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PROGRESS IN THE UTILIZATION OF ELECTRICITY
IN ATHENS, ALABAMA
UNDER TENNESSEE VALLEY AUTHORITY POWER PROGRAM

INTRODUCTION

The power contract between the City of Athens, Alabama, and
the Tennessee Valley Authority became operative on June 1, 1934.
At that time, the consumers received a very material reduction in
the rates charged for electricity, and the Clty of Athens, which
owns its municipal distribution system, recelved an extensive
reduction in the wholesale rate at which it purchases its power
supply. During the four months of operation subsequent to June 1,
there has been a substantial inerease in both consumption and
reveanues.

The record of the City of Athens should be of particular
interest to students of the Tennessee Valley Authority Fower
Program for the reason that this City is the commercial center
of a prosperous farming area and does not contain any large in-
dustries at the present time. Residential and commercial con-
sumers account for the utilization of the entire electriecity
supply, and no part of the revenue from electric operations is
provided by industrial consumers.

The fact that the City of Athens has demonstrated the finan-
cial soundness of Tennessee Valley Authority rate policies is a
matter of great significance. The present study sets forth
statistical information relating to the development which has
taken place during the months from June through September.

RATE REDUCTIONS

Upon commencement of operations under TVA rates, the con-
sumers in Athens received a rate reduction, the extent of which
is indicated in Chart I and Tables I and I-A. Among residential
users, those using lights and small appliances received and re-
duction of approximately 60%. Those who had, in addition, a
refrigerator and a range received a reduction of approximately
42%. Those who had completely electrified homes, including
electric water heaters, received a reduction of approximately
50%. Similarly, commercial users received reductions ranging
from 45 to 60%. While the new rates are among the lowest in the
United States, the City of Athens has not undertaken to subsidize
consumers in any way whatscever. At the time that the rate
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reduction was put into effect for residential and commercial users,
the City of Athens received a reduction of approximately 50% in the
cost of its power supply. Prior to June 1, 1934, Athens purchased
wholesale power from the Alabama Power Company. The reduction in the
cost of electricity is shown in Chart II and Table II.

GROVITH IN CONSUMPTION

The trend of consumption is shown in Tables III and IV and
Charts III and IV. Mean residential consumption for September was
exactly twice mean residential consumption for May, 1934, the last
month prior to the introduction of Tennessee Valley Authority rates.
Mean commereial consumption increased 22% during the four months per-
iod. The average revenue per residential customer was $1.94 in Sep~-
tember as compared with $1.57 in June. Average per customer revenue
for commercial users was $5.97 in September as compared with $5.25 in
June. It should be noted that the number of residential customers
increased from 561 to 602 (Cf. Table IV). The addition of new cus~-
tomers is a factor which frequently depresses the average figures
during the first two or three months for the reason that new cus-
tomers are frequently low usage customers for sometime pending the
purchase of appliances and the fuller electrification of their homes.

ATHENS CONTRASTED WITH THE UNWITED STATES AS A WHOLE

The mean consumption per customer for residential users in Athens
has been computed as a percent relative of the mean residential con-
sumption for the United States as a whole. The response +o promotion-
al rates has besn such that the Athens relative has inereased from 51
in May, 1934, to 183 in September. The relative performance in Athens
is contrasted with the census figures for the seven Tennessee Valley
states and for the United States as a whole in Chart III and Table
I1I-A. The tremendous increase which has taken place in Athens sug-
gests that the residential demand for electricity is a highly elastic
quentity. The actual residential revenue for the United States as a
whole in 1932 was $660,000,000, for which approximately 11,790,000,000
kilowatt hours were supplied. If the United States as a whole were
put upon precisely the same basis as Athens, Alabams, the total con-
sumption would have been 21,000,000,000 kilowatt hours and the total
revenue would have been $463,000,000. In other words, if the consump-
tion in the United States were to increase from 1932 figures to the
level now obtaining in Athens (August, 1934), there would take place
an increese of approximately 9,000,000,000 kilowatt hours, and there




would be a saving to residential users throughout the country of
approximately $187,000,000 per year. In other words, residential
users would receive 78% more electric service and would pay for

the greater amount 28% less than they now pay. Were the residential

gconsumption to increase S,QGG,ODD,GGD kilowatt hours per year,
there would be required in the order of 3,000,000 kilowatts of
additional productive capacity to supply this increase.

RESIDENTIAL CONSUMPTION PAST AND PRESENT

The changing character of residential gonsumption is shown in

Chart VII and Table VII. In August, 1933, only 65% of the customers

used more than 20 kilowatt hours per month, while in August, 1934,
77% used more than 20 kilowatt hours per month.

In 1933, there were only 28% of customers using more than 70

kilowatt hours per month as compared with 37% of the customers in
1534,

CHARACTERISTICS OF THE RESIDENTIAL CLASS

An analysis of the distribution of consumers according to rate
blocks is shown in Chart V and Table V. It will be noted that 67%
of the consumers use less than 50 kilowatt hours and account for
16% of the total consumption. The consumers in this block average
only 23.6 kilowatt hours per customer. Customers in the second
block represent 31.5% of total number of customers, contribute
42,4% of the revenue, and use an average of 109 kilowatt hours per
oustomer. The fourth block contains customers whose use exceeds
400 kilowatt hours per month. Three percent of the customers were
in this block, and they contributed 11.8% of the revenue. Their
consumption averaged 695 kilowatt hours per customer and accounted
for 23.3% of total consumption. They paid en average of $7.68 per
customer, equivalent to 1.1¢ per kilowatt hour.

The distribution of consumers according to the size of thelir
consumption is shown in Chart VI. It will be noted that the mean
econsumption for August was 90.9 kilowatt hours per customer. This
is at the rate of more than 1,000 kilowstt hours per customer per
year. The modal consumption is only 23.6 kilowatt hours, the lower
quartile being 21 and the higher quartile being 108, indicating a
positive skewness of more than 60%. A close examination of Chart
VI indiocates that a secondary mode may soon become apparent at a
point in the neighborhood of 85 kilowatt hours per customer. If

the sale of refrigerators continues, there is every reason to believe

that this change will take place and that the mode will shift from
the lighting mode of 24 to a lighting plus refrigeration mode of
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around 86. During the five months from May toc September, there
were sold in Athens 122 refrigerators, which is in the order of
one to every five customers. In addition, there were sold 61
ranges and 24 water heaters.

Table VI shows the consumption and revenue of residential
customers arranged in quartile groups. The first quartile group
includes the 25% of the total number of customers smallest in point
of use. The second quartile group represents the next succeeding
256% of customers in order of size. The average usage and the aver-
age bill paid indiecate roughly the classifications intoc which resi-
dential consumers fell for the month of August. If present trends
continue, and there is every reamson to believe that they will, the
average consumption in the second and third quartile groups will be
subsvantially greater.

CONCLUSION

From the statistics contained in this report, one may infer
the characteristic behavior of residential consumption under & low
level of rates. This behavior has been the same wherever TVA rates
have been applied and is in accord with the classleal laws of supply
and demand. In determining the characteristic price-velume relation-
ships, one must note that it is necessary not only to reduce rates
but to reduce them to a sufficiently low level, - low with respect
to encouraging abundant use. There are many deterrents to increased
use of eleetricity, but there is little doubt that the most important
of these is the deterrent of price. At the present time, the City of
Atlhers hes vanquished the price problem and is covering the whole
ecost of distributing electricity to its residential and commercial
USETS.




TABLE I

OLD RATES AND NEW IN ATHENS, ALABAMA

RESIDENTIAL SZRVICE

CITY OF ATHENS COMBINATION RATE
IN EFFECT PRIOR TO JUNE 1, 1934:

TVA STANDARD RESIDENTIAL RATE
IN EFFECT SINCE JUNE 1, 1934:

' First 30 KWH @ 7,5¢ per IWH
Next 100 XIWH @ 3,75¢ per KVH
Next 450 KilH @ 2,25¢ per IH

MINT:UM MONTHLY BILL:

$1.50 per leter

AVATLABILITY:

The above rate was available for
residential use and represents a
combination of several separate
rates avalilable to different
classes of customers, i.e.,
lighting, refrigeration, and
cocking.,

First 650 KWH per Mo.
Hext 150 K per :ic.
¥ext 200 KWH per iio,
Next 1000 KWH per iio.
Over 1400 KWH per Mo.

MINIMUL MONTHLY BILL:

$0.75 per leter

AVAILATILITY:

To all residential customers at local
secondary voltage either two-wire or
three-wire service as Munlcipality

may require.
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TABLE I-A

QLD RATES AND NEW IN ATHEHNS, ALARAMA

COMPARTSON OF TYPICAL BILLS

CCIMMERCIAL

Monthly 0ld Athens Rate New TVA Athens Rate Saving Under TVA
Consumption Monthly Bill Monthly Bill
KWH Dollars Dollars Dollars Percent
41 $3.08 $1.35 $1.73  56.17%
‘ 50 3.75 1485 2,10 506,00 _
90 6.75 2.97 3,78 56,00 ’
137 9.72 4.52 5.20 53,50 !
224 14.54 ' 7B T.85 50,54
289 18,84 9.11 9.73 51,65
538 33.78 14,59 19,19 56,81
1841 65,10 34,00 31,10 47,77
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TABLE II

ACTUAL TVA WHOLESALE ELECTRICITY BILLS

AND COMPARABLE BILLS AT ALABAMA POWER COMPANY RATES

ATHENS, ALABAMA

JUNE 1934 - SEPTEMBER 1934

Computed
KW KWH Energy  Alabama Power Actual
Month Demand Consumption Bill TVA Bill Saving % Saving
July, 1934 373 142,800 1,720.85 B64.10 856,75 49.79%
August, 1934 304 152,000 1,811.80 906,52 805.98 50,01%
September, 1934 433 149,600 1,843.45 938,77 904.68 49,08%




TABLE III

FOUR MONTHS GROWTH IN RESIDENTIAL AND COMMERCIAL CONSUMPTION

ATHENS, ALABAMA

MAY 1934 - SEPTEMBER 1934

RESIDENTIAL

Number of Customers
Total Consumption (KWH)

Average KWH per Customer

Growth Index (May = 100)

Total Consumption
Mean Consumption

COMMERCIAL

Number of Customers
Total Consumption (KWH)

Average KWH per Customer -

Growth Index (May = 100)
Total Consumption
Mean Consumption

May* June July August September
675 561 574 590 602
26,603 33,124 46,106 53,767 55,680
46,27 59,05 B80.32 91,13 92,49
100 126 173 202 209
100 128 174 197 200
170 176 182 36l 203
31,830 34,112 37,737 42,254 ' 46,305
187.24 193,82 207.35 221.23 228,10
100 107 119 133 145
100 104 111 118 122

*May is last month prior to use of TVA power,




( . TABLE III=-A

COMPARISON OF ATHENS, ALABLMA

WITH THE STATES IN THE TENNESSEE VALLEY

AND WITH THE UNITED STATES AS . {HOLE

Mean Residential Consumption Index

Percent Relatives
Moan Residential Consumption

Index
United States as a Vhole (1932) 100
States:
Kentucky B3
‘ Tennessee 98
> Mississippl 105
North Carolina 108
Virginia 112
A abama 114
Georgia 123
Athens - June 1933 94
| Athens - lay 1934 91
| Athens - June 1934% 115
? Athens -~ July 1934 161
Athens - fugust 1934 179
Athens = September 1934 ' 183

* First Month under TVA Rlates

Source: Census of Electrical Industries - 1932
7. 5. Department of Commerce
Bureau of the Census
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TABLE IV

TREND OF CONSUMPTION AND REVENUE

- I
RESIDENTIAL AND COMMERCIAL

ATHENS, ALABAMA

JUI'E 1934 - SEPTEMBEER 19534

June July  August  Soptombor
RESIDENTIAL:
Thumber Customors 661 574 590 602
Consumption KWH 35,124 46,106 53,767 56,680
Rovenue Dollars 878 $1,096 51,183 $1,170
Average IWH por Customer 59 80 91 g2
Average Rovenue per Customer $1.57 $1.01 $2.01 $1.94
Avorago Rato per KWH 2,65¢  2.38¢  2.20¢ 2.10¢
COILIERCIAL:
Number Customers | 176 182 191 203
Consumption KWH 34,112 37,737 42,254 46,305
Rovonue Dollars $024 §1,059 81,242 $1,211
Averago KiH per Customer 194 207 221 228
werage Revenue per Customer 85,25 $5,82 %6,50 $5,97
Avorago Rato por KWH 2.714 2.81¢ 2.94¢ 2.62¢

- 10 =
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T BLE V

DISTRIBUTION OF CONSUMERS ACCORDING TC R.TE BLOCKS

RESIDENTIAL COMSUII'TION

ATHEWS, ALSJBAIIL

&th Block = Ixcoss over 400 KWH per

S0 i A

lionth @ 0,4¢ per KIH

lst Block 2nd Block 3rd Block 4th Block Total

Mumber of Customers - dctual 338 186 48 18 590
Number of Customers - Percent 57429 51,62 8.14 3.06 100
Revernue Dollars - Jctual $289,84 w98 ,66 #2419 ,08 3138,25 £1,175.63
Revenue Dollars - Percont 2L, 63 A2 .42 21,19 11,76 100
Consumption IWH - Actual T+978 20,283 12,884 12,516 53,662
Consumption KWH - Percent 14,37 57.79 24,02 28.32 100
sverage KHE per Customer 23.51 109.056 268,42 695,53 90.94%
fL:E'BTﬂ.gB Revenue per Customer fi0.86 fe.68 ©h.19 47,688 f2,00
iwverage Rate per I0TH 3.63¢ 2.46¢ 1,93¢ 1.10¢ 2.20¢

lst Block = First 60 IWH per Month @ 3¢ per I'H

2nd Block - "ext 1560 K™I! por llonth @ 2¢ per KTH

3rd Jlock - Tlext 200 KXW por ilonth 8 1¢ vor KM
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TABLE VI

QUARTILE NROUPS OF CUSTOLERS .RR.NGED .CCCRDING TO SIZE

RESIDENTI.L CONSUMERS

ATHENS, ALSBAML

AUGUST 1934

Numbor  Rovenue Consumption .Average IH Average Rev, .wverage Rate

Quartiles Customers Dollars H per Customer per Customer  por IH
1 147,5 110,87 2,062 13.91 $0.75 5 .40¢
2 1%:7.5 125,80 £,169 £8.26 0.86 3.02¢
4 147.5 630,76 35,846 245,02 4,28 1.76¢

=32 -




r. o

®

—_— ————

PERCENTAGE DISTRIBUTION OF SIZE OF CUSTOMERS

TABLE VII

KWH per
Customar
0 = 10
11 = 20
2l - 30
31 = 40
41 = 50
£l = 60
6l - 70
71 - 80
81 - 90
91 - 100
101 - 120
2121 - 140
141 - 160
161 - 180
181 - 200
201 - 300
301 = 400
401 = 500
601 - 600
601 = BOO
801 - 1000

RESIDENTIAL CONSULIPTION

ATHENS, ALABAMA

AUGUST 1933 = AUGUST 1834

dugust 1933

August 1934

Cumaletive Cumalative Cumulative Cumalative
Percent Percent Percent Percent

Customers. KWH Customers EWH
10 1 6 i
45 10 23 3
83 14 43 9
B4 20 53 13
66 22 57 15
68 24 80 17
Te 28 83 18
76 33 B5 21
7 a6 70 25
81 41 73 28
8BS 48 78 34
B8 g6 B2 40
gl 64 B5 44
94 71 a7 49
895 74 89 53
o8 B8 85 70
89 a7 96 77
g9 ar 81

a8 B4

a9 B9

96

nlﬁ-
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CHART I

OLD RATES AND NEW IN ATHENS
RESIDENTIAL
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CHART II

LOW ACTUAL TVA WHOLESALE ELECTRICITY BILL
PAID BY CITY OF ATHENS, ALA.

AND
COMPARABLE. HGHER BILL
UNDER ALABAMA POWER CO. RATES

MONTH OF ALIGUST, 1934

O % 1811.50

$ 905.52

TVA A.P.Co.
BILL BiLL

O
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CHART I

® COMPARISON OF ATHENS -ALABAMA
WITH SEVEN TENNESSEE VALLEY STATES

RESIDENTIAL CONSUMPTION PER CUSTOMER INDEX

*Emncl—am“ OF ELECTRICAL INDUSTRIES : 1832
U.5. DEPT. OF COMMERCE
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CHART I’

TREND OF TOTAL. CONSUMPTION
AND AVERAGE RATE PER KILOWATT HOUR

RESIDENTIAL.
ATHENS — AL A.
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CHART 3

DISTRIBUTION OF CONSUMERS
ACCORDING TO RATE BLOCKS

RESIDENTIAL CONSUMPTION

ATHENS - AlL.A.

MONTH OF ALSLIST, 1984.

b

2

AVERAGE RATE-CENTS PER KWH

1o, 000 P0000 20,000 40,000 Eo000 80,000
TOTAL. KWH

s 3=




CHART MI

DISTRIBUTION OF CONSUMERS

ACCORDING TO AMOUNT OF KWH USE
FREQUENCY DISTRIBUTION

RESIDENTIAL CONSUMPTION

ATHENS — ALA..

MONTH OF AUGUST, 1234.
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PERCENTAGE DISTRIBLITION
OF SIZE OF CUSTOMERS
RESIDENTIAL CONSUMPTION
ATHENS — AL A.
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Business, Regimentation, and the New Deal
Three articles on important phases of the social and economic present by
PAUL HUTCHINSON - JOHN T. FLYNN - W. M. KIPLINGER

Revolution by Eleéricity

Tbe significance of the Tennessee Vaalley experiment

T is possible that history’s ver- o
I dict on the Roosevelt admin- (MBS

istration is being formed, not (4
in Washington, but in the valley i
of the Tennessee River. Washing- ;

ton today is a city of desperate ex-
pedients, of brilliant (or not so |
brilliant) improvisations, of a fran- [
tic battle to hold things together
until familiar processes can be in-
duced to resume their working.
But the Tennessee Valley is a vast
proving-ground on which imme-
diate construction is fitted to the
framework of long-range planning in a deliberate effort
to produce a new social order. Washington is trying to
save the present from disintegration, The Tennessee
Valley project is trying to fashion the future of a new
America. Washington secks recovery today. The Ten-
nessee Valley contemplates revolution tomorrow, If
Roosevelt loses at Washington he will, of course, lose
everywhere. But if Roosevelt wins in the Tennessee
Valley he will enter the pantheon of immortal Americans.
By now our wise men are fairly well agreed that the
basic requirement to insure the American future is the
substitution of some sort of economic planning for the
get-rich-quick exploitation of our pioneer period. They
differ violently as to the forms which that planning
should take, but they agree that the headlong individu-
alism of the days when a virgin continent was being

By Paul Hutchinson

occupied must be subjected to
" some sort of control in which the

needs of the populatio, the re-

sources of the land, the productive
plant and the consumptive power
of the economic erder are brought
into balanced relationship. Can this
be attained under capitalism? The

Tennessee Valley is the region in

which the administration is trying

to find out; the Tennessee Valley

Authority is its attempt to prove

that economic planning and capi-

talism are not incompatibles—at
least, not when capitalism is State capitalism. On other
fronts the administration is forced to proceed by rule of
thumb, letting today’s events control tomorrow's proj-
ccts, But in the Tennessee Valley the blueprint rules, On
this terrain Mr. Roosevelt is making his great gamble to
find out whether the sort of future America that must be,
can be attained under the sort of American Government
that now is.

When he picked this region as the scene for his great
test it must be admitted that Mr. Roosevelt chose about
as difficult a field of operations as the nation affords, In
the Tennessee Valley it cannot be claimed that the cards
are stacked in favor of any new scheme of things; if
anything, they are stacked against it. If there is a more
conservative region in the country, I cannot think of it
offhand. Follow the Tennessee River along its 650 miles
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none too confidently) and to suggest that the rea-
sons for these affirmatives may lie entirely outside
the usual field of discussion concerning sources
and methods of revolution.

Il

Revolution today is an economic rather than a
political issue, Rudolf Brunngraber recognized
this when, on the title-page of his novel, Karl and
the Twentieth Century, he contrasted a phrase
spoken by Napoleon at the beginning of the nine-

across the seven States which form parts of its watershed
and basin, and at almost every step you are among
people who look on any intrusion from the outside, any
serious regulation of conduct with suspicion and resent-
ment. In the Tennessee, Kentucky, Virginia and Caro-
lina mountain fastnesses, where the river takes its rise,
dwells the hill-farmer whose traditional greeting for
federal authority has been extended while squinting
along the sights of a squirrel rifle. In the recently bur-
geoning industrial centers it has been the boast of cham-
bers of commerce—loudly repeated in the hope of lur-
ing factories from other sections—that wages are low
and regulations few. And on the cotton flats of Alabama
and Mississippi there has survived, despite civil war
and constitutional amendments, a form of social and
economic feudalism but little removed from peonage.

There are a few comparatively prosperous manufac-
turing towns in this region; a few spots in which the
countryside gives the impression of ample income and
expansive living. But taken as a whole, it is a region of
pervasive poverty. There are statistics which show that
the average cash income of all the farmers in the territory
of the TVA has been about eighty dollars a year; more
eloguent than statistics are the gaunt cabins in the folds
of the hills and the miserable shacks on the cotton bot-
toms. Yet the administration dares to hope that, in two
or three decades, this region of dire poverty and in-
grained social conservatism can be transformed into one
of general abundance and continuous social experimen-
tation. It dares to believe that counties which, on the
charts of the relief agencies, have been among the most
needy may be brought to the level of the most prosper-
ous in the nation. And it claims that if Mr. Roosevelt's
kind of revolution can be won in the Tennessee Valley
it can be won anywhere, Which is probably a sound
claim,

Is there a chance that the hopes which the administra-
tion has for the transformation of the Tennessee Valley
may be realized? And if they are realized, will that
have as revolutionary implications for the rest of the
nation as the friends of the project believe? I desire to
answer both those questions in the affirmative (though

teenth century with a phrase spoken by Walter
Rathenau, “Politics are destiny,” said Napoleon. “Eco-
nomics are destiny,” said Rathenau, Modern revolutions
take a multitude of differing forms; Stalin, Mussolini,
and Hitler have alike learned that they are judged
finally by their balance-sheets,

In the past, economic thinkers of all schools have
rested their hopes for the solution of man's problems of
livelihood on the activities of some sort of personified
being. It would be hard to decide whether the “eco-
nomic man” of the economic classicists or the “class-
conscious proletarian” of the Marxists was more of an
abstraction; in terms of American life it would have
been practically impossible to dig up an actual speci-
men of either. But as the actualities of the contem-
porary situation are studied, and the impersonal and
amoral character of the power-driven machine appears,
there is increasing readiness to harbor the idea that
economic revolution may come to pass as a result of the
operation of forces which are almost beyond human
control or guidance.

A cursory knowledge of recent popular economic dis-
cussion is sufficient to make this suggestion familiar.
Here is Stuart Chase, for instance, talking about “tech-
nological imperatives” which will revolutionize society
without regard to the readiness of society to embrace
any of the standard programs of revolution proffered
by radicals of various stripes. Or here is Lewis Mum-
ford, hailing the arrival of an age of neotechnics in
which the transformation of society hinges on an intelli-
gent use of the machine, To such men it is quite con-
ceivable—as the technocrats asserted—that the day has
about come in which the slogans of the capitalists, the
socialists, the fascists and the communists will take on a
thin and hollow sound, for men will discover that the
real revolutionary is the machine.

Of course, the human element has not dropped out of
such a revolution. After all, the machine must have in-
telligent use or it is a potential agent of destruction. It
has not had intelligent use in this century, and accord-
ingly it has been an agent of destruction. But if the
human element can be induced to give the machine its
chance under conditions which do not make its suc-
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cess as a productive agent subordinate to the in-
terests of any special class, then the machine may
prove as much of a liberating and regenerative
agency as the dreamers of the early days of the in-
dustrial revolution declared it would be,

The Tennessee Valley Authority is the first at-
tempt in the United States to free the machine
from control by a group of individuals and to dis-
cover what revolutionary results may follow from
its maximum functioning in behalf of a total so-
ciety. The world has seen nothing like this project
before, except in the case of Russia's five-year

195

plans. There are obvious sources of inspiration

for the TVA in the soviet Piatiletka; we might as
well admit that at once and give the people who
are intent on pinning a red tag on this experiment
something to chew on. But the TVA will, if reasonably
successful, prove more important for history than its
Russian prototype. The technological competence avail-
able for the service of the machine is much greater
in this country; the favorable results will appear against
the background and measuring-rod of a much more
highly developed continental area; and it will be
proved that modern revolution does not require a
political cataclysm as its forerunner,

111

To talk of the TVA in such terms will seem as mis-
leading to many of its staff as to those social radicals
who will resent what they will construe as a disparage-
ment of the Russian plan, The project in the Tennessee
Valley is still in its early stages. Many parts of it are
still no more than blueprints. Those who are closest
to it are most wary about describing what its final forms
will be. The fact is that when a group of imaginative
and socially minded technicians are given almost un-
limited authority to embark on an enterprise in “na-
tional planning for a complete river watershed” which
is expected to “touch and give life to all forms of human
concerns”—those are the terms in which Mr. Roosevelt
first described the scheme to Congress—they quickly
find themselves dealing with a project which ramifies
so far and so fast that there is no way of telling where
the thing is going to stop. “All forms of human con-
cerns” takes in a lot of territory. The TVA has been
given a blanket charter to make over “all forms of hu-
man concerns” for a region in which live two million
people, with six million more immediately dependent
on it. And the President has already announced that,
if he is satisfied with what is accomplished in the Ten-
nessee Valley he will enlarge the scheme so that finally
“all forms of human concerns” will apply to all the
human beings in all the principal river valleys of the
United States!

In one sense, the TVA is a genuine result of eco-
nomic planning. In another, it is something of an acci-
dent. The planning, according to the testimony of the
chairman of the TVA, has come because of the deter-
mination of the President that not all the activities of
his administration shall be in the nature of emergency
measures, The accident seems to have decided the loca-
tion of the experiment. Perhaps I should put that in the
plural, for it seems to have been a combination of acci-
dents that led Mr. Roosevelt to pick the Tennessce
Valley for this venture. If the time ever comes when the
historian settles down to tell how the TVA came to be,
here are some of the factors that he will have to men-
tion:

First of all, the United States got into a war. It needed
nitrates in the manufacture of munition. Nitrates were
coming from Chile; they must encounter the dangers
of ocean transport in wartime, when interruption could
not be countenanced. Money was no object. Chemists
assured the government that, with a sufficient supply of
electric power, nitrates could be extracted from the air.
Accordingly, the government ordered the building of
the dam at Muscle Shoals, with the nitrate plants be-
side it.

Long before that $150,000,000 investment could be
completed, the war was over. Not long after that Ger-
man chemists, in that annoying way they have, per-
fected processes for extracting nitrates from the air
which made the processes at Muscle Shoals obsolete.
The dam stood there and the nitrate plants stood there,
and nobody knew what to do with either, Senator
Norris kept pounding away at Congress to turn the
place into the nation’s largest experiment in public man-
ufacture and distribution of electric power, Twice he
pushed bills authorizing such use through Congress;
twice presidential vetoes checkmated him. In return,
however, he had the satisfaction of checkmating all
attempts to turn the place over to private interests, in-
cluding one made when Henry Ford, in a moment of
expansive generosity, offered $5,000,000 for the whole
outfit.

Then came Roosevelt, As governar of New York he
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had become convinced that the private power com-
panies were gouging the public. At Portland, in the
most specific and liberal of his campaign speeches, he
had spoken of the right of communities to publicly
owned and operated utility services, and of the value
of keeping a “birch rod in the cupboard” in the form
of publicly set rates as a means of bringing the charges
of private power companies into line. To top it all, as a
traveller to and from the sanitarium at Warm Springs,
Ga., he had become interested in the social and eco-
nomic problems of the Tennessee Valley region.

Senator Norris supported Mr. Roosevelt in the 1932
campaign. Senator Norris led the cheering for the
Portland speech. It was no surprise, thercfore, when
Mr. Roosevelt appeared, shortly after election, at Mus-
cle Shoals, guided there by Senator Norris. Whether,
on that visit, Senator Norris talked about anything
more than the utilization, under public control, of the
potential 260,000 horsepower of electric energy in that
single plant, may never be known, But Mr. Roosevelt
evidently saw more than Muscle Shoals, more than a
chance to whittle out there his famous “yardstick” by
which to measure utilities' charges in other parts of the
country. He saw an eatire region transformed by the
introduction of practically unlimited supplies of power
at the rates which he believed public ownership would
make possible. And so the scheme when it reached Con-
‘gress, immediately after the emergency measures of the
inaugural period were out of the way, was this scheme
for “national planning for a complete river watershed.”

If space permitted it would be a pleasure to write of
the sort of men who have been recruited for this enter-
prise, beginning with the three whom Mr. Roosevelt
picked as the directors—Arthur E. Morgan, engineer
and educational experimenter; Harcourt A. Morgan,
university president and rural economist; David E.
Lilienthal, lawyer and graduate of the LaFollette school
of politics and utilities control. Under these men labor
as varied and competent a crew as has ever served the
nation in time of peace, The true “professor’s paradise”
just now is not Washington; it is Knoxville, and the
other centers of the TVA, where are to be found pro-
fessors drawn from a dozen faculties, not merely talk-
ing about new ways of doing things, but actually being
given a chance to do them.

What would you think of construction crews re-
cruited by a species of civil service examination? They
have that in the TVA. The 1700 men on the job at the
Norris dam when 1 was there had been picked after
most careful examination—physical, mental, and moral
—from about eight times that many applicants. As a re-
sult, they had a construction camp practically free from
the social problems which traditionally run rampant in
such places, and most of the men were taking courses in
their leisure time (they work in four shifts of five and a
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half hours each) designed to prepare them for jobs as
foremen in later construction work or as industrial
leaders in the community factory projects of which 1
will speak in a minute.

Perhaps the most unusual thing about the whole job
is the absence of politics. To be sure, you cannot put
$100,000,000 into a region, or distribute construction jobs
along 650 miles of territory, without having certain po-
litical factors enter in. But in the most objectionable
sense, there seems to be next to no politics in the TVA.
The directors of the TVA do not answer to any govern-
ment department. They are not subordinate to Mr.
Ickes, or to Jesse Jones, or least of all to Mr. Farley. They
control, in the words of the President, “a corporation
clothed with the power of government.” They are re-
sponsible only to Congress and the President. And each
of the three directors—whose normal term of office is to
be for nine years—hates the very smell of politics of the
old guid pro quo type. As a result, I found a general fecl-
ing in the TVA region that if you wanted to get a job on
a TVA project about the worst way in the world to go
about it was to get a letter of recommendation from your
congressman! A letter from your pastor might be of
some help, but a letter from your congressman was re-
garded as roughly equivalent to labelling yourself a
political suspect.

v

But now let us consider the much more important
question as to what TVA means. The general public,
1 am sure, has a very confused idea of the significance
of this project because of the number of things which
are being undertaken. For ten months now the press
has been telling of building dams, building model
towns, building roads, building or taking over power
lines, fighting soil erosion, experimenting with crop
changes and crop control, reforesting, re-locating popu-
lations, establishing new industries, and a dozen other
things of a similar nature, until the whole enterprise has
come to be just a jumbled whirl to the ordinary citizen,
who is prone to jump to the conclusion that it must be
the product of a crew of dizzy theorists off on a tax-
spending spree.

It is nothing of the sort. It is not a confusion, and it is
not a joy-ride. To deal with the latter notion first, the
TVA has operated an $50,000,000 up to date and expects
to use only as much more in direct government appro-
priations. Now a hundred million dollars is no trifle,
even in these days of ten-billion-dollar Congresses. But it
is approximately only 1 per cent of the spending of the
Roosevelt administration so far, and it is a form of
spending that the directors of the TVA claim will be
repaid inside of twenty yearsl When you understand
that this envisages the economic rehabilitation of a re-
gion in which about half the population has recently
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Still less basis is there for the idea that the TVA is
just a jumble of contradictory and confusing schemes,
the product of an undisciplined mob of visionaries. The
truth is that the basic idea, the controlling idea, which
underlies and gives unity to the whole project, is very
simple, It can be put in the form of a mathematical
problem: Given a limitless supply of cheap power, how
can you use it to best advantage in a definitely defined
but poverty-stricken region? That's the TVA—an ar-
tempt to answer that question. To attempt to label what
is going on in the Tennessee Valley region as socialism
or communism or fascism or any other kind of ism is
stupid. It is none of these things, Rather, it is an attempt
to work out in terms of a definite locality and a definite
population an experiment in the most satisfactory use
of a definite commodity, That commodity is power—
cheap power.

The TVA may thus be said to be, in its fundamental
aspect, an attempt at revolution through electricity. It
is trying to turn electricity free in this entire region,
just to see what will happen. It wants to see what will
happen because it expects that a revolution will trans-
pire. It expects that, if electricity is turned loose in the
Tennessee Valley for twenty or thirty years, every part
of the life of that valley will be drastically changed—so
drastically that it will be said to have been revolution-
ized. If Doctor Wirt and Mr. Sullivan and Congress-
man Beck are really looking for a revolution in this
country, somebody should tell them to stop worrying
about what's going on at Washington, which lives in a
perpetual fog of talk, and turn their attention to the
Tennessee Valley, where things are really happening.
But if they do, the agents of revolution they will have to
overcome are not human at all, but the potential power
of the 3,000,000 harnessed horses soon to be charging
out of the turbines scattered along the banks of the
Tennessee River and its tributaries.

To be sure, the securing of an answer to the problem
about using electricity is rapidly forcing the TVA to
grapple with a lot of other problems, For instance, one
way in which electricity ought certainly to be used in
a rural region is on the farm, and the TVA intends to
provide it so cheaply that even the struggling farmers
of that region will depend on it to serve them in dozens
of ways. But what use is there in planning to carry elec-
tricity to the farmer when his very farm is disappearing
through soil erosion? All over the Tennessee Valley
region there are fields which, after bearing three or four
crops, have become unfit for further use. In the vicinity
of Norris Dam, erosion has already permanently de-
stroyed 445,000 acres of farm land; only 300,000 acres
remain worth fighting for. In the entire TVA territory
it is estimated that about a quarter of the farming land
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has been thus put out of production. Naturally, facing
a situation such as this, the TVA is forced to fight
erosion. But it does so in order to protect its potential
market for electricityl

So it has been with a number of other developments.
Viewed superficially, they show little interrelation. But
viewed carefully, they all have their part in working out
the problem of how to use immense quantities of cheap
power most wisely. Electricity is the subversive agent
which is undermining the valley's former status,

Consider, for example, what is likely to happen to the
farmer of the Tennessee Valley region with electric
power available at the astonishingly low rates which the
TVA is already offering. (Present rates are figured on
the basis of the available Muscle Shoals output; when
the entire 3,000,000 horsepower system is in operation
there should be further reductions.) If he is a hill-
farmer it is probable that he, or members of his family,
have handicraft ability which holds promise of a sub-
stantial increase in the family income. But if this ability
has been used at all, it has been by means of such primi-
tive tools that output has reached only the tiniest frac-
tion of the potential market.

Now, however, the hill-farmer reads in his Southern
farm paper the slogan, “Light up on a dozen eggs a
weekl™ and the promise that costs will be so low to
patrons of the rural co-operative lines that the operation
of power-driven looms or lathes will involve an expendi-
ture of not more than a couple of dollars a month.?
With government credit available by which to begin
operations and government aid offered in marketing,
even the isolated dweller in the Tennessee mountains
may therefore look forward to possessing the one thing
that the hill-dweller has always lacked—a cash income.
Both the hill-dweller and the sociological pundit will
assure you that the hill-dweller with money in his
pockets will never be the same again|

Equally direct will be the effect on farming in the
lowlands, especially in those extensive regions which
should become one of the richest dairying sections of the
country, The completely electrified farm in the Ten-
nessee Valley, with every desirable electrical device
at work in house, tool shed, pump house, thirty-cow
dairy barn and silo, is offered at a charge of about ten
dollars a month. If, as Southern economists have been
contending for years, the immediate salvation of the
Southern farmer depends on his escape from bondage
to a single crop, and his long-range salvation requires
that vast stretches of his now-starving soil be afforded
the rejuvenation of grass crops, then a TVA monthly
power bill of this sort may well prove the emancipation

1Actual TVA rates at the moment, for residential use, are 3
cents per kilowatt hour for the first 50 KWH; 2 cents for the next
150 EWH; 1 cent for the next 300 KWH, and 4 mills for all over
400 KWH. For industrial and commercial use, the rates are sill
lower. Compare these with the rates on your lut clectric Light bill.
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of food and bodily vigor, and then gives him
access to the factory, as a source of supplementary
cash income, The TVA believes that it can make
every village in its territory the site of a factory
enterprise of some sort, from which the village
inhabitants may secure sufficient cash income
greatly to lift their living standards, while from
" the village they will go out to cultivate the farms
in the surrounding region. No insoluble diffi-
culty is expected in making the calendar of the
farm fit the calendar of the factory.

At this point appears one more reason why the

of men who have lost all hope of ever getting on the
right side of their cotton and tobacco ledgers. But if
they stick to growing these two “robber crops,” then
TVA comes forward with the promise of substantial
reductions in the cost of fertilizer, as a result of the
phosphate experiments now under way in the old
nitrate plants at Muscle Shoals.

N

But after all, this is a poor way to approach the social
revolution which cheap electricity may bring to the val-
ey, since it is the most unimportant of the changes in
prospect. None of the bosses of the TVA would admit
it, if you were to put the question to them, but I have a
persisting suspicion that they do not care very much
what happens to the isolated farmj at least, it seems
clear to me that if this enterprise works out logically
there are not going to be many isolated farmers left after
a few years. And this for causes other than the trans-
planting of farmers to make way for the lakes which
are to be backed up by the new dams, or to get them off
the marginal lands which have already lost their pro-
ductive power. Certainly the social group which most
interests the TVA at present, and the one which it is
expected will be altered most drastically and swiftly, is
the village. And if the villages of this region become
even partially the units of prosperity which it is claimed

. cheap power will make them, then I do not see how
they are going to restrain the isolated farmers from
moving into town. Perhaps the old folks may hold out
for the cabin up the branch or the farmstead in the
bend of the river, but not the youngsters.

After you have studied the plans they are making
for the villages of the valley for a while, you begin to
suspect that Henry Ford, rather than Arthur E.
Morgan, must be the real director of the whole scheme.
For this is really Mr. Ford’s proposal for decentralized
industry on an agricultural base, now to be tried on
an enormous scale. Mr. Ford believes that the most
stable and most humanly rewarding type of industry
is that which plants the worker on the land, as a source

Tennessee Valley offers a logical place in which to
launch this large-scale experiment in planning, In no
other part of the United States have there been made as
inclusive and careful studies of the resources, both avail-
able and potential. Soil studies, geological surveys, plant
experiments—all that sort of thing has been pushed here
as nowhere else, Especially in the laboratories and social
science classes of the University of Tennessee, under the
presidency of Doctor Harcourt A. Morgan, has this
study of economic resources been prosecuted, and Doc-
tor Harcourt A. Morgan is now one of the directing
triumvirs of the TVA. The result is that, given this
principle of village reorganization around power-driven
industry, the TVA is ready to locate industries in the
appropriate villages just as fast as the dam-builders along
the rivers can provide the necessary power,

This means, of course, an end to the senseless methods
by which industries have been located in the past. No
one is going to open an icecream factory in Hicks-
ville, Tenn., because the Hicksville chamber of com-
merce has a smooth-tongued secretary, or because the
Hicksville bank has an abandoned brewery on its hands,
or because Hicksville is willing to grant tax exemption
for ninety-nine years, or least of all because the people
of Hicksville can be induced to work for next to noth-
ing. If an icecream factory is planted in Hicksville it
will be because a collection of figures, charts and maps
in TVA headquarters at Knoxville proves that Hicks-
ville is a natural dairy center with proper transporta-
tion connections with the other valley markets in which
ice cream can be profitably sold.

At this point I might as well speak of one factor in
this village planning that I am convinced is going to be
considerably modified with experience, This is the dis-
tinct flavor of localism which now marks the TVA pro-
posals. Localism is in the air these days; the leading
industrial nations have a bad case of it—they call it
autarchy or national self-sufficiency. Nor do I wonder
that the TVA leaders encourage the same idea, for they
have reason to guard against the howl which will go up
from industry in other parts of the country when these
new factories open up all over this region. It is the fash-
jon, therefore, to talk as though these Tennessee Val-
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ley plants are to have merely enough capacity to
provide for the needs of the valley; that idea is
even carried so far as to suggest that pay in the
valley factories may take the form, in consider-
able part, of a sort of valley scrip exchangeable
only for valley-produced goods, so that workers
in one village will be practically confined to the
purchase of products from other villages in the
same territory. In practice, however, it will in-
evitably be discovered that the Tennessee Valley
region, rich as it is in natural resources, will re- -
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quire importations, while many of the projected

products of the valley are to be of such a special-
ized nature that they will be sold nationally, and per-
haps even abroad.

Leaders of the TVA believe that these factory-plus-
farm villages can be made different from anything that
the United States has known, not only in the economic
security of their inhabitants but in their social arrange-
ments as well. As a demonstration of the sort of com-
munity they hope to see grow up under the impetus of
cheap electricity and social planning, they offer the new
town of Norris. Properly to discuss Norris would re-
quire an article in itself, Here it can only be said that,
instead of building a makeshift camp for the construc-
tion crew now working on the Norris dam, the TVA is
building an entire town planned for a permanent com-
munity of about two thousand people. What will those
two thousand do? It is obvious that the town will not
be populated by the permanent force at the dam; two
dozen men can look after the dam and power plant,
once they are constructed, Some sort of factory industry
will have to be established; undoubtedly the TVA ex-
perts are now studying the reports which will determine
what that industry will be. But note the number of
other ways in which Norris will differ from the towns
with which Americans are familiar:

It will have no real-estate speculation. Houses and lots
will be available only to workers, and deeds will be so
drawn as to preclude both booms and sags in the real-
estate market.

It will have no competing retail stores. Essential re-
tail stores will provide goods which have passed the
tests for government standards at prices that are rea-
sonable for both buyer and seller, but there will be none
of the economic massacre which usually goes on in re-
tail trade in small towns.

It will have no competing churches or other social
or philanthropic organizations making an inordinate
drain on the resources of the inhabitants. A community
centre is already operating, in a plant which provides
every cultural facility. Later, there may be a church—
but only if the denominations can agree on a single non-
competitive institution.

Every family will control enough land to provide a

large garden, and a network of good roads will make
transportation to farms within a radius of twenty miles
or so both quick and easy.

Houses will be well built (most of them are of brick),
heated by electricity, with electric cooking, electric light-
ing, electric laundry, electric refrigeration and a general
use of electric appliances.

In such a town workers with a cash income of, say,
$1200 a year can live on a basis of comfort and economic
security which three times that income might not pro-
vide eleswhere. It is not expected, of course, that all the
towns in the Tennessee Valley will be transformed into
other Norrises overnight. But it is expected that, as
knowledge of Norris spreads, the other towns which
have the same basic commodity of cheap electricity on
which to build will progressively make themselves over
after the Norris pattern. Most of the TVA leaders seem
to be confident that after the people of the region have
become accustomed to the idea that living and work-
ing conditions are to be transformed in an era of cheap
power, they will go on naturally to the idea that con-
ditions which have characterized politics, education,
merchandising and even recreation are to be trans-
formed likewise,

Plans for the larger towns are substantially like those
for the villages, with the scale altered a bit here and
there, The village factory is to be a small enough affair
so that the worker can spend half his time—or more
if necessary—on his farm. The factory in the larger
town, designed to serve a market perhaps as large as the
entire valley, will leave the worker with only time
enough to cultivate a garden. But this garden should
produce most of his food staples; the worker is still to
have his roots in the soil. Only in the cities will that be
impaossible.

In the city the TVA will spend no effort to increase
the present factory population; factory decentralization
is one of the major results which electricity, as revolu-
tionary agent, is expected to achieve, Such industries
as remain in the cities will, it is expected, be those which
are producing for a national and international market.
But the change in living standards which electricity
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holds out to urban factory workers will result from
wage scales which will make normal the use of labor-
saving electric appliances which can be bought for far
less than in the past, and operated at the low TVA
power rates.!

VI

It hardly needs to be said that such a project will be
bitterly fought. There will be opposition from the Ten-
nessee hills and the Mississippi cotton flats, from the
individualists of those regions who view any new pro-

with suspicion and are quite content with their
present mode of life, uninviting as it may seem to others.
Local politics will begin to make trouble before many
of the TVA plans can be carried out, although this
factor is not likely to play much of a part until the
initial government appropriations have been fully spent.
And national politics may pick this for a major battle-
field. Most of the TVA workers seem to take it for
granted that a Republican victory in 1936 would be
equivalent to an order for abandonment of the entire
enterprise, although one might think that thoughtful
Republicans—assuming that there are such—wou'd
be in no hurry to junk the one experiment by which
we are trying, as a nation, to discover whether we
can have economic planning under any form of capi-
talism. .

More important will be the opposition from business
interests in other parts of the country. These are bound
to see the projected TVA factories as government-
fostered competitors—and who can blame them? The
excitement that managed to get stirred up in Congress
over Mrs. Roosevelt's modest little furniture factory
project in a West Virginia subsistence community
offers a prophecy of the hurricane that the TVA will
have to ride out after the various trade associations
(probably with union labor suppert) go into action on
this tremendous undertaking. And of course the pri-
vate utilities do not intend to see the TVA yardstick
for electric rates or the TVA appraisals for purchasing

1Ash;:jnulsnfprum.acnimmkt:tt'f¥;ﬁ. ﬂ::ﬂun:mlﬂngf:ﬂnw
pany ready put on the market an electric refrigerator 4.50,
and an electric range for $72 (the two together for $139.50). ?ﬁggd-
aire has brought out a refrigerator for $77.50, and other companies are
making similar reductions in prices for electrical appliances built to
government specifications, Through its Electric Home and Farm
Authority—an  $11,000,000 Iubtigi:.r'j—th: TVA will fnance the
purchase of such appliances for any responsible family in the valley,
spreading the payments, with negligible carrying charges, over four
years,
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plants and power lines established as precedents with-
out moving heaven and earth. Already Electric Bond &
Share (which is to say, the Morgan interests) has
fought one bitter battle—which it lost—over the price
offered for the Knoxville utility plant. The organiza-
tion of the American Federation of Utility Investors,
Inc, to fight the whole idea of putting government
money into such projects is equally a notice of coming
war, for on the board of this body will be found not only
some of the country’s best known financiers, but emi-
nent representatives of Catholic, Protestant, and Jew-
ish bodies—all of them, presumably, with endowments
in which utility securities play an important part.

On the basis of political precedents, I would predict
that any such combination of opposition as will be
marshalled against the TVA program would win. But
in this instance, I am not so sure. Perhaps the Roose-
velt administration will continue until 1941; perhaps the
present TVA leaders will retain their free hand and
their adequate government financial support at least
that long. In that case, they are by no means foredoomed
to defeat. This much, at least, is in their favor: they
expect a fight and are not afraid of it; they expect the
thing which they are doing to produce a social revolu-
tion, and are not afraid to face and fight for it. On no
other basis do they believe that the government’s in-
vestment or their own labors can be justified. Men who
are in that mood, and have the resources of the United
States of America at their backs, are not licked—yet.

Of course I have hardly begun to forecast in this single
article the extent of the social changes which will take
place in a region where cheap power is made available
to every one. Even the TVA workers do not claim that
they can foresee more than a small part of the differ-
ences which their venture will ultimately make in living
conditions in the Tennessee Valley. But to those Amer-
icans who instinctively draw back from experimenta-
tion, may I offer this single suggestion: The air is full
of talk about the coming of an “economy of abundance,”
but the TVA offers us our first chance to see, in Amer-
ican terms, what this may actually mean. The techni-
cians who have been turned loose in the Tennessee
Valley are starting out with an abundance of a basic
commodity—power. Before damning what is going on
as socialism or communism or anything else, why not
give it a little time to see what will happen? It is just
possible that the result may turn out to be no ism at
all, but a richer American life,
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The Honorable Franklin D. Roosevelt,
The White House,

Washington, D.C.
Dear Mr. Presidenti-

I hate to add to your burdem but it is my b
hope that you may find time to read the enoclosed earticle. Collier's
agrees with me that it is a tremendous idea, holding more hope for a
prosperous and permanent America than any yet advanced.

The date set for publication is December 8th.
As I understand it, this will be about the time that you will make
‘announcement of the plan. Any changes you may desire, or suggestions
that you have to offer, will be deeply appreciated.

As I am flying to Callfornia tomorrow, will you
be good enough to communicate with Mr, William L. Chenery, the Editor
of Collier's?

s e, |
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P. S« 1Is there any chance of an expression from you on the artiole
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An annual appropriation of $500,000,000 for a term of years)
That is what the President of the United States intends to ask of
Congress for a planned, eontinuous un:fnign against the floods,
droughts and scil erosion that sap America's prniﬁnrity and Iihltl.
the very life of the mation, Not the usual haphazard battle un.i
hundred unrelated fronts, but a scientifie, coordinated attack
that will view the country as a whole, enlisting every ngiﬁnr of
government, and comsidering all natural resources down to every
drop of running water, every inch of earth, ,

The Tennessee Valley development, that far-flung adventure in
regional reclamation, lies at the heart of the plan along with
Boulder Dam, Grand Coulee and other projects nifnld:-und-r WaYe
What is being dome for these areas will be dome for the Mississippi
Valley with its twenty-seven states and 49,000,000 people; for the
Arkansas Valley that winds a tortuous way from Colorado down through
Eansas, Oklahoma and Arkansas; for the Central Valley of cliifhfnil
where a score of rich, populous counties are threatened with eesnomic
extinction; for the ravaged lands at the headwaters of the Ohio and
the Delaware, and for every other watershed where ignorance and
greed have wasted and squandered nature's wealth, dooming popula-
-tione to poverty and hopelessness,

A great and unparalleled plan in the boldness and breadth of
its sweep; a plan that offers the shining, confident hope of a
happy, prosperous and permanent America, Dams built not for one

purpose merely, but all purposes; flood control, low water control,
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power, rural electrification, irrigation, recreation, rural water
supply and drainage, | .

An end to the pnll and hnul nf the past, with geographers, en-
-gineers, foresters, llnitlrilnl. city plnnlnrl, soil experts, in-
-dustrial and lgriuulturtl luthoritiil all rurking side by side,
shoulder to :hpuldir. The c:rth restored to its former fertility,
and the owners taught to till Intnlliguntlr: vast stretches returned
to grass, to crop-bearing trees and hardwood forests, or to wild life
preserves; planned rural communities with the development of loecal
trades, arts and orafts, thus achieving a better balance bétween
agriculture and industry so that superfluous EitI.Iﬂrklrl my be
drawn back to the land,

Not regimentation in any sense of the word, but a recovery
of individualism in the highest sense of the word; an opportunity
for countless thousands to make the best of their lives instead of
the worst,

Five hundred millions a year for a span of years] A staggering
sum, but the men behind the idea ask that it be viewed as a sound
investment with every projeect having a good chance to prove self-
-liquidating, Boulder Dam, costing $165,000,000, already has water
and power contracts in sufficient amount to insure repayment of the
money in fifty years with 4 per cent interest, and this takes no
account of the millions that will be saved through flood and silt
control,

The Columbia river irrigation and power project contemplates
an ultimate expenditure of $394,000,000, but its waters will be
sold for the irrigation of 1,200,000 acres of land, & wast, rich
acreage that would otherwise be lost to productivity. Even if the
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Tlnllllllﬂfilli* ;ntﬁ:rif& spends up to $350,000,000 by the time of
the in-k'- tulmi-tinn. a lnign part of the :ﬁniy'will uuﬁq back

from the sale of power and cheap fertilizer. More than that, the ex-
-periment expects to effect economies im the production of power and
electrical equipment that will save the consumers of -ltutriu_aurrlnt
twice the cost of the project,

In the last anmalysis, however, the question is one of self-pre-
-servation rather thanm profit. For years the secientists have warmed
against the waste of soil and water, pointing to Spain, Greece, Pal-
-estine and Portugal as proof that even the most festile land ean
go back to desert, These warnings have grﬂwn incrn:ningir u:plicit
until todgy many authoritative voices g-allri that the end of anoth-
-or hundred years may see American centres ﬁf population as deserted
and desolate as the cities uncovered by archaeologists in "the Jungles
of Chiapas and Yhulttn.

Those who I:ug h at this as fnrfitohnd lhuulﬂ truttl thrnugh
the Dakotas where mile after mile of once tillable land 1: now white
with alkalij through the barren, gullied regions of the South where
America's oldest and purest strain now serabbles a meagre, wretched
existence from land their fathers ruimed, the average annual cash
income of a farmer ranging from $45 to $86 a year; through the Miss-
-issippi Valley, that granary of the world, so ravaged by flood, so
burned by drought, so exhausted by stupid farming that great stretches
have been abandoned, and earth that used to harvest rurfy bushels
to the acre now yields ten and fifteen,

At every point a reckless, careless people seem to have made
it a business to defy nature's laws, We cut down the forests, we

ploughed up the sod, we drained the ponds and sloughs, we took all
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manner of pains to rodb the seil of nourishment and protection, and

worked with equal enthusiasm to deplete the underground water supply.
Experts warned that these subterranean reservoirs were not inex-
~baustible, but we sank artesian wells without number and gaily left
the pipes umecapped, For the last ten years the Dakotas have had
better than the average annual rainfall, yet aridity is progressive.
America's topsoil is only from two to three feet deep, and
beneath that is hardpan, but we have gone on the assumption that it
had no bottom, and that all of it was fixed to the spot by some
sort of anchor, As a comsequence, three billion toms of good growing
earth is lost to the fields of the United States every day, In the
Mississippi Valley it is as if six thousand truck loads of topeoil
were hauled away every minute of every year, When the topsoil goes
from the upper levels, sand and clay are washed down into the
lowlands, destroying productivity,

What is not washed away is blown away, for we have chopped
down trees, torn up the grass and left ploughed and harrowed soil at
the mercy of the wind, As a comsequence, dust storme are inereas-
-ingly common, and the East may yetnbecome familiar with " Blaeck
Bliszards " such as that which started last summer on a front
stretching from Oklahoma to the Dakotas, dumping Western soil up
and down the Atlantie seaboard,

As a good illustration of waste and shortsightedness, take the
great Central Valley of Califormia. Iying im the basins of the San
Joaquin and Saoramento rivers, it is five hundred miles long, forty
miles wide, has 3,000,000 mecres of irrigated land and a population
of 900,000, There too, as in so many other sections, people
assumed that the underground water supply was limitlees, and today,
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as a result of excessive pumping, lowered water tables threatem to

send the Valley back to desert and salt marsh, Vineyards and orchards
have ‘died in large huibtrl. uthnrl'ir- dyimg, and fields once greén
with alfalfa and golden with 'hﬁnt are now &8s barren as the sandy
stretches ﬁ! the Mojave, | .. 9

‘ "The Delta, formed by the confluence of the San Joaquin and Sac-
.pramento, contains onme half million acres of exceedingly rich land,
&ll reelaimed by levees. Due to the Sacramento's diminished flow, the
result of unregulated irrigation, the salt water from San Franeiséo
Bay, brought up twice daily by the tides, is ruining the fertile
desert lands, The same saline incursion has also worked heavy dame
-age to the industrial distriet én Suisun Bay, and if unchecked,
factories may be compelled to desert the area,

It is not as if there were a lack of water, for,every winter
sees the Saeramento im flood, working damage and even ruin as it
roars down to the Pacifie, It is now the plan, after tem years of
study and the expenditure of two millions on surveys, to build a
great dam far ﬁp the Sacramento, where water will be stored during
the winter monthe for flood control, and released during the summer
months to meet the demands of domestie water supply, irrigation,
navigation and salinity control. A canal will provide fresh water
for the industries along Suisun Bay, and water diverted from the
Delta will be transported southward, using the channel of the San
Joaquin as a oconduit, and other htnalu will xmremxthm branch out
from a dam at Friant, The estimated cost of the entire project
is in the neighborhood of $170,000,000, and federal aid is a
necessity,

Should the government provide that aid? By way of answer, the

Californians point to the fact that the Delta lands produce crops
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~ valued at $30,000,000 a year; thlt the nnnnnl.output of the Suisun

factories is $100,000 a year, lnd ‘that eight counties in the San
Joaquin Valley alone have an anrmual volume of $264,000,000 in re-
-tail sales. A buying power five times that of Idaho, twice that of
Wyoming or New Mexico, and greatly in excess of Montana, Utah or
Arizona, It 1s as if six Western states were faced with annihilation,
and aside from the eollapse of a great state, the Californians eme
-phasigze the loss of federal taxes and the millions that would have
to be spent on relief, Attention is also called to the fact that
mining engineers estimate that there is still $650,000,000 worth

of gold in California's gravel deposits, easily recoverable by
hydraulic operations, and that the comstruction of the Central Valley
water project would make recovery possible,

Land going back to desert; a large percentage of farmers turning
into hopeless nomads; floods destroying life and property; droughts
working ruin and misery; preeious topsoil either washed away or
piled roof-high by winds; unhappy people packing themselves 1ike
sardines in the cities because there is not a living for them in.
the country; the unhappy situation that thousands mow on relief will
have to be continued on relief, growing to accept charity as a
vested right,

These are some of the conditions that have led to the Presi-
-dent's plan for conmservation and restoration on a national scale,
asserting the federal go vernment's right of comtrol over every
drop of runningbwater in the United States, insisting that water
resources must be trdated as a whole, and that only the complete
watershed can be considered as the proper operating unit, The states
have made a botch of it with their bickerings, fighting between




themselves over rivers, and gightinj within thllu;iii; ;ﬁuniilﬁitrlti
rights and downstream rights, . ' _:". oy

The r-dtinl ;u;-rn-.nt itself has lQﬂlﬂdlrld.iilliﬂﬂI ﬁﬁrnnch
lack of planning and intelligent coordination, Btv-:tl_yunrn &go one
department decided to build a dam for the triple pnrpo:ul'nf flood
control, navigation and power development., Soon afterwards anothey
depsrtment built & million dollar bridge and three millions worth'
of highways, all squarely in the centre of the area fhut would be
covered by the dam's storage reservoir,

One federal lﬁthority sets aside lakes as game preserves nnﬁ
wild fowl nurseries, and another authority drains the lakes to fru-
-vide new farm lands, only to find that the soil at the bottom of
the lakes is non-productive, Millions have been spent to restrain
floods, but 1ittle thought has been given to their prevention, Levees
on the Lower Mississippl may have value, but how much more intelli-
-gent to spend the money on the Miami, the Monongahela, fh; 1111; |
-ghany and other tributaries of the Ohio where the fiondl lflrt?
Because dam builders have not cnllu& in the foresters and soil ex-
-perts, silt from gullied hillsides has filled the storage reser-
-voirs, _

A stop will be put to this sort of thimg, just ;l states are
going to be asked to quit their wrangling and join with the federal
government in wholehearted cooperation, Unified and unlprihfnnirl
regional planning is commanded by commonsense and by every instinet
of self-preservation, Hit or miss conservation and development must
give way to order, design and forethought., The experience of the
Tennessee Valley Authority, gained in the comparatively short
time of a year and a half, proves conclusively that these objectives

can be attained,
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The Wheeler Dam is being built fifteen miles above the Wilson
Dam at lhi;lt Bﬁﬁnll, and far up on the Clineh river, some eighty
uiln; beyond its Jgnntion with thn_rinnpllil. the mighty Norris
Dam is in process of comstruction. As a result of this highly cooxd-
-inated system of dams, not only is power assured the whole year,
but flood control is guaranteed and also low water control.

One of the principal attacks on the Tennessee Valley Authority,
and on every other federal projeect for the development of hydro-
electric power for that matter, is that the country is already over-
-supplied, By way of answer, a recent survey showed that sixty per
cent of the farmers of the United States owned automobiles, forty
per cent had telephones, twelve per cent running water and only
five per cent used electricity, All of which would seem to indicate
that while automobile manufacturers and the telephone companies
have been up and doing, power people have slept on the job,

The Tennessee Valley Authority, studying these figures, proceed-
-¢d on the theory that the trnubla'wn; under-consumption, noet over=-
-production, insisting that the d'n;ud could be doubled and trebled
very quickly if the prices om eleotriec current and eleetrical equip=-
-ment were lowered, As & consequence, the Electric Home and Farm
Authority was brought into being, a million dollar govermmenmt eorpo-
-ration backed by a credit of tem millions from the Reeonstruction
Finance Corporation,

Today a housewife in the Tennessee region can walk into her
local dealer and buy an electric range, an eleotric refrigerator, an
electric water heater and a portable motor on time. The dealer
collects the full amount in cash from the Electriec Hﬁlﬂ and Farm

Authority, and each month the local electric company adds an item
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to the housewife's bill that in four years amortizes the total cost
of the appliances together with interest, The money, of course, is
duly remitted to the EHFA, Due to discovered ecomomies, inventions
and mass production, prices are about ome half what they used to be.
In Tupelo, Mississippi, for example, the monthly bill for a completely
electrified home is $6.88, and monthly imstallments om the eleotri-
-cal equipment average $5.,83, Highly excited by the leaping demand
from both towns and countrysides, the mamifactufers are now working
to lower the costs of washing machines, eleetric iroms and elecotrie
sewing machines,

What has been done in the Tennessee Valley can be done, and will
be done in every other regiom, This does not mean governmment compe-
-tition with private industry in any harsh sense of the word, The
TVA is commanded to avoid comstruction of duplicate physical facili-
-ties and to guard against wasteful ecompetitive practices, Some
private lines have been purchased in Alabama, Mississippi and Tenne-
-ssee, but in most cases working arrangements are made for trans-
-mission and distribution, The Eleetric Home and Blrliluthoritf has
the right to operate in any state in the Union, and will dundoubted-
-1y do so, but its activities build up local deslers,

The master minds in Washington are sublimely convinced that
cheap current and cheap electrical appliances, so0ld on easy payments
at low rates of interest, will result imnmthe complete eleotrification
of small towns and rural regions, In the Seandinavian countries, they
point out, and also in Ireland, Bavaria and Alsace-Lorraine, the
‘farmers have running water and electric lights not only in their
homes but also in their barms,

Soil erosion in the Tennessee Valley had reached the stage

of stark tragedy, Out of 742,000 acres of nom-forest land in
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Jn- drainage area, more than 500,000 acres had been washed ivnr. and
the land ‘ruined for mgrioulture, Hillsides, omce thick with magnifi-
-gent hardwood forests, had been bought up for twenty-five cents an
acre, and cut bare, Ome poor struggling wretch had tried eleven
farms in sucocession and was found starving on the last,

A first step of the TVA was to retire submarginal land from
cultivation, putting it back into grass and trees, Instead of hitting
or missing, however, as in the past, experts set up nurseries to

and shrubs

find the best corop-bearing tr!ilhbﬂth for human consumption and as
food for stock, They are experimenting with the peécan, the hickory
nut, the walnut, the filbert, the hazelnut, the persimmon, the
honey locust, the carob and the mulberry., A ocross of the carob and
the honey locust is being tried to get a new feed for cattle, and
it has been discovered that the Asiatic chestnut is not subject
to blight, All this that is being done in the Tennessee Valley can
be done in other regions, and the Great Plan dontumplatll doing 1it,

Agrieultural experts are working side by side with the firm
foresters, explaining the necessity of changing from plough crops
to grass crops, showing the advantage of " wood lots, " of econtour
ploughing and " strip farming, ® A stretech of alfalfa or clover
between corn, cotton or tobacco conserves moisture and protects the
topsoil against rain and wind, Duul.nuwbn- imagine that such in-
-gtruction is not needed in the Mississippi Valley, the Arkansas
Valley and many other agrioultural areas where the wastes and igno-
-rances,of the past are taking heavy toll today?

When it came to housing the workers for the building of the
great Norris Dam on the Clinoh, the TVA did not throw together the
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usual ramshaekle construotiom eamp, doomed to abandonment, but set
about the ecreation of a permanent rural ecommnity. Simple, comfort-
-able homes, completely eleotrified, were put up to rent for $25
a month, tlih with four or five aeres of ground for garden plots,
One house in the town wae set apart for the comstructions of a .
" home expert, " and other experts laid out & model gardemn for the
purpose of showing the workers just how a family eould feed itself
through the summer, and lay by enough for the winter months,

A dairy farm and & poultry plant were likewise established,
not only teo supply the ecommunity, but also to teach dairying and
poultry ralsing to the workers themselves as well as the farmers of
the countryside. The comfortable theory, held through long years,
that anybody can raise chickens or handle cows has ruined more
hopeful farmers than any athlq.nnu thing,

A further activity in conneection with the TVA is the establish-
-ment of shops where the workers and the country people can receive
thorough courses in vocational training., They are taught wood work
in all of its branches, plumbing, mechanics of every kind, electrieal
construction and repair, rug and carpet making and other things
caloulated to fit the dam workers for trades and to make the farmers
ik sufficient to themselves instead of driving into the nearest town
every time & plece of machinery goes wrong or an eleetric light
fuse happens to blow out,

President Roosevelt stands convinoced that what has been done
in the Tennessee Valley can be done in similar regioms throughout
the United States, and that it has got to be done, Water must be
econserved and wisely administered if we are to endure as a nation,

Agrioculture, all too often as it is practieed today, leads to
abandonment of the soil, More and more the truth is being driven

-
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home that mo man hus thu right to -tr, ®" I am the nblnlutl owner
of my ‘rnuld, and I111 do with it as I pzlult. - Hh is I.ruly
the uultudtnn, nnd lh-nld be made to see to it th:t he passed on
good land to thn next generation instead of barren stretches,

It is iut the purpese of the Great Plan to add blindly to oup
annual ngri:nlturul output, For every new acre prnﬁght into ocultiva-
-tinn; an old aere will dYe ritir-d. All over the ecountry today, farm-
-ers are pouring the sweat of their bodies and souls into soil that
can never yinld in adequate return, Such as these rmust be trans-
-ferred to more fertile soil, and submarginal lands put bdaek into
grass and forest, or turned over to the President's Committee on
Wild Life Restoration for upland game, inseetivorous birds, migra-
-tory fowl and furbearing animals, Seventeen million acres have
alrady been requested, a fairly sizable chunfk to start off with,

An end to the ravages of floods and the terror of droughts;
cheap current and inexpensive electrical equipment for the home, the
barn and the field, lifting humanity above the animal drudgeries;

a cure for the congestion and savage competition of cities through

" the development of loecal industries ihnrn the workers will have

their garden plots, a generous supplement to their wages; a larger
measure of happiness for all, and the recovery of self-respect for
countless thousands,

Out of the Great Idea too may come town plnnni;g. for just as
the Tennessee Valley Authority built a rermanent rural community at
Norris Dam, 80 will other watershed developments necessitate the
construction of similar communities, In many states there are dying
towns, due to the cessation Qﬁ mining or some other industry, and
the populations should be moved to more advantageous sites whers

life offers a better chance, These new communities, together with
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slum e¢learance in the cities, the government's housing prngf:n, and
garden colonies near 1qdu§tr1:1 districts, may well effect profound-
-ly the whole nation's mode of living,

Strange as it may seem, the Great Plan ies not new, The Azteecs
and the Incas thought in terms of mational planning and regional
development centuries before the Pilgrims touched Plymouth Rock or
Captain John Smith orept through the Virginia forests, Water and
s80il were the sole concern of the central gavirnmnnt, and by a system
of land tenure, colonization and scientific comservation, these
ancient people kmew neither poverty mor hunger.

Is it too radical, too visiomary, to ask that Twentieth Cen-
-tury Americans equal the Incas and the Aztecs in the ordering of

human life and natural resources?
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Memorandum to the President
From: David E. Lilienthal

Subject: The Knoxville Electric Utllity Situation

1. :%a Principle Involved. "Therefore, I lay down

the following principle: That when a commumnity or a '
district is not satisfied with the service ren ered :
or the rates charged by a private utility, it has the
undeniable right as one of its functions of government,
one of its functions of home rule, to set up, after a
fair referendum has been taken, its own governmentally-
owned and operated service." (Portland Speech, Sep-
tember 21, 1932.)

B, xville's efforts to secure reas ble )
from the vate com . Long before the creatlon
of the Tennessee ?Ei%er Authority, the City of Knox-
ville sought to secure reasonable electric rates .from
the private company serving the area. A survey of a
manicipally-owned plant was ordered three years before
TVA was created. These efforts toward falr rates
were renewed after the creation of TVA. The results
were unsatisfactory, in the judgment of the people of
Knoxville.

Accordingly, on November 25, 1933, ng falr
referendum” was taken, and by a vote of two to one the
electors of the City voted "to get UPsssasssss 1ts oWn
governmentally-owned and operated service". Since
that referendum the private company made a reduction
in electric rates. This reduction the representatives
of the City, with support of public opinion, hold to be
sti11 inadequate and present rates charged unreasonable.

3. Effort to buy existing system. The City tried to
buy the sting utility system at a fair price, but

its offer was not serlously entertained by the Company.

4, z%ﬁig effort to avold competition. In an effort
to avoid the necesslty 1or competition between a new
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Memorandum to the President -2- November 6, 1934

municipal plant and the existing private utility's
plant, the Tennessee Valley Authority offered to buy
the entire electric holdings of the Tennessee Public
Service Company within the City of Enoxville and with-
in the adjolning territory, at a price of approximately
$6,200,000.00. This price was held to be falr by a
distinguished committee of bondholders; 92§ of the
bondholders came in under the offer; the price was ap-
proved by the affirmative vote of more than 85% of the
preferred stock, and by 100% of the common stock. The
plan provided for a reconveyance to the City of Knox-
ville by the Tennessee Valley Authority, repayment by
the City of Knoxville to be made to the TVA out of reve-
nues from the property. Under this plan the investors
in the private utility would have been protected against
competition with the city-owned plant; 200,000 people
would have benefited through rate reductions aggregat-
ing $488,000.00 per year; local ownership of electric
facilities was provided for.

5. Purchase by TVA of the private utility's prnpeitz
on behalf of the Knoxville community has failed te |
or completion of the transaction was fixed at October
3l. A few days before the final date, counsel for a
single preferred stockholder sought an injunction from

the Federal Court to restrain the transaction. The
Federal Court denied the petition for such injunction.
A few hours before the expiration of the contract a
Circuit Judge, acting on petition of certain coal and
ice companies, issued a writ of supersedeas preventing
the transaction from being completed.

Y e T
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6. The preaegt.situatinn. .

(2) The transaction providing for the pur-
chase of the private utility's property by the TVA, on
S St of the City of Knoxville and other municipaii-
ties in the area, has failed. Even if revived, 1iti-
gation can delay consummation of the mandate of the
people of Knoxville by two to three years. ﬁ |
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(b) The City of Knoxville has borrowed the
funds from the Public Works Administration with which
| to construct its own plant and thus give expression to
i its Mundenliable right...to set up...its own...service".

| Te oxville situatio s sat [ ca

(a) The private company has long secured in-
ordinate profits from the people of Knoxville.

| (b) These profits have paid huge dividends
I on watered stock, of which $4,388,157.00 represents an
over-night "write-up".

| (¢) The people have sought to secure reason-
able rates from the private utility, through resort to
the State Commission, and otherwise.

(d) The people have sought to purchase the
existing property.

(e) The Federal Government, through TVA, on
behalf of the consumers, has sought wlthout success to
acquire the property at a fair price.

(f) It may therefore be sald that the people
of Knoxville have exhibited patience and reasonableness
in their efforts to secure this necessity of community
life at fair prices.

THE CAUSE OF THE PEOPLE OF KNOXVILLE IS THE
CAUSE OF ALL THE PEOPLE OF THE UNITED STATES.

8. Need for action.
On January 1, 1929 you used these words:

"In the brief time that I have been speaking
to you, there has run to waste on thelr paths toward

- —
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the sea, enough power from our rivers to have turned
the wheels of a thousand factories, to have 1it a mil-
lion farmers' homes - power which nature has supplied

us through the gift of God, is intolerabl t
Egg utilization of this gtupagénuﬁ harii%ﬁa Eﬁnﬁig be
; er delayed tty squabbles an & di

te.

ime 1 not solve problem; it will be more
cult as time goes on to reach a fair conclusion.
must be solved now." (Inaugural address as Governor

of New York.)
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ort to th esident th recommendatio

Fair prices and good quallity of electric-using ap-
pliances are equally as necessary as falr rates for elec-
triecity in furthering the President's program for widespread
use of electricity in the home and on the farm. T.V.A. 1s
bringing lower rates. It is the Job of Electric Home and
Farm Authority to secure lower prices and better quality of
electric equipment.

Results of first six months of E.H.F.A.

1. Price reductions.

Through negotiations with some sixty manufacturers
substantial reductions have been secured, ranging from 25% to
40%. For example, when E. H. F. A. began operations the
least expensive standard quality refrigerator was $115.00;
it is now $72.50. Electric range reductions have been even
more marked. Recently the manufacturers agreed to make these
lower prices avallable nationally.

e Ingrease in volume of production and reemployment.

This program has already resulted in great stimu-
lation in the production of electric equipment. For example,
three power companles particlpating in the plan increased
their sales of refrigerators in 1934 over 1933 by 406%,
ranges ilncreased EEE% and water heaters 2876%, a total of
about 12,000 units. The volume of sales compared with man-
ufacturers! guotas in the Tennessee Valley area have been
jﬂiﬂg_ﬂﬂ_gxgﬂj,as in the country as a whole (155% compared
with 290%). Because the manufacturers have recently agreed
to extend these low prices to the whole country, a comparable
result is being felt in other parts of the country, except
where electric rates have not been reduced.




d. Increase in use of electricity.

Based on results to date, continuation of E.H.F.A.,
with continued rate levels, will by 1937 increase total resi-
dential consumption by 250,000,000 kilowatt hours, or 67% in-
Ccrease. 2

i S
4. Promotional and educational work.

This 1s perhaps the most important work which has
been done. The soclal benefits of the widespread use of
electricity at low rates, and with low priced, high gquality
equipment, has been carried to the publiec. Educational
features have been emphasized; schools in the use of elec-
tricity have been conducted in cooperation with Universities,
parent-teachers associations, etc. Pamphlets have been used
by other publlic agencles, e.g., New York Power Authority.

5, Standardization and improvement of design and protection
of guality. :

Through negotiations with manufacturers, standard
specifications have been agreed upon which will tend to reduce
costs and increase usefulness. Quality standards have been
written into the specifications. Testing of quality has been
initiated. To be fully useful a laboratory 1s needed and is
recommended. Pressure on manufacturers to re-design equipment
to meet the needs of the average home has resulted in new de-
signs of refrigerators, ranges and water heaters, and substan-
tial progress has been made in re-designing of water pumps for
rural uses. r

B; Financing of customer paper.

E.H.F.A. has power to buy customer paper at a moder-
ate financing rate. It was recognized that if this practice
became widespread among private agencles, it would have a ten-
dency to loosen credit in an exceptionally sound financial field.
From the start it was hoped that private capital would adopt
E.H.F.A. methods of customer finanecing. E.H.F.A. itself 1is
handling an insignificant volume of paper, and unless the volume
is greatly increased in the ensuing months, it will not be self-
supporting. The E.H.F.A. example, however, has resulted in the




spread of this method of customer finaneing, not only through-

out the Tennessee Valley area but in other sections of the

country. Leading electrical manufacturers and utilities have

Joined in pressing the E.H.F.A. finaneing device, accounting

£§r1§art of the unusual activity in the electrical products
eld. s

RECOMMENDATIONS as to the future programs:

The Act (N.I.R.A.) under which E.H.F.A. was created
provides that it shall expire on June &0, 1935. ' In order to
make plans for the coming months, a decision as to the future
program is necessary. The following recommendations are sub-

mitted:

1. In general.

The program should be continued as part of N.I.R.A.
extension, or separately, as a necessary supplement to the
President's program as to supply of electricity. Electricity
supply and electric equipment should be linked together, not
merely in the Tennessee Valley, but wherever the "yardstickn
areas are set up.

2. [Einaneing.

It is recommended that the experiment of public
financing be continued for the next three months. At the
end of that period there are two alternatives: Private
capltal may be induced to continue this activity, or the
need for publie financing under the E.H.F.A. plan may pro-
duce a sufficient volume to be self-supporting, In any
case financing should be continued to the extent electric
users in T.V.A.-served communities will be provided with
lower financing terms, Losses, if any, should be charged
against new business expense of electric operations.

Knoxville, Tennessee
October 13, 1934
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Col. Marvin H. nﬂmtyrﬂ'
Seoretary to the President,
The White House,
Washington, D, C.

November 9, 1954

-

Dear Col. MeIntyre:

For the President's information I am enclosing
a brief statement of the program of research and
plant adjustments that has been set up by the
Authority for fertilizer production under the Aot.

The President may have the opportunity to
glance over this enroute to Muscle Shoals on the
seventeenth,

Very cordielly yours,

ﬁﬂt}rgm M —

HAM:R

i,

— E————
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Results to Date of the Fertilizer Program
of the Temnessee Valley Authority

Agreement among soil experts of the country:

1. That the soils of the nation are too low in phosphorus content to
permit the building of a permanent agricultural program without
generous supplﬂmant;1 ryplicntions;

2. That, of all plant food elements, phosphorus is of the greatest
oconcern in any program of natiomal economy;

S« That applications of phosphates supplemented with lime assure the
growing of legumes for soll cover, restoration of vegetable matter,
and thus provide a cheap source of nitrogen;

4, That soil erosion control in areas of large annual rainfall, such
as the Temnessee Valley, can best be acocomplished by generous
applications of phosphates %o sods, grains and legumes in uauo-.
niatio_n with a readjusted program of mgriculture that ocarries live
stock sufficient, at least, for self-containment and the consump=
tion within the area of praziunta and by-produots carrying the
largest amounts of those elements of the soil that are now costing
millions to restore in the form of commercial fertilizers,

An agreement with all the agenclies of the Valley states and Federal

departments to unite in a regional program of national significance,

Have developed adequate facilitles for experimentation and informe

ation in conneotion with fertilizer and soil erosion control projects,

1, The experiment stations and extension forces of the uavuq_?nllay
states have offered their researches, equipment and personnel for
carrying out this reglonal program,

2, Have, in addition to making minor changes in Nitrate Plant No. 2,
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designed, built, and are now testing two new type eleotrie furneaces
for the production of elemental phosphorus,

Have designed and construoted two phosphorio acid producing plants
now under test,

Have designed a new type of blast furnace for the production of
elemental phosphorus, After eritiecal study, this design will be
the bauiﬁ for the econstruotion of a furnece which we expeot to
begin during £hﬂ early part of next year,

Have designed, constructed and equipped a commercial slze demon-
stration plant for the manufacture of the new plant food products
and concentrations which seem necessary to a soll rehablilitation
pProgram,

Have leased about fifteen thousand acres of phosphate ore areas in
Middle Tennesses counties and have already brought into production
arens heretofore regarded as wnworkable, The land is mined in
such a manner as to permit its economical restoration to crop
produotion conditions,

Through cooperation with the Velley states' agricultural experiment
stations, all new fertilizer produots are theroughly studied by the
soil research departments of these institutions to determine the
value of these products to farm practice of the varlous areas.

More than twenty chemical engineering projects are under way, look=
ing to the development of new processes which will:

a, Make possible new and improved fertilizer products;

b. Make available plant food resources now unused;

os Lossen to a marked extent the cost of fertilizers to the farm

lands of the nation,



THE TVA FERTILIZER PROGRAM

The T, V, A, Aot, in providing for the development, manufacture and
demonstration of new and improved forms of :I’lrt:iiinr. fulfills certain
imperatives of the Administration's progm.h Widespread use of non-
cultivated cover orops through the effeoctive use of phosphates is basic
‘rl.'-o the maintenance of navigetion and power projects in that streams and
dam basins are protected from the infiltration of silt; land is con-
served for future gununtia-m by prevention of soll ercsion and restoration
of nit'rogm content; the immedieate objective of reduction of besic farm
commodities 1s effeotively served, by encouraging rellance upon subsistence
orops and wide diversificaticn, rather than too great an emphasis upon
production of crops for sale on a surplus market, Because of the wide
diversification of soil types and topogrephical and climatio conditioms,
measures successfully prosecuted along these lines in the Tennessee
Valley nra:a will have national epplication,

The significance of the loss of soil fertility through erosion and
extended cultivation may not be too strongly emphasized, sinoce depressed
farm purchasing power is attributable with nearly equal force to debilitation
of the land and to a persistence of the single orop systems The situation
is one 1n which cause and effect are welded in a vicious circle to prevent
effeotive leverage of theprice level, and where sound industriel develcp=
ment based on cheap power is impaired at its source through silting,

The distribution of much cheaper phﬂlaphata fertilizer, conditioned
upon the use of farm lands for sod orops, legumes and small grnins’i will
effect a readjustment of agriculture on a basis of live stoock l-.nd..uyntam-
atic diversifieations, The land will thus be replenished of its nitrogen
and protected from erosion; and, although retired from basic erop produc-

tion, will meanwhile provide a basis for self-contaimment under conditions



best suited to the maintenance of power and navigation projeots.

Obviously, the administration of this program is limited at every
turn by the sympathy and understanding of the farmers who must, in the
final analysis, carry it out, This plan can materialize no faster than
it can be thoroughly understoods For this reason, care has been taken
at every stage to utilize the experience, facilities, and personnel of
existing agencies enjoying the confidemce of farmerss To whatever
extent may be feasible, farmers will be oalled upon to act aggressively
through their organiszed groups in the use of the opportunities to which
they are entitled under the statute, The net objective is an elevation
of our rural -::ivillil.a.‘bian through conscientious stewardship of the land,

With the foregoing considerations in mind, the plans and activities
of the Authority will be described briefly in terms of the pertinent seo-
tions of the aot authorizing or directing each such aotivity,

(1) Under Section five (rh]. the Board is authorized to "establish,
maintain end operate laboratories and experimental plants, end to under-
take experiments for the purpose of enabling the corporation to furmish
nitrogen products for military 'purposes, and nitrogen and other fertiliser
products for agricultural purposes in the ‘most economiocsl manner and at
the highest standard of efficiemcy." Thus, chemical engineering laboratories
have been established at the University of Temnnessee and at Nitrate Flant
No. 2 respectively, in which an aotive program is being oarried on in the
development of new fertilizers and new types of eleotriec furnaces and
aoid equipment,

This seotion in respect to experimentel plants is supplemented by sub=
seotion (f) suthoriging "alterations, modifications or improvements in
existing plents and feoilities" and the oonstruotion "of new plants,”

Besides using all available and adaptable facilities of Nitrate Plant # 2,
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it was found necessary to construot a plant of ccmmeroial size for demon-
stration purposes, Although the capacity of this plant is the minimum
for oommercial production, it should be possible to demomstrate whatever
economies may reside in the processes, and will permit the oonduct of
experiments in distribution, and the educational progream hereinafter
discussed,

Aocording to sub=section (o) of Seotion 5, the Board is authorized
to "cooperate with National, state, distriot or county experimental sta-
tions and demonstration farms, for the use of new forms of fertilizer or
fertilizer practices during the initial or experimental period of their
introduction," The act thus recognizes the prime lmportanse of acour-
ately cheoking the practical application of new fertilizer types. To
this end, the land grant colleges in the seven Valley States are collab-
orating with the Authority in testing out the effect of the mew forms of
fertiliser under varying oonditions, and in comparing the results with
commercial fertilizers now in common use, This project is umder the
general supervision of the Authority and preliminary reports indicate sat-
isfactory results with the materials tested.

Sub=seotion (b) authorizes the Board to "arrange with farmers and
farm organizations for the large-scale practical use of the new forms of
fertilizers under conditions permitting an accurate measure of the economio
return they produce,” Much to the same point, sub-section (e) permits
"donations or sales of the product of the plant or plants - = = to be
fairly and equitably distributed™ through various farm agenoies and organ=
igations, The intent of Congress in these sections is obviously to
insure that the fertilizers be properly applied, that the utmost ecomomy
in distribution be mccomplished by dealing directly with farmers through
their agencies md orgenigations, and perspective be maintained throughout,
by & oareful analysis of resultss Thus, plans are now being formulated
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to distribute fertilizer in comcentrated form to selected areas where it
will be aveilable to all farmers wishing to partioipate in its use.
Cooperating farmers will agree to terrace and improve the land and to
engege in & farm program oonsisting of proper ratios of sod orops,
legumes, small grains and diversified produce of larger eoconomic values
County agents and leaders of farm groups will assist in locating lands of
greatest demonstration value and in the general supervision of the program.
Th.-u ultimate cost of fertilizer will be materially reduced by farmers
assuming its distribution through their agencies and organirzations. They
will be assisted in establishing demonstrations of small, inexpensive mix=
ing plants at numerous centers of consumptlon where concentrated phosphates
can there be mixed with other plant food n;muuntrataa and with dolomitic or
other limestone drawn from local sources, These demonstrations will give
farmers the opportunity of accumulating the basic facts ra_ga.rding Itha
blending and use of various fertilizer elements and of measuring the rel-
ative cost to the land of importent items of distribution such as freight,
handling, begging and storage, They will also offer the farmer an oppors=
tunity to restrict his oultivated cash orops in accordance with the saving
effeoted in the fertilizer bill and thereby reduce the drain upon the land,
It will be recalled that one of the two nitrate plants was comstruoted
at a time when information and experience in the Haber process were scarcely
available, so that this plant could not be operated efficiently without the
expenditure o:['.mﬂ.lw millions of dollars, However, the ammonia process
demonstrated by this plent has been spplied in the last seventeen years with
suoh success that the cost of nitrogen was deoreased by sixty-six per cent,
Nitrate Plent No, 2 is & oyanamid plant of very large capacity; researches
with the product of tﬁs plant are in the direction of maldng oyanamid a
more suitable souroce of the nitrogen in mixed fertilizers, The nitrogen

element in land improvement, however, is not as serious as was formerly



regarded because the air as a souroce of nitrogen for commercial synthetie
plants is equally available to the farmer through nitrogen fixing vegeta-
tion, It is here that phosphate becomes so important in its application
to nitrogen fixing vegetation to enable the farmer to supply his own

nitrogen,
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Memorandum to the President
From: David E., Lilienthal

Subject: Facts About Tupelo i

1. Tupelo was the first city to sign a contract with
IVA for wholesale power generated at Wilson Dam. The
contract was signed on November 11, 1933, and current
was initlally supplied on February 7, 1934.

2. Upon receiving TVA-Muscle Shoals power, the City
of Tupelo put into effect the new low TVA rates, which
for residential consumers start at 3¢ per kilowatt hour
and range downward to four mills per kilowatt hour.
These rates represented a very substantial reduction to
consumers of electricity, in almost every case more than
50%. Before TVA, residential consumers paid as much as
10¢ per kilowatt hour for electricity, the average price
belng approximately 7¢. Under TVA rates, the highest
price is 3¢ per kilowatt hour and the average price has
been 2.5¢ and less.

. Before TVA, the City of Tupelo purchased wholesale
power from g private company (Mississippi Power Company)
at a rate of approximately 1.7¢ per kilowatt hour.

Power from the same source and over the same lines (pur-
chased by TVA from the private company) is now sold to
Tupelo at a rate which has averaged 5.4 mills during the
past eight months. Since its contract with TVA, Tupelo
has been able to save about 68% in its wholesale power
bill. Because of this tremendous saving in the cost of
power and by reason of a tremendous increase in use
which has come about since the low rates were made availl-
able, the experience of the City of Tupelo has been a
profitable one. Because of the increase in use and by
reason of the excellent load factor, better than 50%,

the City of Tupelo has been a profitable customer to TVA.

4, The experlence which Tupelo has had under TVA rates
1llustrates how electric utilities can drastically re-
duce their rates, increase consumption and continue to
prosper. Gross revenues for the City of Tupelo from
its electric operations were only $5600 in the month of
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March, 1954, at a time when the TVA program was just get-
ting under way. By September, revenues had increased
to more than $8800, an increase of 57% in only six months.
The rate reductions cut revenues in half, but with this
reduction the people of Tupelo found that they could af-
ford to make a wide and generous use of electricity in
thelr homes and in thelr factories. By September, 1934,
residential users had increased their consumption iEE% as
compared with September, 1933. They were using more
electricity for lighting their homes, for refrigerating
and cooking their food, for heating their water, and for
all kinds of purposes. They were using electricity, and
in doing so, relieving drudgery in the home. :

5. There has been much the same experience in other com-
munitlies in which TVA rates have been put into effect.
What has happened in the City of Athens, Alabama, for ex-
ample, further illustrates the soundness and the benefits
of this program. TVA rates were put into effect on June
1, 1934, in Athens. The immedlate result was to cut
residential bills by 50% and commercial bills by more
than 40%. The consumers lmmediately responded to the
inducement of fair and low rates. In the brief space of
five months, residential consumption increased 79%, and
commercial consumption increased 120%. These enormous
increases can be attributed only to the faet that low and
equitable rates have been appreciated by the public and
that the low cost electric appliances will be in great
demand whenever and wherever available.

Before TVA, the City of Athens purchased whole-
sale power from a private company (The Alabama Power Com-
pany). The rate paid by the City of Athens to the pri-
vate utility was approximately 1l.3¢ per kilowatt hour.
Under TVA, the Clty of Athens saves about 49% in the
cost of wholesale power, the average rate paid to the
TVA being approximately six mills. -

For the month of May, 1934, the last month
before TVA, the City of Athens had a total revenue of
approximately $3000, out of which it paid approximately



-

s
._f.

TENNESSEE VALLEY AUTHORITY

BOARD OF DIRECTORS
ARTHUR E MORGAN, CrHAIRMAN
HARCOURT A. MORGAM
BAVID K LILIENTHAL

Memorandum to the President -3~ November 16, 1934

$1400 to the private utility which supplied it with power.
There remained to the City of Athens about $1600 for
covering its cost in distributing electricity. This sit-
uation can be compared with the month of September under
TVA. During this month, the total revenues of the City
of Athens were $2790, out of which $940 was paid to TVA
for wholesale power. There remained $1850 for covering
the costs of distribution. In other words, although
Athens reduced its resale rates almost half, consumption
increased at such a rapid rate that in four months the
net revenues available for distribution were actually

15% greater than before.

6. What the TVA rate method means to the country as a
whole. The actual revenue from residential consumers

in the United States as a whole in 1922 was $650,000,000,
for which approximately 11,790,000,000 kilowatt hours
were supplied. If the United States as a whole were put
on the same basis as Athens, Alabama, the total consump-
tion would have been 21,000,000,000 kilowatt hours, and
the total revenue would have been $463,000,000, an in-
crease of 9,000,000 kilowatt hours, and a saving to resi-
dentlal consumers of approximately $187,000 per year.

Financlal result. The TVA rates will be
criticized by all manner of special interests, but the
fact is THAT THEY WORK. In actual practice in Tupelo,
in northeast Mississippi, in Athens, Alabama, it has
been demonstrated that they work.
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