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i }f,&'“ Jenuary 17, 1938

LENORANDUM TO THE PRESIDENT *

From: Harcourt A, Morgan, Vice Chairman
David E, Lilienthal, Director

Re: TVA Board Situsastion

e attach a joint statement expressing the principles we believe
should govern the conduct of the Board of Directors of the Tennessee
Valley Authority, and how these principles are being violated. This
we have written to clarify our own minds, as a means of keeping you
informed, and possibly as the basis of a public statement if we
should be compelled, by further attacks on the Board, to make such a
statement.

We trust you may have an opportunity to read the statement since
the issues of public administration seem to us basic.

The seriousness of the situation maey be summarized as follows:

1. The undersigned believe that Arthur Morgan, since
May, 1936, has repeatedly violated the accepted
democratic principles of proper conduct for a
member of & board of & public corporation.

2. Opecificelly, these violations have involved
external and internal opposition to the offiecial
actions of the Board in a form which raises
serious guestions as to his belief in the wisdom
and feasibility of the Act, particularly with

respect to power, and in a manner seriously to
handicap and discredit the work of the Authority.
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The Board of Directors of the Tennessee Valley
Authority 1s rasponaibie for an extensive and in some
respects unique project for planned conservation and use
of natural resources. In 1933, when this project was set
in motion, there were few guldeposts for the administra=
tion of the enterprise. Its future course was largely
uncharted. To carry out this undertaking, there was
assembled a staff of thousands of trained men and women of
scores of professions and ocaupatinna,'drann from all parts
of the country and selected solely on the basis of merit.
Thls staff has done a job of which Americans can be proud.

From 1ts creation in the summer of 1933 until
the spring of 1936, the Tennaa;ue Valley Authorlty was
gulded by a Board whose every corporate action was by unan-
imous vote of all three Directors. Since the spring of
1956, however, the Authority's work has been accomplished
in spite of the repeated failure of Arthur E. Morgan to
accept and cooperate in carrying out provisions of law and
Board decisions. Much that has been accomplished since the
spring of 1936 has been in spite of Mr. Morgan's continued
efforts to obstruct Board decisilons with which he disagreed.
For more than a year, as a consequence, the undersigned
majority of the Board of Directors have been compelled to
assume responsibllity for the groject.
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Disagreement and differences of opinion are not
o?jagtionnbla of themselves. In a democracy, such differ=
ences of opinion form the basis of the essential discussion
which precedes declslon on policy=~a declsion made by the
majority. Wlde differences of viewpoint on public affairs
have always exlsted, and sharp and distinct differences
betw&an public officers have characterized the most whole-
some periods in American development. This is particularly
true where, as in thils project, many of the problems have
been new to public administration,

The process of accommodating conflicting views
on particular lssues 1s characteristically democratic.

It roots from the conviction that in the give-and-take of
discussion among independent men where viewpoints must be
urged and defended on the basls of reason, the net result
will be adjustment, reasonableness, consideration of other
viewpoints than one's own, the eliminatlon of personal
blas or personal ambition--a welghing and sifting and
adjuaémﬂnt from which emerges a declsion and action.

These considerations apply with peculiar force
to men acting jointly, whether they be the board of direc=
tors of a private business or of a public enterprise such
as the Tennessee Valley Authority. Where men are respons=-
ible collectively for the making and carrying out of de=
clsions affecting public and private affairs, 1f they are
worthy of the trust and confidence placed in them by their
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appointmentis, they are quite likely to see problems from
different points of view.

Expression of disagreement, however vigorous and
datanminnd; 1s desirable. After a decision has been made ,
however, efforts by a minority to obstruct and subvert the
declslon of the majority are contrary to the principle of
majority rule, and hence contrary to the "morals of democracy."
After differences of viewpoint have been expressed and
welghed and a decision has been made, an obligation rests
upon those whose views did not prevaill to accept the de~
cision of the majority in good spirit, without rancor and

without personal feeling.
III

The present situation in the Board of Directors
of the Tennessee Valley Authority presents a clear-cut
lssue reaspecting this democratic principle. That issue
may be stated in this way: Whaﬁ a board of public trustees,
after welghing differing points of view, and after the
fullest board discussion, has reached a conclusion by a
majority vote, how far may the dissenting public trustee,
while still continulng to hold his office, properly carry
his opposition to these board decisions?

We belleve the following mnthnﬁa of opposition,
which are among those employed by our associate since the

spring of 1936, fall outside permissible limits.
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It 1s not permissible, as Arthur E. Morgan has
done repeatedly in published statements, to attack the
personal motives and good faith and impugn the integrity
of his Faanciatﬁa on the Board, not upon the basis of
direct charges but by innuendo, indirection, and napursiuﬁ.

It is not permissible for Arthur E. Morgan, as
an expresslion of disagreement, to engage in unsupported
attacks upon the integrity, professional ethics, and com=
petence of key members of the staff, and to harass and
Interfere with them while they are carrying out duties
resulting from decisions duly arrived at by a majority of
the Board of Directors. '

It 1s not permissible for the Chairman of the
Board, after Board action has been duly taken, to fail
and refuse to carry out expllicit actlion taken by the Board.

It was not permisasible for Arthur E. Morgan
secretly to cooperate with a utility executive in the
preparation of a memorandum the expreas purpose of which was
to show that a declsion of the Board was wrong and acti=
vated by improper motives.

It was not permissible for Arthur E. Morgan to
collaborate, in secret, with the former Chief Engineer
of the Imsull utility system, in the preparation of a
detalled recommendation on power pooling policy, which
report proposed evasions and violations of the TVA Act;

nor was it permissible, during negotiations, for him to
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permit such report to be made avallable to the utllitiles.

Such methods of expressing dlsagreement with the
Act and with majority decisions of the Board, as have been
employed by Arthur E. Morgan, are not permissible., Such
methods are wrong because they violate the democratic
principle of majority rule. They violate a spirlit of good
sportsmanship in public affairs: one should be a good
loser in matters of opinlion as well as in sports., We be=
lieve these methods to be wrong because they are not
designed to persuade but to obstruct and discredit the
carrying out of the law and of decisions duly reached after
fair consideration.

And finally, we belleve Mr., Morgan's methods are
wrong because the doctrine of "rule or ruin" cannot exist

alongside the doctrine of majority rule and minority

responaibility.
Iv

The Termessee Valley Authority was created by
Congress to construct and administer a system of essential
public works, to lay plans for public development, and in
other ways to carry on executlve functions of the Govern-
ment in an area affecting millions of people. The Authority
was created as a public corporation in order that it might
be, in the language of the President's message, "clothed

with the power of government but possessed of the
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flexibility and initiative of a private enterprise." The
administration of the corporation was veated in a Board
of Directors consisting of three members, appointed by
the President and confirmed by the Senate, of which one
member was to be designated by the President as Chalrman.
No authority was conferred upon any imdividual member of
the Board, nor upon the Chairman, but "the Board shall
direct the exercise of all the powers of the corporation"
(Sec. 2(g))e The charter of TVA is the Act of Congress,
The members of the Board have no authority to act outside
that charter, or to give expression, in thelir officlal
acts, to views Inconslistent with that charter.

The TVA Act was the product of public debate
extending over more than a decades, Its enactment was a
decision upon lssues which had been highly controverted.
Congress recognized that the Act iInvolved controversial
issues of policy, and that 1ts execution could be subverted
unless the administrators were in sympathy wlith the Act
and its purposes. Section 2(h) of the Act provides, there=
fore, that "all members of the Board shall be persons who
profess a bellef in the feaslbllity and wlsdom of this
Act,"

To the Board of Directors have come, in the past
four and one-~half years, a host of difficult problems for
decision. Throughout, the Board has encouraged a full
discussion at 1ts meetings of all of these problems, from
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the varying points of view of the three Directors. On

most questions unanimous agreement has been readily ob=
tained. On some important questions unanimous agreement

was naturally difficult. But whether there could be
unanimity, action there must be, for the Tennessee Valley
Authority 1s not a debating soclety but an executive agency.
A decision must be reached, A considerable number of
important decislons since the spring of 1936 have been

made not unanimously, but by a majority of the Board.

The Act authorizes action by such a majority.

v

We have set out above types of action taken by
Arthur E. Morgan which we regard as methods of expressing
disagreement which are not permissible. The principles
we regard as governing the expression of diéngreamnnt are
as follows:

l. Harmony and unity in carrylng forward the
unique and challenging responsibllities of the Tennessee
Valley Authority ought to be the dominant consideratlon.
Therefore, each member of the Board should make an honest,
wholehearted effort to find some basls of agreement by ad=
justment of his views with those of hils assoclates when the
two do not coincide. Discussion, congiliation, and adjust=
ment of views, with a real effort to see the viewpolnt of

one's colleagues, should pervade the councils of the
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Tennessee Valley Authority. The undersigned have never
sought to limit dlscussion or dissent within the forum
provided by meetings of the Board.

| 2+ No member should be prompted by personal
consideration, by efforts to discredit an assoclate, nor ,
by any other object than to carry out the duties 1mposed
by law and his oath of offlce. |

3. If a member of the Board finds that after
open-minded conslderation of conflicting views, he i1s un=
able to concur wilth a majority of his assoclates, 1t 1is
his privilege and duty to state that fact upon the minutes
of the Board.

4, If a member of the Board under these circum=
stances regards thé'expraaaiﬂn of his dissent as important,
he has the unquestioned right to direct a memorandum to
the Board, recording fully and frankly why he 1s unable
to concur. Such a memorandum should be a dlscussion of
facts and principles, and not an 1ll-tempered attack upon
motives; nor should it deal in mere personalitles.

5. Almambar of the Board who is in the minority
wlith respect to a particular decision has, we belleve, the
privilege to continue to urge upon his assoclates, in meet-
ings of the Board, a revision or reversal of their declsiom.
The majority of the Board should always be ready to consider,
respectfully and with an open mind, any new reasons advanced

or a renewal of reasons theretofore expressed by the minority
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member, why the decision reached should be revised in line
with the contentions of the minority member. Upon a number
of important occasions, upon reconsideration within the
Board made at the request of a member who was in.the minor=-
ity, revisions and changes of policy and adﬁiniatration
have been made in thls way. In our opinion, there should
be no effort to foreclose any 1ssue so far as discussion
within the Board 1s concerned, simply because 1t has once
been declded, wlthin the limits, of course, of reasonable
allocation of time and energy of the Board in reconsidering
declded questions,.

6« Having falled to persuade his colleagues to
his viewpoint, no member of thls Board may obstruct the
work of the Board, as Arthur E. Morgan has done.

VI

There have besen many instances in American public
life in which a public officer, having been unable to
persuade his colleagues or hils superiors to his own views,
has retired to private life and, standing up as a private
citizen, has comtinued to contest and seek to upset a
policy with which he dilsagreed as a public officer. To
thils there can be no possible objectlon. If, however, he
remains as an executlive offlcer of an agency with the
decisions of which he 1s out of sympathy, an objigation

rests upon him not to use his vantage polnt as an executive
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to obatruct the carrying out of determined policles,

These limits upon the expression of disagreement
have been transgressed repeatedly since May 1936 by our
assoclate. Throughout, with one exception, we have maine
tained silence 1in the" face of this extreme provocation, in
the hope that tolerance would lead ultimately to unity and
loyalty. In thls we have been disappointed and rebuffed.
Our gsanciate has increased both the scope and Intensity
of his attack upon majority action until, in recent months,
this opposition and obstruction have occupled virtually
his entlre tlme, even to the exclusion of hls attendance

upon Board meetings.
Vi

To promote unity and avold dissension, we have
aaquiaaced and agreed to some proposals of our colleague
which both of us thought were impractical, immature, and
confused. Once these declslons were made, we supported
them in common with all other decisions. To yield one's
own judgment and opinion is at times the price of harmony
and unity in collective judgments. But there should be no
misunderstanding on this score: so long as we are members
of this Board, we will never permit any private agency to
secure a monopoly over the public power resources of this
river. Thls we have resisted against plausible and high=-
sounding schemes and efforts both from without and from
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iithin this Board. We propose to continue to do so. To
surrender this principle and thereby violate the law and
our oath of office 1s too high a price to pay for internal
harmony.

The undersigned majority of this Board, with
the continued ald of a loyal, devoted staff, propose to
continue to carry this project forward in accordance with
the law which constitutes 1ts charter.
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TENNESSEE VALLEY AUTHORITY

BOARD OF DIRECTORS Washington
ARTHUR I MORGAN, CHARMAN
HARCOURT A. MORGAN '
DAVID E LILIENTHAL ll I a’ 1“3

MEMORANDUM FOR THE PRESIDENT
From David E, Lilienthal

In Re: Berry Marhle Claims

This morning you suggested that I prepare & brief state-
ment for you concerning the so-called Berry Marble Claims against
the TVA.

l. The Condemnation Commission held Berry entitled to
no award,

On March 2, 1938, a Special Commission appointed by the
Federal Court at KEnoxville, held that the claims of Senator Berry
and his associates for damages 8gainst the Tennessee-Valley Authority,
by reason of the flooding of lands on which they had marble leases,
could not be sustained, and that they were entitled to no money
award, The Commission put its decision solely upon the ground that
the testimony of the TVA's experts had convinced them that the
marble leases were "cammercially valueless,"

%+ The Commission put no reliance upon Dr. Morgan's
charges,

The Commission made no referance to the testimony of Dr.
A. E. Morgan, who appeared in the proceedings against the advice
of counsel for the Authority, The Commission therefore confirmed
TVA counsel's advice that Dr, Norgan's testimony was irrelevant to
TVA's case,

The history of the proceedings is as follows:

8¢ Mineral claims, such as Berry's, always require
negotiation before condemnation is resorted to,

The TVA has a regular routine in appraising the value of

farm land to be acquired for reservoirs. Appraisers are sent out,
their eatimates reviewed, etc., and then if the price thus determined

L)
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is not accepted, condemnation proceedings are instituted, But when
we have claims for minerals or mineral leases, or comparable problems,
this simple farmland procedure is not feasible, and negotiation for
settlement is always necessary, as routine,

4. There was a wide conflict of expert opinion on the
value of Berry's leases,

Senator (then Major) Berry and his associates made claims
8gainst the Authority for damage to them by reason of the prospective
flooding of lands on which they had mineral leases claimed to cover
valuable marble, Long before the dam was completed, the Board
authorized the employment of consulting geologists, who with our
regular staff examined the properties and reached the conclusion
that they had no substantial commercial value, The Berry claimants,
however, produced experts who claimed a very large commercial value,
the difference of opinion being chiefly on the marketability of the
nnrhla.

5. The uncertainty of result of a condemnation suit led
counsel to advise trying to reach a settlement, by
both parties' calling in an outstanding geologist

as conciliator,

Our counsel told us that condemnation proceedings might
result in a large award sgainst TVA, since in the case of axpert
testimony there is never a way of anticipating which experts the
courts will believe, Furthermore, to proceed to condemnation meant
large expense. (The case has cost a large sum to date.) Accordingly,
efforts were made by counsel and experts on both sides to come to
Bome agreement,

No one connected with the Authority, and no member of the
Board believed that the marhle claims had substantial value, but
everyone recognized that the expense of litigation and the uncertainty
of results where mineral claims are involved made it good Judgment
to try to settle the case, i

During the period of Dr. A. E. Morgan's seven-weeks' absence
from his office in the summer of 1936, a conference was had between
the claimants and the active members of the board, counsel and geolo-
gists, and it was sgreed that an outstanding geologist, selected by
the TVA's Chief Geologist, be called in to see if there was any
basis for agreement., This was done with the approval of the Authority's
counsel who was desirous of awoiding litigation if possible.

The active members of the board believed, and so stated,

that so distinguished and impartial a geologist as the one selected,
Dr. John Finch, Chief of the Bureau of Mines, would support the



conclusion of our omm gealogist and consultants, and show Major Berry
and his associates that they would lose the case and should therefore

8+ The conciliation agreement did not bdnd anyone to -
Iﬂﬂthiﬂﬂa c :

A Memorandum Agreement was entered inte which, by its express
terms, provided that neither party should be bound to accept the
conclusions of the mediator. In other words, the matter was not

7. The conciliation agreement expressly provided that the
validity of the claims was not acknowledged by reason
of entering such mediation,

A. E. Morgan objected to any effort at mediation upon the
ground that to do so would be to recognize the validity of the claims,
The agreement to call in Dr, Finch in no way halted or interfered with
an investigation for actual facts, as distinguished from Imors or
impressions, on the issue of bed faith, One of the Board Resolutions
stated: "The Board hereby re-emphasizes that such an arrangement
(that is, for Dr. Finch's services as conciliator) is in no wise to
be construed as a validation of any claims nor is either party to
be bound in any way by reason of the fact that Dr. Finch has been

called in as intermediary,...that the mediation proposal is to be
wholly without prejudice or effect on any other problems presented by
these ﬂlﬂiﬂﬂ..

8e Evidence tending to show bad faith appeared for the
first time more than a year after mediation mas

Because of Dr, Morgan's objection, the efforts to mediate
were not carried forward and condemnation proceedings were instituted,
A few weeks before the condemnation proceeding began, one of the
claimants who felt he had been mistreated by the others presented
information to counsel for the Authority which for the first time
enabled the Authority to unearth facts tending to show bad faith,

Once they had these facts, Counsel for the Authority proceeded to put
this evidence into the record of the proceedings and urged the Commis-
sion to throw out the claims,

After counsel for the Authority had submitted complete evidence
on both points—the lack of value of the claims and the question of good
falth~-Dr, Morgan asked to be heard before the Commission, His testimony
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was & recital of his objections to the mediation proposal, He stated
in answer to questions by the presiding Commissioner that he had no
knowlsdge except as he had read it in the newspapers of the evidence
of bad faith which had been submitted by counsel for the Authori ty,

9. The Commission disallowed the claims in tote because of
« TVA's expert testimony that the marble hag no commercial
value; it disregarded Dr, ¥organ's testimony as irrele

vant,

This expert testimony was developed almost two years before
the trial. No reference was made by the Commission to bed faith,

10, To call upon an outstanding government geologlie authority

3
is there any single act of the majority and the staff that did not
follow established principles of good public administration,



SUBJECT: EVIDENCE THAT CHAIRMAN MORGAN'S RECENT STATEMENTS
EXPLICITLY ATTACK THE HONESTY AND PERSONAL INTEGRITY
OF THE OTHER DIRECTORS.

1. Ohairman Morgen's reference to » "joker" in the
Arkansas Power and light Company Contract clearly
purported to charge corruption to other Directors:

Chairman Morgan's letter to Congressman Mayerlok referred

tna'juhr'inﬂuhhmmhnrmdhgbbﬂwmtmctmnh

according to Chairman Morgan,
a TVA engineer had dipoovered. The "Jokery/would have permitted

the Power Company to secure firm power at secondary power rates.
Uhlirlminrgm charged that the TVA engineer who had exposed this
was now being punished.

Senator Bridges used this as evidence of his charge of
corruption in the TVA in a Semate speech on March 9. Senatar
Bridges, speaking of his omn charge, said:

"Congressional Record, page 4118, On the flood of the
Hoyse on February 7, Representative Maverick made
detailed and specific charges analyzing these industrial
contracts, and stated that—TVA has contracted for long
terms * ¥ * over 80 percent of the installed gemerating
capaglty of these dams.

More recently, Dr. Arthur E. Morgen, who happens to be
Chairman of the Temnessse Walley Authority, has confirmed
the same charges.

Since then I have given the same subject further study,

due to the inspiration of the Senator from Temmessee

(Mr, MoKellar), who at that time challenged my facts.
am B at a

slele] il 888 CONLIACES oot L A7

& _secret rebate amounting to 30 percent the costs of much of
this power. I am prepared {o show at the proper time

that these contracts have accorded to the so-called

"princes of privilege," a class created by administration
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spokesmen, a secret differentisl by dieguising much of
the actual firm power of TVA as secondary power &nd
selling it at secondary-power rates. In short, this
great humenitarian administration which posek as the
protector of the ill-clad, the ill-fed, the 1ll-housed
third, which has dauntlessly 14id down the gage of
battle against the -mopoltu. has pow get out & plate
at its e -
terms "the fat ca o.f ] vilege."

What a perfect example of blowing hot and cold at the

same time. One cemnot bleme the corporations for getting
the best rates possible, but m

2. ©Speclal emphasis given to Chairmen Morgan's charges of
dishonesty:

Chairmen Morgan's statements regarding the Berry claims,
charged & lack of honesty, opemness, fairness, etc., to the other
Directors. The impreseive feature of this charge has been the
allegation of dishonesty. Speeking with reference to this statemsnt
in the Senate on March 9, Semator Vandemberg said:

"Congressional fecord, page 4133. I should like to

make an observation. It seems to me that the editorial
that has just been read goes clearly to the root of the
problem that the Senate confronts in making its alterna-
tive choice. In ordinery circumstances, when a factual
mq:loratim is involved, I would feel that the Federal
Trade Commission, having the facilities and the equip-
ment to search for facts, and a real capacity, could
attain a better result than could a Semate investigating

Committee But, ¥r, Pregident, when the responsible head

dollers, charges & lack of honesy—L quote hin—"a

Yack of honesty, e lack of npumeml_l_nk_or_gmg
and a lack of faimess." and particulerly a lack of




bhonesty, I submit that the situation has totally
chenged from the time when the able Semator from
Hahraska snhuitt.ad hia raaolutim in t.l:le first II‘.'I.un.

dn not 'I.'hink the hurim Gmgrasa can mblat ita
responeibility for finding out what the Chairman of

the TVA meant when he charged lack of honesty. I

do not think the Congress can sublet that raupmai—

bility to amy other power on earth and afterward look

the American people in the face." (Emphasis swmm¥xx supplied )
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M - statement March 5, 1958

% -
b A comprehensive, long-term plan for the adjustment of relations
the Tennessee Valley Authority and private power companies in
Southeast was [roposed today by Director David E. Iilienthal, to

whom the TVA Board some weeks ago delegated the responsibility of
negotiating a basis for settlement.

The plan proposed includes the sale to the appropriate public
agencies—city, power district, rural association, or TVA—of electric
facilities omned by the power companies in northern Alabama, northeastern
Mississippi, and substantially all of the State of Tennessee, including
the cities of Memphis, Chattanooga, and Knoxville, In virtually all of
this territory, the commnities themselves have held elections favoring
establishment of their ewn electric distribution systes? and purchase
of TVA power, or definite steps by the communities have been taken in
this direction. In a mmber of commnities, negotiations for the
purchase of the plants having harat:.ﬂfnra failed, construction of a
competing plant is in progress, or construction is about to begin,

Negotiations for purchase are in progress with the utilities
operating in the Knoxville area and in west Tennessee, part of the
Electric Bond and Share system, In letters dated March , addressed
to the presidents of the Mississippl Power Gﬁnr, Alabama Power Company,
and Tennessee Electric Power Company, and to the president of the Common-
wealth & Southern Corporation which controls these operating companies,
Mr, Iilienthal invited immediate negotiations to include properties owned

by these compardes,
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& In commenting on the proposed plan, Mr, Iilienthal said:

"For approximately five years the Authority has been perfecting
its plans for water control in the Tennessee River basin, We now have
reliable estimates of the present and future cutput of power which can
‘be produced after the prior requirements of navigation and flood control
have been met, Five years' experience has also developed a rather complete
picture of the market for this power as mprcmﬁd by contracts and
requests for contracts with municipalities and county power associations,
whose needs are given preference by the terms of the Tennessee Valley
Authority Act. Most of the power which is now and will be available is
needed to fulfill the power requirements of these preferential non-profit
agencies. A balancing of these factors, consideration of the economics
of power transmission and of the importamce of avoiding duplication of
facilities, form the basis for the plan here suggested.

"For a number of years the Temnessee Valley Authority and various
public agencies in the Tennessee Valley area have endeavored to reach a
basis of agreement with the private power companies, and a number of
contracts with the companies have been entered inteo, some of which are in
force today. But because of disruptive litigation against the IVA, and
for other reasons, no ¢omp3vhenuin adjustment has been possible, The

plan which is now suggested will, I believe, serve as an appropriate

basis for immediate negotiation, for the following reasonss
"l, It is comprehensive and provides a long-time basis of adjust-
ment upon which all parties can then make their plans for the future.
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"2, By providing for the sale of properties, it makes it
unnecessary for communities which have voted to use TVA power to construct
competing and duplicate distribution facilities. The only reason competing
and duplicate systems or facilities will ever be constructed in the
Tennessee Valley will be because the management of the companies find
themselves unwilling to cooperate in a plan for the sale of their
properties in return for a fair consideration.

"5, The proposal is consistent with the TVA's ohbligations under
the Act of its creation and is therefore to be distinguished from plans
which have been suggested ever since the Authority's inception which
run directly into the teeth of the statute and violate its fundamental
policies,

"Only a definite and limited amount of powsr can be produced
under the Anthority's Plan for the Unified Development of the Tennessee
River System, submitted to Congress in March, 1985, That amount of power
(present and prospective) is known, within narrow limits, and the facts
pertaining thereto have bsen reported to Congress in public reports from
time to time., Once a market is found for all of that power, with a
reasonable reserve for expansion and irmcrease within the region served,
then the situation with respect to the power companies' properties lying
outside of such region becomes stabllized,

"Specifically, if the suggested plan met with the approval of
all parties and were put into effect, it would mean that now and for
the future all the power that the Authority can equitably allocate to
Mississippi would be absorbed by the proposed purchase and present
commitments; a similar situation would apply in Alabama and Tennessee.
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A limited amount of power would be availahble to Georgia in addition to
present contracts., Upon completion of Hiwmssee Dam in 1942 or 1945,

a further definite amount would be awailable for Georgia and also &
limited and definite amount in an area near that Dam in North and South
Carolina, provided, of course, public agencies in such areas called upon
the Authority for eénhr;uh. With the completion of Gilbertsville Dam,
estimated to be in 1945 or 1946, a similar problem of allocation of a
defini te amount of power to western Kentucky would be presented.

"The plan, in brief, provides for an integrated and economic
distribution market, operated by local agenclies, adequate to absorb the
entire TVA power output provided for in the Unified Flan, allocated as
fairly as possible, as the law provides, among the wvarious sections of
the Tennessee ‘.Tnliu:r region, In broad outline it is contemplated that
TVA will provide generation and transmission, and that leocal publie
agencles will be tesponsible for distribution; in the buying of properties
the same general allocation of functions is proposed. Under this plan,
TVA sources of power and its transmission lines would be interconnscted
with the facilities of the utility companies in the surrounding area,
for the purpose of interchange of power and standby protection, on a
mutually admtngim basis,

"It has been repeatedly said that the commmnities in the
Tennessee Valley and the TVA intend to pay grossly i.nl.doq_untl prices
for any properties to be purchased, and that no fair price can be secured
because the sales will be made under the threat of competition, That is




not the fact, In order that this issue may be set at rest, I have
included in the letters just sent to the several Commonwealth & Scuthern
companies a suggestion on price, namely that the price be based upon the
actual cost of the properties purchased less the diminution in value
resulting from the fact that the property is no longer new; in other
words, the actusl cost less the accrued dlpﬂﬂilﬂ.ﬂﬂ..'



March 5, 1958

MEMORANDUM FOR COLONEL McINTYRE:

The President mentioned that he thought it
might be wise for him to release the joint memorandum
submitted to him some time ago by the majority members
of the Board, Coples were mimeographed for his use
and a small supply is ntta.chad't

If he felt it a riate blic ression
of his of its ression of principles would
be of inestimeble assistance,

A J.‘ A UJ‘-:‘“\'\
L) i " sl oy A G
o =

% .
\ ~ \ AN A 2



March 3, 1938

MEMOFANDUM TO COLONEL McINTYRE:

This will remind you that the President indicated he might
wish to mention at his Press Conference the plan which Mr, Iilienthal
discussed with him, a statement concerning which he has in his
possession. There are two dangers which you may wish to bring to
his attention:

1., It may be & mistake for him to assume responsibility
for details of the plan,

2, In view of the persistence with which poler(a;mpathimru
contime to indicate that the President is in sympathy with policies
advocated by Dr. Morgan, any general statement by him is likely to
be construed that he (the President) has proposed a plan as mediator
in the TVA difficulties, and that Mr, ILilienthal has been forced
to surrender his views in favor of the Chairman's,

Therefore, if the President makes any reference to the
plan about to be announced by Mr, Iilienthal, it is suggested
that he might say he is aware of the plan, and has approved it
in rough draft, and understands Mr. Lilienthal will have an
announcement to make soon,

This is an important opportunity for him to mention his
approval of the plan, and will be enormously helpful if the outlined
danger can be safeguarded,

L S e vhe eFOYWGT  ama
\oi Iadadiveday (Sndony




March 3, 1958

MEMORANDUM FOR COLONEL McINTYRE :

This will remind you that the President
suggested that he would like to be prepared to comment
on the Berry matter, The attached informal memorandum
will give him the necessary background.



Sp L T R A s e et 2 e et s e o st g
}. .. : s 4 - g / ﬂﬁE et i i ’ ‘_J;_. "--.;; .- l\tjf ? i 1 i L] :_.'..l_l

1 IR St 0 o (R R Pl 1 BRI IR - L o dg! g 1 a2 T R ;
Pt g 4 T LS RS e 'THE “NEW TYORK' ‘TIMES, ' MONDAY, MARCH 7, 1988. e s
E' —_—-Rﬂ'ﬂ'ﬂl‘.l: PEE‘= —= ‘*.,"'P:-E g o T T L,;--.:#-’{-:-'"{f-i]:.r_llfﬁ'i- 'Tr-., M| .I,_ [T T i T K e Y ,.#-&{i%t
P Al E!'Morgan’s Letter "Assailing TVA “Intrigtie’ 4

l ; i *l:1,--1 S A i i 3 "F"r"l'l': _.FH_._:."- Al T ol o . L Ry "h. I ~‘ﬂ-=!"
E B a 4 oy 1 ki DT i . L VT Abiny mm b W S ".: 3 0B - ‘ i I 5 ¥
! R IR LAl T Bpicial 15 Trs Huw Toxx Tramy, - 4 rd with the purposes of | anly be Inferred by a general re-| thelf policies. The formal mestings| think ' ta" an®afbwes to that bt
gL R '|| WASHINGTON, March Biohe | the nom puny oth,the Purposes of | only ba infer ‘otidns reguasted by | of the DOATH, 80 Tt As ARy enim| Snk L an Miiwed its “:LLE ;
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| Tennosace - Valley Authority, " tb|Bul how to bring about & correc- oldad upn';dmgnd by the two| view of the altacks made upon ms

I understand that 'NH:J). L do’not
I-FJJ"I'D‘\';I of L J.nf.tpl:ﬂ 1 i dEIITpo
prova ‘throug pollcy
which,| I balleve, never. has bean
dleclosed to tha publia, AR R
S That {:1[&::‘,' < bellave, finds ax-
presalon & larks numbar of Bap=
arate aleps, any ons of which
or moay not be conslstent with &
sound rat polley. .In the absance
of ‘& clear publie statement of tha

by the other mambers of the board
from the “start, my best coures
seemed to be to do an v job
in my cwn fleid, ' It woul Ell.li
me to have & totally [m fnl
maks the most kind of an [
examioation of the TVA dam-cons
atruction pregram.® . - s
Dﬂlmmrrr I"qlluu .!'!:1‘ f
On tha other hand, In inye:!tuidn: f
& similar. compatent and’ unblased
examination of ths siectrieal pro:|

gram will disclosd disorder, waite,
confusion and lack of Eh.uhln[ ol
A -hl.rtlln (degres. g nless  tha

agencles of povernment can pens-
trate bahind sirategy and Intrigue
:ntd :r:tt “ht#‘th“m of what tz
If I present m resolutlon or maks | D*NE dona ® government, an

A mutlgn and the other members do | UBleEn the m"'ﬂ”i“" ean “buck
not agres to It, T am not allowed to | VD' and ook facts in the face, my
have & record of m;nmntlnn in the|prisusasms for ' goveratisnt . in
board * minutas. rmarly whan “':'t:f“_ Wil “necessarily be af:
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for my reamons for refusing to aign would ;:-:b:':- ‘ﬁ.ﬁ'”ﬂ‘ﬂ:m
tham when I thought the sctlon ficulty, It s becauss T looked up-

mambaere. Oftar I am not permit-
ted to know In mdvance what {asuss
will bs pressnted to the board for
actlon, The two mambers coms to
the metings, often with resalutions
In typed form, somatimes after long

riods of Wu“ without my

nowledge. n I nak for & day
or two io Inform myself, T am cus-
tomarily overruled and ths action
Is taken at once. For instance, I
heard indirectly ‘that tha board
mambers disagresd on the Arkan-
sas Fower and Light Company con-
tract. Dr."H. A, Morgan wants to
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I belleve' that I can wrlls you;in{hava nat been supperisd In that re.

contidenco,, p 4l QURRE, sy e, Sl il ity and b
In . your  racent “sbesch 10 | the | ! Menuos to Good Covernment .| Atial TVA'powet policy; and be-
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*.os ;¢ o “This lack of frankhess |8 aleg|them encugh so that thay could Int|clds concerning tha merlls of pard
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1738 wese. §65 - [ ° oo -\ tha sntirs history of ihe TVAY|3 0| [0 &-menace ito good governmant, | POlEY 1a “;.E%- . MORGAN n || Lh® minutes should enly be signed | Lio0, Wilh all the direstors respon.
$£35 { 093 were 355 During -the fivet few weeks' of |80d to the long.iime welfars of the| i .. MORGAN". | by he secrelary and that fs -mow | 1014 togsther fo Lhe publip for all
164 were 50 TYA, whilo our TVA office wan in| TVA; short of making my ditfisul-| . 4iNak an Obstrustloniet’? -+ ([ 4one; and that chanes for fecord- u]u”“;r T . T S bl
141 were 345 Washington, and while I was ex,(ties known in publie? o0 0| Fay 2o by | Ing my objections bs femoved, |, m‘rhulrm“' fanrbia clais
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tlon of thé "LI'YA. - wuiuymisey saw
other two directors took over most
functlons, and arranged that in
thelr speclal work sach of the thres
directors was riads responsible ff:
almost Independent organizations. i

Becauss nrrﬁun:r‘pm‘ud ;:;‘n;n:-
slonal appropriations for con-
structlon . of .additipnal di th

thitr program
ncunn cama to be nbwt Lwlu-
graat In mons

"eanatrdc

ol the
| part of the wu'rl "ﬁ wis dirsats

ed by (ho other two:directors com-
bined, - Mr. Lillenthal” steadily op-

ed additional dam 'constructlon
!»l rd mnl‘.l.:u:r, but’ not In phhn

ed up Lthe £lsld, they announced to
me that the TVA was- primarily,
eoncermed dnly with power dnd' fer-
tillzer, and- thlt nothing should be
undertaken which was not'incldens

tal to thls, Muscls olils  then
soomed © the centér.of - atmge:
Thay told md that they Cdlvided

" [the work thers among themaelves,

and that it would not be necessary,
for ma.to go to Muscle:SkHoals,

" #'Abls to Block Hm-u.l!wh“

Until the past year T hava'Had no
eomplaint about ths proportion of
the work asalgned to me, My com-
plaint has been that the country in
gonerel ballsves that the TVA la
governed by a board of which I am
chalrman, and that ita Enllnr and

rogram are detarmined by that
gol.rd For avaslon, decelt or mis-
represantation ta bs practiced ip
any part of the TVA wbuld ssem to
the l.wrl. pnﬂun to ba parily
nlpcnl]h Howaver,  the two
direators, w o always vots togethar
and are in complete conirol of the
TWVA, declds matters just an they
want, In gonaral my vote does not
¢ount; although cccaslonally, as in
the Eerry markls case or in the
case of tha draft of the Arkenass
Power and Light Company contract
presented to the board for approval,
T have been ablé to block some
moves which 'seemed lo me to b,
eapocially bad and which eould be
mada publlely embarrasslng to the
ather membaers.

An you know vary well, Aha enes
mies of the TVA and of the Presl
dent are sager fo use any discord
in the TVA to destroy It. I am.in

g

wmn the twa, dirsctors had divid- E

uph:lnn. o cltly falss reports,
which .&gun made to the Pres-
!dmt"t& C-Dh.ll'lll and to the pub-
e mnﬂrn ng. conditlons’ In” tha
A by A diractor ﬂ‘l“l‘.‘f thi
t'mu direstors noling in unlson.

S With reference to the .uumr.uum

“{min 5}:{1:: .w;'ﬂr Alled
L, i ANy ] ed o
protect ths publla lnum-ﬁ'*I ‘have

on this matier, When I hava pros
tested .on &' general polldy malbar
and have been overculed, Ihhds not
been my eustom:to object ln cose
of the detalled applications of that
ley, for that would only sncum-
r the work of the Authorily, My
attliude In that matter ls staled In
Jtha follawing memorandum to tha
board,-dated, Junp 18,,1087: ¢
""To. the 'board of directors: Dr.
H. Al Morgan; Mr, T3 E. Lillenthal | 1y
from Arthur E. lwrn.n. ‘nﬂrm.
duth June 16,71537.
HBubject LE:tpuﬁLHaﬂ for tha
biials ‘of my vale on Hoard Items
28301 ‘and ZR3-62, to be flled with
and mades part of the minutes of
‘the board mestlng of le , 1887,
‘a8 Exhibit 8-B-37-zli-- -
1AL AHe board meating of May 5,
1837, attended by Dr. H, A. Margan
and mmysslf, contrects with tha
North Enast Missisalppl Elsotrle
FPower Assbelation and with the
Pontolog Electrle Power. Assocla-
Uor werd prﬁumud tor, bburd ap-
pravaly

.‘I“I’Ai"m!‘nﬂw Mot El._p!-lnnd‘
UMr. Lillenthal was not present,

o

m¥ | but his porsonal represantntive, Mr,

Forres
anxiau
proved.

Allen, atated that he wos
that the contracts be ap-
Nearly all such  metlons
haws been presentsd to the board
when Mr, Lillenthal was pressnt,
ahd approved by a majority of the
board, regardiess of my attitude or
actions . In'this cass I voted to a I?-
prove the contracts and wish to
this memorandum of sxplanatlon,
not only of thin actlon, But of my
nctions generally whore power pol-
ln?' matters are Involved,
‘In my opinlon, tha TVA power
polley has never been fully and
r‘ub!iuhr statad and cannot ba
enrned by any formal actlon of
the TYA board. In my oplalon,
the “netual - TVA power policy ean

Company contfact, I fesl-that the
hmfm-_ B2 Ard L b

protested o the board' Fepeatadly | .

It is- d.l.lll.qult for me to gel slch
information! Independently, becauss
I um-inot sdeguately biaffed !for
such work, “but my information lg
that the TVA is practically sold out,
snd even-may be oversold. . I 'am
alsd chacking that Inlnrml-l.inn caT#-
fully s T dld nok from Mr,

Al
!'Hvlli.lrl.ﬁuh hr iy i oWt
p?rum.‘l asalalanty ™o T ;,& i1

Ottos ""Tokrr'! In On.nhurl i

“Thh 'Arkatisas Powesr and Ia'.;ht
Compnhy contract as presented to
mia far approval :nnu.lmd. & "jokar'’
which would -have allowed the coms
pany to buy prime power at wec-
ondary power rates, I protested
strofuousty and got that point ellm-
inatadi” But I am fiot In s position
to plek up all such ‘points.’ I have
Jed up & ‘conalddrable numbar, |-
special pardon ‘iuqu.’r:'g' wtlld.l
ru'u r chanmelad: H -
The TVA enginees who h-'tpt ma
lo analyzs 8 Arknnsas contract
and who dllciuud this *'joker® Ix
& wary nble man, Ha has helped ma
outaida. his regulat field in analys-
ing problems I have B: resgnted to
him., After thid and other services
he 18, T bellave, belnf puniahed b
insscurity of empleyment, though
am parfectly awars that s plaualbls
explanation would be givan for
keeping him In & state of insscurity.
1 have found Mr. Lillenthal and
his staff purposely keeping Impor-
tant information from me, T am
not allowad o have the help T nead
to properly annlyzs the power pro-
gram and the power matiers ich
qun‘l.l. to the board for mctlon. TWA
f]ﬂtﬂ‘l'l, even thoss In my own
m are instructed not to supply
o with Information’ I requent,’ ex-
upt “through the general manafger,
who -was appointed by the ar
TYA directors over my protest and
who in my opinioh la part of the
closad group. Under such elfoums
stances it In difflcult for mes to know
what In going on ln the alscirical
dl.vLuEnn. nr for that matten In mny
Bt et VA L el e
rau and Impartial {nvestigs-
tlon would disclose serious defects
in tha power program, F
“Customardly Overruled" | |

The other two membera of 'the
board moet privately and work nlﬂ‘-

UELRLY BEE LW BLLER AR B
Undat the elrcumstances It
to maks tha differ-

“fmllr qum'll“
and so to m the lasie confused.
‘D H, A, Morgan in not "in the
&'h‘d li.wu.t! llu';rnu I'I.III,'H’L l?;hl
grant e organiza ni
Iiliﬂl b e B
pol ureaucrasy, By
rldlﬂﬁh-l l‘l‘l-ll.‘ll atrings,’ by
“m: TVA monay fo
d grant nnﬂ.l;ll In tha TVA
.pl:rj. the salaries
r-of eounty
urhultuul #’lnu -lrith TVA funds,
Dr. H, A. :lnllunlﬂl‘hl
powerful flgures- of the . Bouth,
thuu.lh he nearly al chockes ta
be behind the scents, By {nvariably
vollng  on. all matters with Mr.

‘Lillenthal; he ‘gives Hr Lillehthal

a‘fréa hand in whila he has

J.r:. I o Ii'u.n: ﬂ:l: h '.b.tl;ld
ulturs 'S Ayl n
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THE WHITE HOUSE Y] “ ./U,u’“ﬁ
WASHINGTON b GO i

March 9, 1938,

CORRESPONDENCE SENT TO BEN COHEN

Letter of August 31, 1937 from
Dr. Harcourt A. Morgan enclosing
liat of serles of articles and
public statements by Chairman
Morgan which cast suspicion on
the good faith of the conduct of
the Board in administering the
power program of the Authority.
Also encloses resolution.

The President's reply of September
S, 1837 to Dr. Harcourt A. Morgan.

President's letter to Dr. Arthur E./
Morgan of September 3rd, written
Aboard the {i38 POTOMAC.

Letter to Mr., James Roosevelt of -
September 8, 1937 from Dr. Arthur E.
Morgan thanking him for his tele-
grem of September 7th, arranging

an appointment for September 16, /
1937%7.

Also letter to Mr. MoIntyre from
Dr. Arthur E. Morgan asking if the

President wished to see him, ¥

L
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Aboard the USS POTOMAC
September 3, 1957

My dear Arthur:

I have received from Dr. Harcourt A. Morgan
a copy of the resolution passed by a majority of the
Tennessee Valley Authority, stating that your article
in the Atlantic Monthly of September has impugned the
integrity of the Tennessee Valley Authority and the
honesty and motives of its Board of Directors and
resolving that the Tennessee Valley Authority disavows
such methods in the discussion of its problems as
injurious to the project and to the public interest,

Naturally, I am concerned by this and do not
think that the matter can properly rest where it is,
May I suggest, therefore, that there is a very definite
obligation on you either to withdraw what your colleagues
believe to be an impugning of their integrity or that
you present whatever specific facts you may have, if any,
to justify your statements.

After all, no great constructive work can be
carried out if those in charge of the administration of
the work feel that their integrity and motives have been
challenged by a fellow member. I know that you will
agree with me in this,

Very sincerely yours,

Dr, Arthur E, Morgan, Chairman,

Board of Director, -
Tennessee Valley Authority,

Knoxville, Tennessee,

Ll
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WHEREAS, Arthur E, Morgan, Chairman of the
Board of Directors of the Tennessee Vallay Authori ty,
in an article entitled "Public Omnership of Power",
appearing in the September issue of the Atlantic
Monthly, has impugned the integrity of the Tennsssee
Valley Authority and the honesty and motives of its
Board of Directors; and

WHEREAS, It is recognized that each member
of the Board has the duty to express his opinion upon
every question presented for action, and the privilege
of expressing his dissent when his views do not pre-
vall, nevertheless attacks, such as those in the
article referred to, on the honesty and motives of
associates who hold contrary views, are inappropriate
to the discussion of public affairs, handicap admin-
istration, and are alien to the best traditions of
public service; and

WHEREAS, A due regard for the responsibility
of administering this project precludes the Authority
from answering attacks of this character in the forum
which Dr. Yorgan has chosenj therefore, lest the
Authority's silence be interpreted as acquiescence in
the use of the aforesaid methods,

B IT RESOLVED, That the Tennessee Valley
Authority hereby disavows such methods in the discussion
of its problems as injurious to the project and to
the public interest,



BOARD OF DIRECTORS
ARTHUR E MORGAN, CHAIRMAM
HARCOURT A. MORGAN
DAVID E LILIENTHAL

Qo™

TENNESSEE VALLEY AUTHORITY

Knoxville, Tennessee

September 8, 1957

Mr. James Roosevelt
Secretary to the President
Temporary White House
Poughkeepaie, New York

Dear Mr. Roosevelt:

Thank you for your telegram of September 7
indicating that the President will see me
on September 16. I shall be in Washington to

keep the appointment.

Arthur E, Morgan

oy b fous,

Dictated by Dr. Morgan,
but signed in his absence.

Copy to The White House
ﬁaﬂhiugton, D.C.

Sincerely yours,

Secretary

S
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, AvPROVED BY i PREioENT row - @he White House
. Mashington

TELEGRAM SEPTRUEIR 7 1937

OFFICIAL BUSINESS—GOVERNMENT RATES

m mm ] m . U, 5. SOVERNWINT FRINTING OFFICE bE R
TENNESSEE VARLEY AUTHORITY

ENOXVILLE

TENNESSEE

REFERENCE YOUR LITTER MR MoINTYRE WILL ARRANGE YOU SRE THE PRESIDENT
WASHINOTON ON THE SIXTEENTH REGARDS

JAMES ROOBEVELT
Secretary to the President



TENNESSEE VALLEY AUTHORITY

_ Knoxville, Temnesses t;;“
BOARD OF DIRECTORS
sy PP
pfadcsca i MORGAN 4 M
DAVID K LILIENTHAL W
August 50, 1957 3/.,\ -t

16
&

The Honorable Marvin McIntyre
Secretary to the President
Hyde Park, New York

Dear MNr. “‘:Int,rﬂl

The President suggested that I call to see him
soon. Would he wish to make an appointment for
Thursday, Friday, or Saturday (September 2-4) of
this week, or after September 157

Sincerely yours,

Arthur E, Morgan
Chairman of the Board



TENNESSEE VALLEY AUTHORITY

 KNOXVILLE, TENNESSEE L va 1 &
3” )

]
August %0, 1987 \

The Honorable Marvin McIntyre
Secretary to the President
Hyde Park, New York

Dear Mr. Mclntyre:

The President suggecsted that I call to see him

soon. Would he wish to make an appointment for
-5

Thursday, Friday, or Saturday (September 2-4) of

this week, or after September 157

Sincerely yours,

Arthur E, Morgan
Chairman of the Board

I
copy to the White House, Washington
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TR mou  The Milite House

MARCH 10, 1928

TELEG RAM MARCE 9 1938

OFFICIAL BUSINESS—GOVERNMENT RATES

Ll 1o—aasl

HONORABLE ARTHUR B MORGAN

CHAIRMAN
TENNESSEE VALLEY AUTHCRITY

KNOXVILLE  TENNESSEE

MEETING FRIDAY IS NOT CALLED AS YOU SAY TO RECONCILE THE DIFFERENCES
BETWEEN THE BOARD MEMBERS BUT TO EMABLE ME TO GET FACTS. YOU HAVE MADE
FROM TIME TO TIME GENERAL CHARGES AGAINST THE MAJORITY MEMBERS AND THEY
IN TURN HAVE MADE COUNTER CHARGES AGAINST YOU. IhNFANT-ZO-~GBR-ALL-CGR
Siape i b . L A - PR Pl AR FRS ae ot IT IS
YOUR DUTY AS CHAIRMAN AND MEMBER OF THE AUTHCRITY TO ATTEND THIS
MEETING, FLEASE ADVISE

A

FRANELIN D ROOSEVELT

‘i,ﬂ% I:E:: No. 14A = m}e mhﬁe
- syt
TELEGRAM
OFFICIAL BUSINESS—GOVERNMENT RATES MARCH 9 1538
HONORABLE ARTHUR 3 MORGAN | :
\‘((M L.
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" @tice of the Solicitor Seneral

Sashington, B, €,
March 10, 1938

MEMORANDUM FOR THE SOLICITOR GENERAL:

RE: Power of the President to remove a Director of the Tennessee
Valley Authority.

The question discussed herein may be resolved into three issues:
(1) Does the TVA Act purport to limit or deny the Presidentspower of
removal; (2) if the Act imposes such a limitation, does it constitute
an invalid interference with the executive power of removal; (3) if
the power of removal exists, are notice-and hearing essential to
its exercise?

1. The intent of the statute. The TWA Act contains the following
pro¥isions dealing directly with the removal of members of the Board:

SEC. 4(f):"* * # Provided, that any member
of said Board may be removed from office at any
time by a concurrent resolution of the Senate and
the House of Representatives,"

"SEC. 6. In the appointment of officials and
the selection of employees for said Corporation,
and in the promotion of any such employees or
officials, no political test or gualification shall
be permitted or given consideration, but all such
appointments and promotions 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 a violation
of thig section shall be removed from office by said
board.

Section 6, quoted above, cannot be said to imply a general limi-
tation on the removal power of the President. Section é makes re-
moval by the President mandatory in case of violation of the prohi-
bitition against political appointments. The section has no bearing
on the existence of a general discretionary power of removal in the
President.

Section 4(f), quoted above, raises a more serious qusstion of
Congressional intent. It is arguable that in providing for removal
by concurrent resolution of Congress it was intended that this method
of removal should be. exclusive. The language,however, falls short of
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embodying such a purpose. In view of the recognized executive power
of removal in the absence of statutory limitation, and the constitu-
tional doubt which arises with respect to statutory limitations
vwhere the office is an executive one, it is fair to conclude that the
language of Section 4(f) does not support the view that the Presi-
dent was meant to be deprived of the removal power. The principles
just. stated are discussed more fully below.

The legislative history of the Act throws no light on the intention
of Congress. Section 4(f) was originally Section 2(e) of the Senate
bill. See 77 Cong. Rec. 3563. Itihad no counterpart in the House
bill. i;b&d;% The Conference Committee retained the provision as part
of Section 4(f), where it now appears. (Idem, p. 3565). The Committee
reports make no mention of the provision. Senate Report 23; House
Report 48, 73rd Cong., 1st Sess.; Conference Report, 77 Cong. Rec.
3554, MNor docthe debates appear to have touched upon the question.

The precursor of the TVA Act, the bill which was vetoed by President
Hoover in 1931, contained no similar provision. See 74 Cong. Rec.

5548-5553+

In view of the fact that the languesge of Section 4(f) does not
expressly deny the power of the President, and in view of the fact
that the legislative history discloses no purpose to limit the Presi-
dent's power, we may consider the scope of the President's power in the
absence of Congressional limitation. It is established as & general
principle that the appointing power carries with it as an incident
the power of removal: In Burnap v. United States, 252 U. 8. 512, 515,
Mr., Justice Brandels said:

"The power to remove is, in the absence of statutory pro-
vision to the contrary, an incident of the power to appeint.

Ex parte Hennen, 13 Pet. 230, 259, 260; Blake v. United

States, 103 U. S. 227, 231; United States v. Allred, 155 U.

S. 591, 594; Keim v. United States, 177 U. 8. 290, 293, 2943
Reagan v. United States, 182 U. S. 419, 426; Shurtleff v. United
States, 189 U. S. 311, 316. And the power of suspension is

an incident of the power of removal."

The appointing power in the case of the T.V,A, is of course vested in

the President; confirmation of the Senate is not regarded &as part of

the appointing power in considering power of removal. This is made

clear in Myers v. United States, 272 U. S. 52, dealing with first-class
postmasters. The authority for the Myers case, it should be noted,

has not been impaired by Humphrey's Executor v. United States, 295 U. S.
602, insofar as the Myers case is limited to executive officers comparable
to postmasters.
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What has been said with respect to the construction of the statute
is not, it is believed, affected by the decision in the Humphrey's case,
supra. That case involved the power to remove a mbmber of the Federal

e Commission for no stated cause, where the statute provided that
"any Commissioner may be removed by the President for inefficlency,
neglect of duty, or malfeasance in office." The Government argued
that this stetutory provision should not be construed as a limitation
on the executive power of removal, but merely as an emumeration of some
of the permissible grounds for removal and as & guide to the discretion
of the President. In support of this argument, the Government relied
largely on Shurtleff v, United Stetes, 189 U. S. 311, where identical
language in & statute dealing with generel appraisers of merchandise
was held not to limit the power of removal to the causes stated. In
the Humphrey's case, however, the Court distinguished the Shurtleff case
on the ground that there the term of office was not for a fixed period
and hence a restriction on the President's removal power would in effect
have meant that Congress created an office with indefinite tenure.
Furthermore the Court in the Humphrey*# case laid great stress on the
legislative history of the Federal Trade Commission Act as indicating
the purpose of Congress to secure the maximum independence of the
Commission from executive interference and control. In the case of
the T.V.A., the statutory provision is quite different, since it does
not in any way refer to the President's removal power. Moreover, from
the standpoint of the independence of the agency from executive control
the two statutes are sgharply different. This last point deserves some
elaboration.

The T.V.A. Act does provide & nine-year term for members of the
Board subsegquent to the original members, and in addition provides over-
lapping terms. These provisions indicate that some measure of independence
and expertness wes contemplated. Nevertheless the Board performs essen-
tislly executive functions with respect to the management and disposal
of Government property and the construction of facilities for national
defense, navigation, and flood control. These are functions traditionally
associated with such agencies as the War Department, the Bureau of
Reclamation, and soil conservation agencies in the Department of Agri-
culture. The T.V.A. is lacking in those quasi-judicial and quasi-legis-
lative functions which were emphasized by the Court in the Humphrey's
case as fortifying the conclusion that Congress intended the removal
power to be strictly limited. Furthermore the President himself is
given mumerous and important functions with respect to the administra-
tion of the T.V.A. Act. For example the President was given power within
12 months after the passage of the Act to lease the nitrate plant at
Muscle Shoals (Section 5(n)); to provide for the transfer to the T.V.A.
of . real or personal property of the United States (Section 7(b)); to
receive, together with Congress, an annual report end financial state-
ment (Section 9(a)); to determine when it is advisable to install
additional power units in Wilson dam and the nitrate plant (Section 16);



=P

to designate the construction engineer for Cove Creek Dam, now called
Norris Dam (Section 17); to investigate whether amy undue advantage
has been given to private persons in the control and management of

any dam or other property (ibid); to meke surveys of and general plans
for the Tennessee Basin which may be useful to Congress and the states
(Section 22); to recommend to Congress such legislation as he deems
proper to bring about in the Tennessee Basin the maximm amount of
flood control, the maximum development of the river for navigation, the
meximum generation of electric power congistent with flood control

and navigation, and other purposes enumerated in the Act (Section 23);
for a period of three years from the enactment of the Act, to acquire
property for the United States necessary in carrying out the Act, and to
provide for the payment therefor by directing the Board to contrect to
deliver power for a period not exceeding 30 years (Section 24).

In summary, the failure of the Aet to place any express limitation
on the President's power of removal, together with the executive nature
of the functions performed by the T.V.A. and the participation of the
President in those functions under the Act, indicates that Congress has
not deprived the President of the removal power.

2. The Constitutional Question. . If what has been said is
sound, no constitutional gquestion is presented. If, however, it should
be determined that Congress did purport to deprive the President of the
removal power in the T.V.A. Act, a seriocus question arises as to the
constitutional validity of the statute in that regard.

In Myers v. United States, 272 U. S. 52, it was held by .a divided
Court that Congress exceeded its authority in requiring that consent of
the Senate be had for the removal by the President of first-class post-
masters. The decision was based upon the ground that the principle of
separation of powers forbids such an interference by Congress with the
Presidential power of removing Presidential appointees. The holding in
that case remains authoritative, although much of the discussion of the
prerogatives of the President has been qualified by the decision in the
Humphrey's case, 295 U. S. 602. In the latter case the statute did not
require senatorial approval for removaels, but required simply that
removal by the President be for one or more of three stated causes.
Furthermore, the agency there involved was shown to be quasi-judicial and
quasi-legislative in funetion, as distinguished from an executive agency
or officer. The present question is not concluded by either decision,
but it is submitted that the Myers case furnishes much the closer prece-

dent.

In the first place, the character of restriction which we are assum-
ing has been imposed in the T.V.A. Act is closely akin to that involved
in the Myers case; namely, the trensfer of the power of removal from the
executive branch. In tha present cese, in fact, the transfer would be
more complete, since the President would be wholly deprived of the power
of removal. In the second place, the character of the agency resembles
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the executive office involved in the Myers case more closely than it
regembles the Federal Trade Commission. This point has been discussed
above in connection with the effort to ascertain the intent of Congress.
The doctrine of geparation of powers would here seem to work on the

gide of the executive. The right of the President, in view of his
general responsibility for the activities carried out by T.V.A., as well
as his special functions under the statute, to be free from interference
by Congress appears to De more substential than the right of the T.V.A.
as a creature of Congress to be independent of presidential power with
respect to removal. In this connection, I think that the national defense
aspects of T.V.A. are an important factor in bringing it within the
purview of executive power.

While, as stated, it is believed that to deprive the President of
the power of removal would be unconstitutional in the case of T.V.A.,
there necessarily exists a question of policy concerning the advisability
of forecing an issue between the President and Congress which would involve
the President's taking a position that Congress has acted unconstitutionally.
It is true thet the constitutional question arises only if the statute
is construed in a way which appears unsound; but if litigation should
ensue it would not be practicable to avoid a discussion of both questions.
Moreover, as a practical matter, there is to be considered the possibility
that members of Congress active in the passage of the T.V.A. Act may
make public representations that in fact the intention of the sponsors

wo alter the legal conclusions which have been suggested, but they
do indicate embarrassments which may .have to be faced in litigation.

,ijdrﬂmiigi deny the removal power to the President. These possibilities

, 3. Notice and Hearing: The genersl rule, as stated in Shurtleff
v. United Stetes, 189 U. S. 311, is that notice and hearing are required
where removal is for a cause stated in the stetute as a2 ground for
removal., In the absence of statutory provision designating causes for
removal, it appears that notice and hearing are not required. None
were afforded in Myers v. United States. It was suggested in Resgan
v, United States, 182 U, S. 419, that notice and hearing are required
where the office is for a fixed term; but in view of the Myers case
where the office was also for a fixed term—four years—the statement
in the Reagan case can not be regarded as authoritative.

While notice and hearing would not seem to be essential, it is
suggested that they would be of psychological value in persuading e
court that the power of removal in the President should be uphelds
Where a clear and urgent ground for removal exists, Strength is
added to the argument that the executive power of removal is necessary
to assure the functioning of the Board.

Paul Freund.
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¢ /( March 11, 1938
F’ STEMOGRAFHIC TRAMSCRIPT OF THE CONFERENCE HELD TODAY IN THE PRESITENT'S OFFICE

Present; The Prusidant
Chairman Arthmr E. lorgae
Vice—Choirman Hareourt llomgan
Directer Lilionthal

THE PRESIDERT: This is an opening statement by the
President, This confercnce ic for the purpose of giving a
hearing on grave charpes which mombers of the Board of the
Tennessea Valley Authority have directed at cach others, As
Chief Bewcoutive, I cannot igmore charges of this character comw - ° |
corning an cxocutive agency of the govornment. havo &
responsibility to deotormine whether or not tho facts bear
them out and thercupon to take such action as may scem
appropriato.

I have the right to assume thet, in accordance with
\ the Act creating the TVA, ovory member of the Board belicves

< in the feasibilityr and visdom of the Act ond T am asking you
whother that is corroct, The law requires it, Is that correct?

h. E. LORGAN: T cortainly do.

HARCOURT LIURGAN: Yos.

ill, LILIENTHAL: Yos.

THE PRESIIENT: Sccondly, I think I have a right to
assume that overy momber of the Board entored on his dutics

propared to do his part to cooporato with his fellovemembors
to make the Act work,

A. B, MORGAN: Ycs.

HARCOURT LORGAN: Yeos.

MR, IILIENTHAL: Yes.

THE PRESIDENT: fnd, finally, I think I have the right
to assump that cvery membor of the Board is proparod to recognize
thet 8 cortain smount of toam—worlk is ncecessary to make the Act
work, &m I right on that?

MR. A. E. lORGAN: Certainiy,

L. HARCOURTY LORCAM: Yoo,

iR. LILTE{THAT: Yosa.



THE PRESIIENT: But there are persons and powerful
interests in this conntry that profess to disbelieve in the
feasibility and wisdom of the Act, There are persons and
powerful interests that are quick to sieze on the simplest
act or slightest word of members of the Board to discredit
the Administration of the Act., @pln dissension and personal
recrimination smong members of the TVA have unfortunately
reached a point where the successful administration of the Act
is imperiled, No cne who professes a belief in the feasibility
and wisdom of the Act can view such a situation without the
gravest cOncCern, ;

Lot me set forth certain principles of public adminis—
tration: effective administration required action, The action of
& Board must be determined by a majority of its members, That
ig tmie in the case of 2ll povernmental agencies, whether they ke
of an executive nature, such as this 3oerd, or of a quasi-judicial
nature, such as the Interstate Commerce Comrission; the Federal
Trade Commdssion, and meny others, A minority has, in all of
these goverrmental agencies, execubtive and judiedel, the right to
record its dissent publicly, if the minority desires, after action
is taken., It has a right, by fair persuasion, to seek to obtain
the adeption of a differcnt course of actdon., But neither a
majority nor a minority has a right to make public display of
personal, internal differences to the point where effective ad-
mirdstration of the law under which they are acting is jeopardized,

I have reluctantly become convinced that the work of the
TVA Board is now being impeded and that the real issues of public
policy which may exist among its members are now being cbscured
by personal recriminations, Tt is intolerable to the people of the
United States that issues of fundamental public pelicy should be
confused with issues of personal inteprity or misconduct. It is
intolerable that either majority or minority members of an adminis-
trative board should cast doubt upon the honesty, the good faith
or the personal integrity of thelr colleagues, or should charge
any of their colleagues with improperly cbstructing’ tho cariying
out of the board's decisions unless they are prepared to support
such charges by good and sufficient evidence. If there be no such
evidence then there should be either a definite end to such personal
attacks and aspersions or else resignation from the Board,

I have called this hearing to investipgate charges of
dishonesty, bad faith and misconduct, I am not concerned at this
hearing with the pros and cons of any particular policy that the
TVA Board has or has not adobited, This is not an inguiry to determine
a naticnal power policy, a national conservation policy, & national
flood control policy, or any other straight matter of poliey, It is
an inquiry inte charges of personal and official misconduct,

As President I have special concern in the charges that
have been made and that reflect not simply upon the judgment but
upon the personal integrity and official conduct of members of the
Board and the management of govermnent property., The TVA Act
authorizes the President to investigate and gives him a method of
investigating, when he may deem proper, the management of amy
property ovmed by the govermment in the Tennessee Valley basin to
determine whether or hect Covernment has been injured or deprived
of any of ita rights, | .

Chairman Morgan has publicly charged that Dr, HeAs Morgan
and Mr, Iilienthal have been guilty of dishonesty and impropriety in
the conduct of their pespective offices, Dr, H, A. Morgan and Mz,
[dddienthal in turn have advised me that Chairman Morgan has been
guilty of actions which are not permissible in the conduct of his
office,

I shall give cach of you gentlemen an cpportunity to present
the facts if any upon which such charges are predicated and I want to
make it very clear that this hearing is for the purpose of securing
facts, end only facts,

-




There are two points which I should like to emphasize before
I call upon you gentlemen to speak, First, I am not now taking up
any chargea relating to mers disagreements or personal differences
over details of administration. At this time I am interested only
in the grave charges of dishonesty, impropriety and unpemissible
conduet that have been made, and I shell ask you gentlemen to confins
yourselves to the facts supporting these charges, A second caution
which is necessary is that I am not interested in opinions, rumors,
suspleions or speculations. Charges as serious as these unless made
recklessly and irresponsibly must have been made with the supporting
facts clearly in mind., It i8 those facts and only those facts which
I want, And at this time I want your oral statements of the facts.
If there are supporting documents, you may alsc submit them and they
will be made & part of the record. But again I must insist that inm
submitting any doouments you confine yourselves in the documenta to
basic facts on which the charges were predicated,

I had hoped that the bitter personal feeling among the
members of the TVA would prove to be only the temporary reasult of
honest differences of opinion or poliocy and that with the passege of
time the members of the Board even when they could not agree would
coma to respect each others opinions and cooperate as is their duty
in administration of the Act, I dld not act when complaints were
made to me as early as January 1937. One of these conplaints was
made by & responsible government of ficisl not connected with the TVA.
The complaints were thet the Chairmen of the Board had made a speach
in Chicago and had published an artiele in the New York Times which
could be taken as personal atteck upon his fellow Board members.

At that time in Jenuary 1937 I repeated my counsel to all of the
members of the Board individually to make every effort to compose
their differences and not to permit the enemies of the TVA to make
capital out of them. But I cenaure none of you.

Things went along until the end of August 1937, The end of
August or beginning of September s complaint wes made to me by
H. A, Morgan and David Lillenthal that an erticle by Chalrman Morgan
and published in the September issue of the Atlantic Monthly directly
end by implication was en atteck on the honesty and integrity of the
Board of the Tennessee Valley Authority.

I have not got the Chicago speech.

Exhibit 1. The New York Times, Sunday, Jenuary 17, 1937
by Chairman Morgen.

Exhibit 8. Atlantic Monthly, September, 193%. Public Owner-
ship of er, oy Chairman Morgan.

I received a letter from Dr{ A, Morgan calling my attention to the

Following the publication of the Atlantic Monthly article,
article and sending me a &ozg of & resolution, adopted by the majority

" of the Board, which I am putting into the record as Exhibit 3,
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TENNESSEE VALLEY AUTHORITY
Knoxville, Tennasses

WHEHEAS, Arthur E. Morgan, Chairman of the
Board of Directors of the Tennessee Valley Authority, in
an article entitled "Public Ownership of Fower", appesring
in the September issue of the Atlantic Ilontg*, has impugned
the integrity of the Tennesseas Valley grity and the
honesty and motives of ite Board of Directors; and

WHEREAS, It is recognized that each member of the
Board has the duty to express his opinion upon every question
presented for actiom, and the frivilege of expressing his
dissent when his views do not prevail, nevertheless attacks,
such as those in the erticle referrad to, on the honssty and
motives of msscciates who hold contrary views, are inappropriaste
to the discussion of public affairs, hendicap administratiom,
and ars mlien to the best traditions of public service; and

WHEREAS, A due regard for the responsibility of
administering this project precludes the Authority from
gnswering attasks of this charsoter in the forum which Dr.
Morgen hes chosen; thercfore, lest the Autherity's silence
bte interpreted ss acquicscence in the use of the aforesaid

methods,

BE IT RESOLVED, That the Tennessee Valley Authority
hereby disavows such methods in the discussion of its problems
as injurious to the project and to the public interast.

On September 3, I wrote to Chairman Morgan, informing him of the
somplaint which had been made by virtue of the resolution of the majority
of the Board, and in my letter suggested to him, "That there iz a very
definite obligation on you either to withdraw what your colleagues believe
to be an impugning of their integrity or that you present whatever specifie
fasts you have, if sny, to justify your statements."

Exhibit 4:

Abvoard the USE POTOMAC
September &, 1937

My dear Arthur:

I have regeived from Dr. Harcourt A. Morgesn a copy
of the resolution passed by s mejority of the Tenneszsea
Valley Authority, stating that your article in the Atlantic
Monthly of September has impugned the integrity of the
Tennesses Valley Authority and the honesty and motives of
its Board of Directors end resoclving thet the Tennessse Valley
Authority disavews such methods in the discussim of its
problems as injurious to the project and to the publie interest.

Neturally, I em concerned by this and do mot think
that the matter can properly rest where it is. May I suggest,
therafore, thet there is a wery dofinite obligation on you
gither to withdraw what your colleagues belleve to be an Impugn-
ing of their integrity or that you present whatever apecifie
facts you may have, if any, to justify your statememts.

After all, no grest constructive work can be carried out
if those in cherge of the administration of the werk feel that
their integrity and motives have been challenged by a fellow member.
1 know that you will amgree with me in this.

Very sinceraly yours,

* FRANKLIN D. ROQCSEVELT

Dr. Arthur ®B. Morgan, Chalman,
Board of Directors,

Tennessee Valley Authority,
Enoxville, Tennesses.
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Tennesgee Valley Authority
KEnoxville, Tennesses
August 31, 1937

The President
Hyde Park
New York

My dear Mr. President: ;

You may not be familiar with the serles of articles and publie
statements, a list of which I nppend, through which the Chairman of the
Board of the Authority hes cast suspleion on the good faith of the
sonduct of the Board in administering the power progream of the Authority.

¥r., Lilienthal pnd I have believed that in the interest of
harmony and good administration, a public reply to those charges would
be unwisa, and injurious to the sdministration of this project. An
article in the September Atlantic Monthly, however, so seriously impugns
the integrity of unnamed "public men” and the Board of the Authority,
that 1t seemsd essentlel to toke officiel notice in the records of the
Board.

The attmchad resolution Les thurefore beon edopted et today's
Boerd meeting. No public stutement hee besn made by the Boord, but in
order that you may be advised we ere sending you a ¢opy of the resolutlon.

mhis article might not have given the Board gquite so much con-
germ if it had not been publishcd so shortly before the trisl of the
17-utility suit sgainst TVA befors Judge Gore end two other judges yet
%o be chosen. Dr lorgan's cherges have not esceped the notice of our
opponents in this litigetion in which the very existence of TVA &nd
other projects 1s at stake. This is illustrated by the comments of
Mr, Vandell L. Villkie upon Dr. RMorgan's erticle, appoering in the same
{ssue of the Atlentic. Mr. Villkls says:

“Ir. Morgen, s public officiel, guestions the honoaty of
other public offieials, If he is correct that stets regula-
tion has failed through corrupt publie of fieinls, then he
doubly warns us egeinet the aedoptlon of public ownership,
where the opportunities for corruption by public officials
would be greatly rmltiplied.

"Dr. Morgan is the only government officiel of stand-
4ng who has had the courvge to state that 'in the operation
of public "yardstick® systems there should be no hidden
subsidies.! He of course would not sey this if ho wers
not conscious that such exist. Unfortunately, he has not
carried the decision in the councils of those who control
governmant power policy or thae TVA.®

Qur attorneys are concernsd thet these attacks on the motives of the
Boerd rny prove dmmaging in this critiesl litigation which comss to trial

in & few weoks,
Rugpectfully submitted,

HARCOURT A, MORGAN

Aboord the USS POTOMAC
September 3, 1937

Dear Dr. Morgen;

I hove received your letter of August thirty-first and huve
written to Dr. Arthur Morgon end enclose o copy of my letter to hnim,

T am asking Mr. MeIntyre to errunge for me to see Dr. Arthur
Morgen in Vimshington when I return obout the fifteenth or sixteonth of

this month.
Very sincerzly yours,

FRANKLIN D. ROCSEVELT
Dr. Hercourt 4. Morgenm,
foard of Directors,
Tonnessud Vnlley Authority,
Knoxville, Tonnessed.
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TENNESSEE VALLEY AUTHORITY
Enoxville, Tennagees
September 7, 1937

Dear Mr. Presidant;

This scknowledges your letter of September 3 with
enclosure of copy of your letter to Dr, Arthur E. Morgen,
Ohei rman.,

I note your recognition of the serious consequences
of such a situation upon the Board's administrative responsibil-
ity.

Sincerely yours,

Harcourt A. Morgan

The President
The White House
Washington, D. C.

-

About two weeks later Chairman Morgen ceme to ses me,
and if T correctly understocd him, he advised me crally that it
had not been his intention to impugn the motives or the good faith
of his fellow-directors. Although I thought that the Atlantic
Monthly article might faily be taken as an atteck on the personal
integrity of Chairman Morgan's fellow boerd members I accepted what
I understood to be his statement that no such sttack on their
integrity was intended. 8o much for the year 1937.

Recently, however, (the President here hended a document
to Chairman Morgan and asked him to look it over).

Coming mow, to 1938, very recently Chairman Morgan has
igsued statements which seem, from & normal interpretation of
¥nglish worde, %to assail the honer, the integrity, and the matives
of his fellew-Directors,

Hlow, Chairman Morgen, you are -- I do not have to tell
¥you =-- an old friend of mine. I do not want you to misunderstand.
You ere & man of deep conviction, intense feeling, and fine purposes.
I know that in Executive positicns sll right thinking people have
toc be constantly on the alert under pressures and strains in order
not to suspect the motives of thoge who resolve on a course of
action with which one profoundly disagrees. Even insofar ss you
have made charges of dishonesty snd bad faith against your fellow-
Directors, I do not went to silence you; on the contrary, I want
now to investigate those charges, Differences of cpinion may be
comprsed but charges reflecting on the perasenal integrity of your
fellow-Directors cennot be ccompounded. GSych chearges cannot be
elliowed to rest in inmuendo, They must be made specifically,

In other words, the time hes come when, on your charges, it 1s
necessary thet I ask you to produce what is called a bill of

Padddders ﬁ: el

.
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THE PRESIDENT: In these questions 1 ghall firast give
to Chairman Morgan on opportunity to state facts supporting the
charges he bas made. As I finish with eoch charge I shall give
the other directors an opportunity to reply. When Chairmsn Morgan
hug finighed all of his chorges I shall then follow the same pro-
cedure with Dr. Hareourt Morgun and Mr. Lilienthal with respect to
the charges that they have made, giving Chairman Morgan an op-
portunity in the same way to answer each of them.

Coming now to the specific charges that have been made by
Chairman Morgan. Specifically in the last two weeks Chairman Morgan
has made charges of dishonesty and impropriety in unmistakable terms.
I refer in particular to threse releases that Chairman Morgan has
recently given to tha Press. Two of them were released on March 3,
1938, The first was entitled "A statement by Arthur E. Morgen,
Chairman of the TVA in reply to public statements by Dr. Harcourt
Morgan end Mr. David E. Lilienthsl and by Senator George L. lerry,
concerning the chairmen's testimony in the Berry Marble case'.

The second releape was & summary of that stotement, dif-
ferent somewhat in form but not in substunce. Although the heading
on each of these stetements related to the Berry marble claim, the
statements themselves cover a much broader runge.

The third statement released on March 7, 1938 made to be the
toxt of & letter addressed to Representative Maverick on February 14,
1938, giving Chairman Morgan's general views on the situation in the
TVA Board.

These documents are lengthy. I don't know if I have them
1. The first two appear in the New York Times of March 5, 1938 and

é A4 A+&zD 6 S kne letter to Representative Maverick in the New York Times of

ch 7, 1938,

First I will teke up the so-called Berry merble cloims. I
asked Chairman Morgan since s large part of these recent statements
hove been devoted to the handling of the so-called Berry-Marble claims,
I shull ask you first of all to give me the facts on the basis on
wnich you make your statements.

In the letter to Congressman Maverick, which you made public,
you seid: "The Berry marble claims, in my opinion, are an effort at &
deliberate bare-faced steal. The other two directors had the same
facts that I did. TFor a year ond a half T tried to work it out in
confidence in the Board, =nd without publicity, and only spoke out at
the last minute. The public and the Congress did not know the extent
to which that was improperly."

The gist of your complaint alsc appears te be contained in .
your Herry Claims statement thst: "the real difficulty has been in the
ef'fort to securs honeset openess, decency and fairmess in government.

The Berry marble casc, as I have sald, is an instancc of this difficulty."

You say that the difficulty is in securing "honesty', and you
charge your collesaguee thereby with dishonesty and malfeasance. I must,
therefors, ask you whet evidence of dishonesty or mulfoasance on the
part of your colleagues have you in regurd to the so-culled Berry marble
cage.,

ARTHUR E. MORGAM: During a long pericd, I have repeatedly
tut unguccessfully sndeavored to secure the PAESIDENT'S adequate con-
gideration of grave conditions within the TVA. The moat recent oc-
cagion wes lagt frll at the moeting mentloned by the President con-
gerning the Atlantic Monthly article when I personally presented to
the President o draft of the letter and which I isked him to fond 66
the TVA Board. This letter requested the Board to make avollable to me
the date and nssistance necesgary for me to make a report to the
President concerning the conditions I had criticised. The President
did not grant that request and made no alternutive suggestions. I am
of the opinion thot this meeting is not, and in the nature ol the cese
cannot be, an effeetive or useful fact {inding occasion.

Ll



THE PRESIDENT: Walt a minute. I don't want opinions. I
have asked you a guesticn about the Berry marble case, and I want you
to confine your answers not to oplnions but to facts.

MR. ARTHUR E. MORGAN: I wish to complete my statement,
which will take about a minute longer.

THE PRESIDENT: I don't want you in any statements to talk
about opinions, I want you to confine yourself to facts.

MR. ARTHUR E. MORGAN: I am giving my reasons for not
answering you directly and I think I must do it.

THE PRESIDENT: Are you planning to answer the direct question?

MR. ARTHUR E, MORGAN: My statement will indicate whether
I am or not., I am of the opinion that this meeting is noi, and in
the nature of the case cannot be, an effective or useful fact find-
ing occasion, To properly substantiate the charges is not the work
of a morning, Since the Congress has now taken up the matter —

THE PRESIDENT: Have you any reason to believe this will
be confined to a morning?

MR. ARTHUR E. MORGAN: Since the Congress has now teken —

THE PRESIDENT: Hawve you any reason to believe thet this
hearing will be confined to a morning?

MR, ARTHUR E, MORGAN: I should like fo complete my state-
ment, if I may, without interruption. Since the Congress has now
taken ap tae matter, I believe thet any report by me should, in the
terms of the TVA Act, be filed with the President and with the
Congress. It is my studled judgment, that the President, the Congress
and the people of this country are entitled to accurate information
and appraisal of the program, policies, administration and activities
of the Authority. Such information and sppraisal can best be
obtained and made available to the peopls, to Congress and to the
Fresident by a Congresaional Committes which will make an impartial,
comprehensive and complete investigation of the Authority's affairs,

THE PRESIDENT: Chairman Morgan, I, of course, have
alresdy stated that this hesring is not a hearing on the policies
that are beinz carried out or were intended to be carried out under
the TVA fct. Certain charges have been made by you against the
majority of the Board and by the mejority of the Board sgainst you.
Those charges on your part relate to malfeassance In office — . -
Gy T i e . =y : . ". » Charges made
by the majority of the Hoard do mot charge you with malfeasance in
office but thoy charge you with failure to cooperate in the carry-
ing out of decisions by the majority of the Board. To repeat, the
object of this hearing is to ask you to substantiate your charges and
to ask the majority of the Board to substantiate their charges.
There are certain specific allegations made by you; thers are
sonecific allegations made by the majority. Those allegations are
now the subject of this hearing. I want the facts from all three
of you on which those allegations were made. In this particular
question which I have asked you and to which you have noi yet respond-
ed, the subject is the so-called Berry marble claims., I repest that
you heve said, "The real difficulty has been in the effert to secure
honesty, osenness, decency and fairness in gcvernment. The Berry
marble case, as I have seid, is an instance of this difficulty."”

I must, therefors, ask you what facts of dishonesty in the Berry
marble case on the pert of your colleazues have you to substantiate
the charges of dishonesty.
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A+ E. LORGAN: The statemont I have Jjust made I think
is adequatc to vxpross my position at this mooting,

THE PRESIIENT: Was tho quotation vhich I have just road
intended %o be o chargo of dishonosty or was it moroly a disagroo-
ment with the way tho olaim was handled by tho majority of tho Board?

A. B, MORGIN: Y have the samo answer to that as to the
last question,

THE PRESIIENT: In othor words, you decline te answer
that quostion. It is a purfeetly straight oucstion,

Ao B, HORGN: I have given a porfoctly straight answor,

THE PRESIIENT: Do you intond, by this answor, to ropoat
charges which hgve beon intorproted as charges of dishonosty?

A. E. LIORGAN: I think the answor speaks for itself,

THE PRESIIENT: I note that the first effort to obtain
facts in repgard to a charge of dishonesty has not been replicd to
by Chairman Morgan. I now ask Dr. Harcourt Morgan and and Mr,
Lilienthal, have you any facts in answer to tho charges of dis—
honosty on ydur pert rolating to the so—-called Berry casc?

. . HARCOURT MCRGAl: The bobbom of this entlre situvation is
the difforenco in attitude botweon tho majority of tho Board and
the Chairman regasding concilistion mgrcomcents.

A. E, LORGAN: Is this in answer — (interruptod)

THE PRESIIENT: To my quostion ruleting to the Berry claims,
4. B MORGAN: T understood e were going to be confincd
to the faects, Is this an argument?

THE PRESIDENT: You are going to got to thet part now?

HERCOURT LiORGAN: Yos, sir, Prior to the ove of the condom—
nation trial thurd was no nombor of the Board who had any cvidence of
bad faith,

THE PRESIIENT: Wait a minute, Dr. Morgan. Evidonce of bad
faith on the part of the clainants?

HLRCOURT AORGiN: On the part of tho claimants, res. There
was nothing cxcept rumor and suspicicn., The Chairman proposcd, in
cffect, that wo.proceed on a prosumption of bad faith., The histery
of these conciliation agrecments is that a claim, a mineral claim, such
as Berryts slimys involve nogotintion before 2 condemetion is rosortod
tos TVL hasz o romulor roubtine in appraising tho value of farm land
to be acquired., Appraisers arc sont out, their estimatos arc roevicved
and thon if the price thus determined is not acceplted, condemmation
procecdings are instituted, But, whon we have claims for minerals or |
any obhor spocial situctions, this simple form land procedurc is nol
feagible znd nogotintions for schilement arc common. This is natural
in view of the mumtrous, comiliested technieal factors which go to make
the value of minorsl claing, Lajor Horry ond his associntes made claims
for allogodly valusble marble vhich ran 4nbte millisns and they eladimed
to heve axports who vould so tostify. Tho Borrdts Staff and consulting
goologists wore of the opindion that the merble had no substontial
cormercisl value, ond the Boord wns convinced of this,

With cpposing oxporis heving a part, and the ususl un—
corbainty of any Jawsuid, the risk of a lorgoe awerd against tho
Authority soomed substontiol, In addition, the conduct of condomma-—
tion procoodings was bound to be ncatly, as this case hos in fact
provod,
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HARCOURT A MORGAN: Because of the foregoing considerations,
the majority of the Board belleved that the interests of the Authority
would be promoted if the views of the expert = of experte - in the
employ were to be confirmed by an impartiel outside expert egreed upon
by both sides. From sdvice of our own consultantz we were confident
that outside conoiliatiore would adopt our vlews. Such & result might
well have had the effect of showing Major Berry aud his associstes that
they would lose the case and should therufore drop thelr olaims. The
mamorandum of agreement thet was entered into, by its express terms
provided that neither party should be bound to accept conmolusions of
the outslde impartial expert. In other words, the matter wes not sub-
mitted to arbitration, and this wus specifionlly recogniced. Moreover,
the agreement for conciliation could be terminested by either party by a
mere written notice. Officiel board action adopting the arrengement
for the donciliator expressly provided that it In no wise affected the
validity of mny of the ¢lalms nor did it restrict the Authority's
aotion respecting them. It also expressly provided that the mediation
propesal was to be wholly without prejudice or effeot on any other
problems presented by these claims. I wish now toe emphasize that the
investigation of eloimants' pood foith, preceded uninterruptedly. The
memorandum of agreement was exeouted on July 13, 1%3v. The majority
of the Board specifically reaffirmed the procedure there provided at a
maeting of the Board February 25, 1857. During all this time, no real
cvidence of bad falth on the part of claimunts was uncovered by the
attorneys nor was any produced by Chalrman Merpgen. However, directions
were issued that the search for such evidence should proceed. How, I

should like to submit a lettor which was sent by owr Gemersl Sclicitor
to the Assistant Genersl Solicitor in charge of this suit -- these

olaims. That iz, General Fly, Gemeral Solicitor,; to Mr. Frank H.
Towsley. Would you cary to hear the letter?

THE FRESIDENT: I'd like to hear it, and wr will mark it
Exhibit 7.

HARCOURT A. MOWGAN: This letter is under date of Septamber 23,

195u.
Exhibit 7.

TENRESSER VALLEY AUTHORITY
Office Memorandum

Tes Mr. Frank H. Towsley, Assistant Gemeral Solicitor.
From: Jemes Lawrence Fly, General Solicitor.
Date; September 23, 193o

Subject: Harris and Ford Clalm.

1 got the impression {'rom my conversation with you a few days
age ond from your memovandum thet there is nothing fo do in
this matter until the beglnning of a condemmation proceeding.
The Chairman is porticularly interested in the question as to
the legal efficney of the lesse und as to the sguitsble charscter
of the ¢laim. For example, it is interesting to know whan each
tract of property wes leased, when and to what extent payments
were made, when and to what extent texes were paid, when and
te what extent renewals or additional leases were entered into,
or payments made on past due mccounts on the old leases: all
of this, of course, in connsction with the pertinent detes ns
to our legislative history.

Will you kindly make sure that we promptly get all of this
information which it is possible to get and which is not amlreedy

on hand.

(5igned ) James Lawrence Fly
Jomes Lawrence Fly




THE PRESIDENT: What happened t6 that?

HARCOURT A. MORGAN: I'd like now for us to consider the
situation leading up to and including the Chairman's appearance )
and statement before the Commission — the condemnation proceedings,
When it became impossible to go through with the appointment of
the conciliator —

THE FRESIIENT: Who had been suggested as concilistor?

HARCOURT A MOROMN: Chairman Finch, of the Bureau of
Mines — Director Finch, When it became impossible —

THE PRESIDENT: Let me ask this: Did the Board, in any way,
cbligate itself to accept findings or recommendations by any concil-
iator?.

HARCOURT A MORGAN: It did not.

THE PRESTIIENT: Let me ask this: At that time, had there
been any disclosures of improper claims?

HARCOURT A MORGAN: No facts. There were rumors,
THE PRESIDENT: There were rumors?
HARCOURT A JORGAN: Yes,

THE PRESIDENT: When were those rumors in any way sub—
stantiated?

HARCOURT A MORGAN: Not until the trial began.
=1 « -DAVID E,-RILIENTHAL: A few weeks before the trial,

THE FRESIDENT: (fo ahead,

LIOIETE!T,: We have a memor sndum divected to the Chairman
from® the assistant General Counsel in charge of this condemnation
case, following lfir, Towsley!s resignation from the T.V.A., in which he
states that fact implicitly, and I presume Dr, Morgan will read that
into the record,

HARCOURT A MORGAN: When it became~ impossible to go through
with the appointment of th#. conciliator, condomnation proceedings
were instituted. As the time for the trial neared, our counsel
succecded in unearthing certsin evidence suggesting bad faith, 'This
line of investigation was completed just before the trial beean,

Once in possession of these facts, counsel for the Authority vigor—
ously proceeded to put this evidence into the record of the proccedings
and urge the commlssion to throw out the cladms, This discovery —
development and presentation of this cvidence was all accomplished
without any assistance from Chairman Morgan, OCounsel for the
Authority also presented exhaustive cvidence on the lack of value in the
claims, this being the expert testimeony developed by the Awthority long
before the trial. On the afternoon of the last day of .the trial,
Chairman Morgan appeared in the court room and volunmteered himself

as a witness after all this cvidence had already been introduced by
T,V.A, Counsel, In doing so, he refused to consult with the T,V.A,
Counsel, and he insisted upon taking she stand to strike the Counscl!s
objection that a complete case had been made up so far as thore was
any evidence on the issue of bad faith, Chalrman Morgan prescntod

no now facts,
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DR. HARCOURT MORGAM: (cont'd) He merely recited his wversion
of the history of the agreement for a conciliator or his cb-
jectien to it of rumors and suspiclons and of the differences
of opinion between and the other Directors. As & matter of
fact Chalrmen Morgan's eppearance was teo cast reflectlons upon
the other Directors. His testimony and appearance were o con-
strued by opposing counsesl., Thess statements cen be supported
by reference to contemporary newspapers accounts eand to the
transeript of the case which is awvailstble.

The further effect of the Chairmen's testimony end
appearsnce was to reflect on the TVA counsel. Now coming te
the decision of the Commission; The Commission disallowed
the Berry claims in toto without any reference to or relimnce
on Chairmen Morgen's testimony, The decision was besed on the
TTA's expert teatimony that the marble had no commerciasl value,

FRESIDENT ROCSEVELT: What wes that Commission?

DR, H. MORGAN: EBeg Psarden?

PRESIDENT ROOSEVELIT: What was that Commission?

VR, TITITNTHAL: Under our stetutes condemnation proceedings
were under A special comrission appointed
by the Fed. Ddstrict Court.

PRES, ROOSEVELT: And this decision was the decision of that
Qommission?

DR. H, A. VORGAM: T will repeat that lest: The Cemmisslion's

decision was besed on TVA's expert testimony that the marble hed

no comercial velus, testimony developed leng before the trial,

We can glve the Cemmissionts report.

Exhibit 83
MITTED STATES OF AMERTICA
upon the relation and for
the use of ths
TENNESSEE TALLEY AUTHORITY
=TE-
CuA.HARHIE, ET AL
TO THE HOMORARLE GEORGE C. TAYLOR, DISTRICT JUDGE:

REPORT

The undersigned Cermissicners, wha have heretcfore
been eppointed by Your Hener to hear proof ani take such nther
steps as may be necessary to fix and destermine the value of the
property end rights sought to be condemned in the following
cages, which have been econsolidated and tried tomether by
agrecrent, to wit:

#zzay - @, &, Herris, et al

Mo. 9327 AND CONSOLIDATED CASES

i3127 - George E. Miller, et &l
#3152 - E. G. Stooksbury, et el
#3102 - A. R. Sherp, et al
#3124 ~ W. G. Sharp, et al

regpoctfully beg leave to report as follows:
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The properties sought to be condemned consist of the in-
terests of the owners in the minerals in all of the cases, except
that of Cause #3327 brought agsinst C. A. Harris, et sl, which
case involves the compensation to be paid the defendants as lessees
under certoin leases acouired by them from the owners of the

property.

A groat volume of proof has been taken, the rceord con-
sisting of some nineteen hundred nages, bricfs have been filed and
the cases argued at length., Your Commlssicners have inspected the
varioug properties and have also inspected other propertics on
which it is& claimad msrbles similur to those involved in these
ceses are located.

We are of the opinion, and so find, that the properties
cannot be profitably operated commercislly and that the various
defendants are entitled to no award. Two guarries have been opened,
known in the record mg the Newton Hill Quarry, which is under lease
in Cause #3327, referred to in the record as the Berry end Collins
leases, and & gquarry known as the Clear Creck Quarry. The great
prepornderance of the evidence leads us to the conclusion that for
the various reagons set out in the record these guarries are not
suscantible of profitsble commerciel operation. In fact, one of
the most compotent and best quelified witnesses for the respondents
has testified that to pay the lessees a cash price for their
lenses and to assume the obligations end burdens provided in the
terms of said leases, would necessarily, throughout a peried of
years, result in & financiel loss to any person purchasing these
leases. The proof offersd by the Authority to the effect that the
properties cannot be operated at & profit is very poeitive, clear
and direct, while on the other hand the evidence introduced by the
respondents tending to show thet the properties can be profitably
operated, is in the main highly speculative. The respondents in
this case have ottempted to establish velue by detcrmining:

(1) The amount and extent in cubic feet in the deposit, (2)
The cost over o pericd of From fifty to two hundred years of cxtract-
ing the deposit from the earth, (3) The cost of transgortetion
from the ouwarry to Knoxville, (4) The sale price over a long period
of years, F. 0. B. Knoxville, (5) The annusl amount of cubic feet
which would be ebsorbed by the market, In arriving at the value of
the leases in the manner stated, the value raonges from One and &
half million dollars (31,5000,000.00) to Eighty seven million
dollars ($87,000,000). Counsel for the respondents in argument
makes & claim for not less then Five million dollars. We are of
the opinion that this method of computing the falr casi morket
value as of the date of the tekin. of the property is highly
speculative and is not in accord with decisions of the highest
Courte of the land, snd that an altempt to place s valustion upon
the property upon such besis is wholly futile, We have been re-
ferred by Counsel for the Authority, to quite a number of quarry
cases, all holding that such a method of valuantion is not in
accordence with the true rule, We refer to only two of the cases
cited, The Court of Appeals of Wew York, the hi hest Court of that
State, has recontly dealt at lengtnh with prospective earnings from
a gtone deposit. We cuote briefly from the opinions:
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"This procodure in itself proved nothing., As long ago
was said of similar testimony, "All the witnesses has
done is to cstablish, by calewlation, that such a stock,
from such a tiue, will produce so much, He does not
himself prove any fect, and the caleulations he has

made must therefore depend upon the facts which are
mv{ﬂ by othera"sssasssnalho h}'}mﬂlﬂtmﬂl qm&s‘bitm,
although in the end called for testimony in the guise
of opinions as to market value, would have been answered
only cn the fixed assumption that the property of the
claimante was to have been operated for a peneration at
an annual orofit of haelf a million dellers, JAccordingly,
we are led to seek in the record some basis for that
assumption,

There was no concrete proof that the market at the
Metropolitan New York and liew Jersey district would
absorb an accession of 750,000 cubic yards of crushed
trap rock amweally, Indeed, the Court of Claims re-
fused to take an cpiniem from the experts for the
tolaimantst on that sugrestion because "too many
elements enter into the answer', There was, of course,
no proof of a production and transportation cost :
invariable at 51,10 per cubic jyard for decades to come,
nor was a markel stabilised at %1.50 over an egual period
in the future, These lgpothesizged profit factors had no
reality, and any conclusion therchy contrived was
inadmissible, MNew York Contral R, Cos v. Maloney, 234
M. Y. 208, 137 #. B, 305; in ro dew York, L. & W. R. Co.,
35 Mun. 639."

Sparkhill Realty Corp. vs.
State 167 ¥, E. 192

Ui a previous trial of this case witnesses werce
allowod 4o cobimate tha damases svstained by the plain—
+iffs by calculating the mumber of tons of limestona
undey the surface of the right of woy, and multiplying
thet hy the ostimated price per ton, reaching a value
of several thoussnds of dollars por acro, This was

one of the ressens for ike roversal of tho judgment by
this court, and cending it back for ancther trial, We
hold that such a methed for fixing the walug of land
was spoculative, end could not be applicd ‘o land taken
by virtue of the right of eminent dumain, It dnvelves
ar wncortain estimate of the guantily and quality of tha.
stone, includes necossarily the use of labor and capital,
roquires s':ill and intolligent susorvision on the part
of the operater, and vigilance and sueccesz in the fi-
naneisl mancsoment, Mo human mand can forescae thoe
presenco of these clements of tusiness succers 3T the
gtone be removel at the ordinary roto of guavryng, or
forveapt the profit or loss of netusl oporations, The
truc rulo ig that which gquits the realm of speculation,
and comes devn to what is within the movledgoe of brsi-
ness mon living in the noighborhoodssseses

Ruading & F. Re Co. V3.
Balthaoar, 17 stlantdc 513

Tho rocord discloscs that respondents, who have
oporatod tho tve quarrdes, have sold a cortain amount of ong or
two tyoee of the marbles found in these donesits, It is not
shown that the oporatien of these quarries hes reosulted in &
profit, nor that the sales of particular kinds of the merbles have
rosulted in a profit, tut on the contrary it would appear from
an cxamination of the quarrdes themselves that such sales
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as have been made were without profit, taking into consideration
the various colors and kinds of marbles that had to be removed
at a loss before the particular marbles which were sold could

be quarried and removed from the ground. The guestion to be
determined is pot what the properties might Tealize over a long
period of years, but it is what a willing seller, who did not
have to sell, eand a willing buyer, who was not compelled to

buy, would pay in cash for the properties end leases mss of the
date of taking. We are unable to conclude from the record end
the physical faocts that the properties are of valua,.

The other respondents who have not opened quarries
on thelr properties, have contented themselves with proving
gimply the guantity and charaoter of the deposit under the
ground, and while the record discloses that the character of
the marble is similar to thet exposed at the two guarriss,
there is no proof that quarries could be opened on these
properties end quarried commercially at a profit,

By reason of the foregoing, we beg leave respectfully
to report that each and all of the respondents have failed to
prove that they are entitled to an =mward in each of the cases
which were consclidated and tried together.

Respectfully submitted,

S. W. DUGGAN

RUSH STRONG

1EN G. BROUGHION, JH.
COMMISSIONERS.

BE. H, A, MCRGAN: I should 1ike to submit prior to this the
memorandum,
FRES. ROOSEVELT: Submit what?

DE. H, A. MORGAN: The memorandum of the conciliation and the
resolutions confirming that,
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THE PRESIDENT: This exhibit No. 9 is a memorandum of
zction by the TVA Board on July 13, 1936, appointing a conciliator:

Exhibit 9

MEMORANDUM

In an effort to arrive at on agreement as to the amount
to be peid by the Authority to Mejor Berry and his assoclates, in
necordance with their interests, on account of the prospective
taking by flooding of certain marble deposits in Union County,
Tennessee, through the operation of Norris Dam reservoir, the
undersigned will proceed ns follows:

1. is hersby appointed os
conciliaotor.

2, He ghall act as a medium between the partles and use his
best efforts to assist the parties in arriving at en agreement.

3., Eoch party shall furnish to snid conciliator such focts,
statements, information, documents or materials as such porty
shell deem cppropricte. The concilistor shall make such indepondent
investigotion os he shell deem propur. .

4. The suid conciliator shall act in a confidential capecity
as to ecch of the parties. He sholl make no award, finding, or
formal report or recommendation, btut he shall be free to discuss
and edvise with the parties separately. He shnll not be qualified
to net as a witness or directly or indirectly to f rmish evidence
in the course of my court or official proceeding relating to the
subject-matter of this memorandum.

5, The said conciliator shall be paid a fee of
per doy, and his neccssary expenses of travel, for the time
actunlly spent on this undertaking, The said fee and expenses
shall be paid in equal shares by the parties herecto.

6. This arrangement shall continmue in effect until one of
the partles, by written notice to the other and to the coneil-
intor, terminates the same.

TENNESSEE VALLEY AUTHORLTY

By H. A. Morgon (signed)
Hs As Morgan

July 13, 1936 MAJOR GRORGE BERRY & ASSOCIATES

By _ Leslie W. Morris (signed)
Attornoy
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THE PRESIIENT: The next exhibit No,10 is an entry in
the minutes of the T,V.,A, February 25, 1937, re-emphasizing that
conciliation is in no wise to be constructed: as a validation of
any claims that any other party is bound by the coneiliation,

EXHTBIT No. 10.

271-10, David E, Iilienthal moved the adoption of the
following resclution:

WHEREAS, The Board has thoroughly reconsidered the matter
of marble claims in the Norris Reservolr arca and has
conferred with the claimants, Major George L. Derry

and associates, and

WHEREAS, Following such reconsideration, the Board con—
¢luded that it was appropriate, prior to proceeding
with ' . condemnation, to make further inquiry with
regard to the wide differance of opinlon between the
claimants! experts and those of the Authority as to
the value of the claimants! properties, and

WHEREAS, it was further concluded that the metnod of
inquiry - outlined in a meanorandum agrecment dated July’
13, 1936, and providing in part for tho services of Ir,
John Finch, Chief of the Bureau of lines, Department

of the Interdor, as conciliator under the conditions
and for tho purposes stated in the memorancum, is the
best method of ascertaining whether the difference of
opinion between the exports of the Authority and of the
elaimants ic so wide as to make agreement impossible,
thus maldng it necessary for the Authority to institute
condemnation procecdings, therefore

BE IT RESOLVED, That the methed of inguiry gutlined in the
memorandum agreanent dated July 13, 1936, and filed with
the records of the Authority as Exhibit 2-25-37b, 1s hereby
approved.

FURTHER RESOLVED, That the Board hereby re-emphasizes
that such an agrangement 1s in no wise to be construed as
a validation of any claims,nor is either party to be
bound in any way by reasen of the fact that Dr. Finch *
has been called in as intermediary, or by any proposals,
recommendations, or informal findings which he might make,

FURTHER RESOLVED, That the mediation propesal is to be
wholly without prejudice or effect on any other problems
preosented by these claims,

The motion wag duly scconded and carried, Harcourt A, Morgan
and Dovid E. Lildenthal woting "Aye", and Arthur E. Morgan
voting "Ney',

Choinman Morgan stated he would file with the Authority's
records as Exhibit 2-25-37c, a memorandum setting forth his
objections to the reosolution,
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Dit, H. A, MORGAN: HNow 2 lottor from Assistant Gonoral
Counsel Dunn, who succecded Mr, Towsley, after his resignation
from tho Authority, This lotter from Assistant Goneral Counsol
Durn to Chairman Morgan,
(Dr, Morgan hore handed the lettor to tho President)

THE PRESIIENT: I shall have to road this letter from
Evans Dunn to Chairman Morgan, for I shall wmnt to ask a quostion,

Exhibit 10-A:
Dr., Arthur E, Morgan, Chairmsn of the Board
Evans Dunn, Assistant Genorsl Counscl
March B, 1538

CONDEMNATION CASE v. C, A, HARRIS, BT AL, (BERRY MARBLE CASE)

In view of the continued and persistent publicity to the effect that
ovidence of fraud in the Borry case yas lmown long prior to the time

of the trdal, I fool I would be derelict in my duty if I did not go

en record a5 pointing out to you that in our opinion, as attormeys
handling the case, thore wos no actuzl or legsl evidence of fraud

in the possession of anyone cornmoctod writh the Authority prior to

its discovery by us in the £all of 1937 a short while before the caso
was heoard, I fool further thet I must corroct any erroneous

impression you are wrdor that the case was directed, directly or
indireetly, by anyonc othor then myseclf with the help of my associctes,
Mr, Zicgler and M, Monbgomery, undor the goneral suporvision of Gonoral
Counsel Fly, Ab no time prder to the trial nor during tho trial wms it
suggestod to us in any wilsc whet testimony should or should not be
introduced nor in any mammer how the Authordty's ease should be pro-
sonted to the Commission. 4s far as I lnow, the case was discussed
with no Board momber apert from your conversations with Mr, Ziegler

and Mr, Mymatt, The infercnces contained in your press statement to
the contrary arc, I assurc you, cntirely writheut foundetiom, And, I may
point out, all cvidence of fraud which we had fourd had been intro—
ducod bofore you decided t6 appesr 25 a witnoss, You noither gave nor
sugrested further cvidenca,

There has also been gome indication by vou that I led you to say ine
advertently on the witness stend thot you had ne knewledge of frauwdulent
facts prior to February, 1637, Porhaps you hsve reforence to the opinions
and suspicions of fraud vhich I lmow you and most of the rest of us, with
kmowledse of the case, entertained., MHowover, the line of questions aske’
you dealt solely with tangitle fects, Your answers on tits point were
accursue and were responsive to questions vhich, I am convinced, wore

in ne respect misleading, Confusion has npporently rosulted because you
fail to distinguish botsoon suspicions, inforences, rumors, and por—
sonal opiniona on the onc hiend, and aetunl facts upon which mn opinion
might bo predicated on the other hand, A charge of fraud is a very
scrious matter and should not be made without substantial evidonce to
suppert it, The suspicions and opinions which you and others of us
aentertained wore, in my oplinion, not propor evidomce upon which to make
such & charge,

I am frenk to say thet had ve not discovored in November 1937 the powers
of attorney and hoad not the witness Ford at the last minute decided to
break his silence and supply us with facts and information which he pre—
viously would not disclese, the quection of bad feith or fraud could not
properly have been injected into the case at 211, So far as I know,
this evidence was uwnlmovn to any director, member of the staff or em—
ployee of the Authority prior to the dotes mentloned above, It was
diligently sought ocut and uncovered during preparntion for the hearing
as soon as there vms indiention of any possibility of securing tangible

evidence,

I think it is unfortunate thot it has bLeen made to appear in the news—
papers, wnether intentionally or not, that there was knowledge of fraud
leng before the trial cccurred, and that there wes dereliction on the
part of the legal steff in failing %o initiate court proceedings charging
fraud, It seoms clecr from 2 legal and factual viewpoint that the
Authority wens in no position to institute such prococdings,

Bvenas Dumn
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THE PRESIDENT: MNow, Chairmen Morgan, I must ask you,
you have heard ms read this letter, do you have my lnowledge of
fraudulent facts prior to February 1837, or did you have only
suspioions of fraud.

CHATEMAN MORGAN: I am an observer and not a participant
in this elleged process of fact finding and I want to add to that
my reason for that position. When the President requested me to
attend this conference, he did not give me any hint of its purposs.
On my declining to attend, he gave no motive for the purpose of the
meeting. I wes far from my office and had only time to reach
Weshington. In contrast I wuas advised the other Board members were
fully advised of the purpose of the meeting. They gave you prepared
documents and briefs and had a large staff of assistants available.

THE PRESIDEHT: In view of that position, we will put in
a8 exhibits my telegrams to you and your telegrams to me during the
past three days. It may be stated that you had the same informa-
tion in regard to this meeting as the other two Directors had. If
you are basing your refusal to answer factual questions on the
ground you are mot prepared, I will adjourn this hearing until next
Monday or Tuesday to suit your convenience, if you will then be
prepared to answer the factual questions.

CHAIRNMAN MORGAN: My first statement covers that point.

THE PRESIDENT: In other words, you still decline to
answer factual questions if you had had a week's notlce, Chafirman
Morgan.

CHATIRMAN MORGAN: My statement covers that question, I
think. I mey state I never saw the letter which has been mentioned
from Mr. Dunn.

THE FRESIDEKT: Reverting to the statement you first made
and which you have now repeated fer the record, it is true that when
you came to see me in September 1537 you asked me to regquest the
Board to make available to you dats and asssistance necessary to meke
a report to the President concerning the conditions you had oriti-
gised. You then stoted the President did not grant that request
and made no alternative suggestions. The fact is that within a few
days after you ssw me in September, I told Dr. Harcourt A. Morgen
that you wanted the facts, thet you wanted dote and necessary
assistence to make a report. Dr. Harcourt Morgan told me that you
had full suthority to get any data you wanted from any of the files
of the TVA and thaet at no time had the majority members of the
Board withheld any information from you, from those files or records.

CHAIRMAN MORGAN: That statement is not correct but I will
snswer it at the proper time - thet stabement by Dr. Morgan and not
yourself. -

DH. HARCOURT A MORGAN: Mr. President, mey I finish this
gs a contimuation of my statement?

THE PRESIDENT: Let me ask, did the majority members of the
Board, or either one of you, teke any scticon which would prevent
Chairmen Morgan from complote mccess to the records and files of the
Board?

DR. EARCOURT A. MORGAN AND lik. DAVID B. LILIENTHAL: No.

THE FRESIDRIT: At eny time was assistance to Cheirman Morgen
refused by the majority or either of the majority?

DR, HARCOURT A. LCRGAN AND MR. LILI®NTHAL: No.

CHATRMAN MORGAN: There is m statement of the General Manager
who works under the Board.
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THE PRESTIDENT: That is5 what I am coming to.

IR, LILIENTHAL: In further response to that question, the charges were
dooumented by Chairmen lMorgen in his eppeersnce before the Commission.
He presented the Documentary basis,

CHATRMAN MORGAN: I will add to thet thet the men who furnished m= those
documents was reproved by his superior for giving them to me, \

THE PRESIDENT: I now put into the record & telegram from lir. McIntyre,
Secretary to the Fresgident, to Chelirman Morgen of March eighth, telling
him that he is trying to mach him on the telephone and thut the Presi-
dent wantes him snd the toher two members of the Board to meet in the

of fice of the President at elasven o'clock on Friday morning.

i Exhibit 1l:
e — The White House

Washington
Harch 8, 1838,

Hon. Arthur . Morgen
Chairmen Tennesses Valley Authority
Knoxville, Tennsssee,

Have phone call in for you. The President wants you, Mr.
Lillienthel and Dr. Hercourt Morgan to meet him in his of fice eleven
o'clock on Friday morning.

M. H, MeINTYRE
Secratary to the President

On Merch eighth Secretary MeIntyre received a telegram from
Chairman Morgan stating, "0On considering the matter, in view of my
gﬁﬂ'i’l@-"’ experience with the other two members of the Board, I em convinced that
the type of conference proposed with them ant the President cannot now
e A serve any useful purpese. Therefore, the Prasident should not plen on
my presence”, The seme day, three days ago, which incidentally wes ths
sams dey on which the other two members of the Boerd were notified, I
sent a telegrem to Chairmen Morgean, resding:

Exhibit 12:
S The Lhite House
tlashington
Merch 8 1938

Hon. Arthur ®. Morgen
Chairman, Tennsssee Valley Authority
Knoxville, Tennessee,

Mr. MeTatyre has just shown me your telegrem STOP The meet-
ing Friday is to toke up TVA netters of the utmost importance and 1t 1s

imperative that you as Cheirman attend. Will you pleese advise me im-
mediately.

FRAFELIN D. ROOSEVEIT

On March ninth in the morning I received a tolegram from
Cheirman Morgan:

Exhibit 13:

Clermont , Florida, March 9, 1938
THE PRESIDERT

This is in reply to your request for my presence at a reeting
of the TVA Boerd in your office on Friday March eleventh. During a long
pericd I have repeptedly and unsuccessfully endeavored to secure your
edequate consideration of very grave diffieculties in the TVA and as a final
regort as a protsction of the public interest was forced to make the situa-
tion public. In the present situsticn Isbalieve those difficulties should '
be considered by & Congressionsl Committee rather then by an effort to
compose the issuves in your office.

ARTHUR £, MORGAN .|
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To this I replied about noon on March ninths

Exhibit 143
THE WHITE HOUSE

TELEGRAM Wushington
March g; 1938
Honorable Arthur E.. Morgen,
Chairmen,
Tennessee Valley Authority,
Enoxville, Tenn.

Meeting Friday is not called as you B&y to reconcile the differ-
ences between the Board members but to enable me to get = facts.
You have made from time to time general charges againgt the
majority members and they in turn have mnde counter charges
against you. As the Chief Exescutive the clear duty rests on me
to get the facts, It is your duty as Chairman end member of the
Authority to attend this meeting., Please advise.

FRANKLIN D. ROOSEVELT.

On March tenth, early yesterday morning I recelved a reply
telegram addressed to me by Chalrmon Morgan:

Exhibit 153

TELEGRAM Clermont, Florida,
March 10, 1938
THE PRESIDENT. ' '

Shell be present at Friday conference.
hrtihur E. Morgan.

TIE PRESIDENT: I also put in evidence copies of two letters
of March eighth from Secretery McIntyre to Dr. H. A. Morgen and Mr.
Lilienthal asking them to be present this Friday merning:

Exhibit 163
THE WHITE HOUSE

Washington
March 8, 1938
My deer Dr. Morgen:
The President wants all threc membors of +he T.V.A., to be in
his office at eleven o'clock on Friday moruing, March eleventh.

I am so notifying Cheirman Morgan and Mr, Lillenthal.

Sincerely yours,
M. H. NcIWTYRE
Secretary to the irzsident
Dr, H. A. Morgen,
Tennessee Valley Authority,
North Interior Building, F.
Washington, D. G.

Exhibit 17:
s THE WEITE HOUSE

Waehington, D.C.
March &, 1938
My desr Mr. Lilienthal:
The President wents all three members of the T.V.A. to'be in
his office at eleven o'clock on Fridsy merning, Merch elsventh. 4
1 am so notifying Chairman Morgan and Dr. Morgan.
Sincerely yours,
M. H. McINTYRE
Secrctary to the President
Honorable David E. Lilienthal,
Tennessee Valley Authority,
North Interlor Building, F. |
Washington, D. C.

I now come —- will you go ahead with the Berry case, Dr. Morgan.



DR, He A, MORGAN: Yes, May I attach this to where I
left off and have the other succeed it? MNow, in conclusion, I
wish to state that there vms no friendly agreement with lajor
Berry and'his assoclates, To c¢all an outstanding geclogic
authority, as the majority of the Board proposed to de in this
matter, vas one way of protecting the Board against possible
unwarranted dameges, There 15 not a 1line in the record of the
whole matter that supports the charges and inferences of Chair—
man Morgan that therc was an irremilar,” friendly arrangesent
between Senator Berry and asscciates and the majordty of the
members of the Board, The ..arrangement was a hard-headed
business proposition, the poskibility of bad faith was never
ignored and was thoroughly .and continucusly canvassed by the Board!s
Counsel, The majority of the Board insisted only thst a priwmte
claimant should not be prejudged guiliy of bad faith on the
basis of mere rumors and suspicion., Once some real evidence of
bad faith was uncovered it was vigorcusly used, as llajor Derryts
ovm complaints to the Doard show, In this coimection, I should
like to submit his correspondence Just after the trial comlaln—
ing because of TVA's counsel had pulled no punches, and I should
like to present this correspondence of Major Berry.

EXHIBIT No. 18.

Enoxville, Tennessee
January 11, 1978

The Honorable

George L. Berry
United States Semate,
Washington, D. C.

My dear Senator Berry:

This is in response to your letter of Jamuary
7 to ifr, Lilienthel ond myself.” I have discussed
your letter with IIrs Lilienthal, and he concurs in
these views. !

i b

As I said in my letter of January 5, the Board
gave counsel full awthority to conduct the condemna-—
tdon case. The Doard never gives its attorneys
specific instructions as to the memner in which par—
ticular litigation “shallbe handlbd, or as to the
items of evidence which should be introduced, and no
such instructions were given in this case,

Very truly yours,

Harcourt A, Horgan
cg. Chairmon A,E, lorzan
ire Dy E, Lilienthald
Hr, J, B, Blandford, Jr,
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Exhibit 18 (Continued):
UNITED STATES SENATE
Jonuary 7, 1938

Honorable H. A. Morganm,
Honorable David E. Lilienthcol,
Tennesgee Velley Authority,
Knoxville, Tennesses

Centlement

This is to acknowledge your communicution of tha 5th,
signed by Dr. Horcourt A. Morgan, and I gather that it
reprosents tho views of you two gentlemen to whom this letter
is nddressed. I am then to understond that you gentlemon op-
?ruwd the counsel's procedure as it rolates to the following
acta:

1. Thnt the counsel was instructed by you gentlemon to
inject completely foreign matter denling with (a) my War record,
and (b) & lewsuit, both of which ogeurred nenrly twenty years
nge. Am I correct in assumlng that you instructed the attorney
to inject thase?

2: I gather they meont exactly that the subject of "bad
faith" was on eftermath, but that it was injected by your
attorneys upon your direction. -

This being the case, may I inslst that the basis for 'your
concluslon be made Ilmown to me, as suggested in my communication
of December 24, 1937.

Yours wvery truly,
/8/ Geo. L. Berry

Knowdlle, Tennesses
Jonuary 5, 1938

The Honorable
George L. Berry
United States Ssenate
Washington, D. C.

Denr Senator Berry:

I hope you will excusge the delcy in smawering your letter of
December 24, nddresgsed jointly to Mr, Lilienthal and myself. For
several days I have been confined to my home by illness. Today, how-
avar, I have discussed your letter with Mr. Lilienthsl and am
authorized to make this joint response.

You stote that your purpose in writing us wes to call attention
to owr stotement thot our attormeys in the condemnatlon proceeding had
presented facts discovered on the eve of the trial indicating bed
faith. XYou state that this is "unfelr and unwarranted". You then
guestion the conduet of one of the Authority's attorneys in the cese.

In adopting the recommendation of our General Coungel for in-
gtituting condemnotion proceedings, the Board gave coungel full
authority to prosecuts ths case to ita conclusion. We feel thet
counsel have conducted the case with no other purpose than to develop
the facts and serve the Authority's interests.

Our statement respecting introduction in the condemnation pro-
ceedings of newly discovered evidence indicating bad faith wos made
efter conslderntion of the whole proceedings and after consultotion
with counsel. That statement represents our considered and deliberate

view.
' Very truly yours,

cct: Choirman A.E. Morgen Harcourt A. Morgon
Mr. D. E. Lilienthal
Mr, J. B. Blandford



Exhibit 18 (continued);
weshington
Degamber 30, 1937

Honorabhle george L. Berry
Tmited states Senctor
Pressmen's Home, Teénnegsee

Derr Senator Berry:

I have read your letter of December 24 addressed to
Dr. H. A. Morgan end me, 8ince this is a joint communicetion,
I wish to confer with Dp, Morgan before replying.

You may be sure that we ghall discuss 1t as soon as v
Dr. Mporgen returns to his office. At present he is confined to
hie home under doctor's orders.

Feithfully youra,

David E. Tilienthel
Director

- o o o s

¥noxville, Tennesses

December 28, 1937

Senator George L. Berry
Presgmen's Home
Tennesgon

My dear Senstor Berry:

This scknowledges receipt of your letter of December
24, addreased jointly to Dr. Morgan end Mr. Lilienthal.

pr. Morgan is confined to his home egain, with ancther
carbuncle, but your letter will be brought to his attenticn at
the first opportunity.

Very trly yours, L

B. I. Hose, Becratary to
H. A« Morgan, Director

col M, Tilierfhal
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Exhibit 18 (continued):

GEORGE L. BERRY
PRESSMEN'S HONE, TENNESSEE

Decerber 24, 1937

Honoreble H. A. Morgan
Homorable David A. Lilienthal
Tennesses Valley Authority
Knoxville, Tennsssee

Gentlemen:

I have read with great interest the statement which
appeared in The Knoxville Journal of Thursday, December 23,
1537, purperted to hove come from Messrs. H. A. Morgan and
David Lilienthal, which I gather wez intended to be an answer
to certain voluminous statements made recently by Mr. A. E.
Morgan. In this connection I am assuming that you have read
the statement issued by me in Washingten, D. C., in which I
made the effort at least to identify whut appesared to me to
be then snd whet appears to me now as being a maliclous mis-
reprasentation of the facts by Mr. A. E., Korgan. Of course
I 2hould not have undertaken to issue the statement in wview
of the feot that the case was in the hands of the Commission
except for the misrepresentations of kr. A, E. Morgen, who
holds the title of Chalrman of the Tennessee Valley Authority.
I have no gpologies to make in identifying Mr. A. E. Morgan's
maliciousness.

Of course the character of statement issued by you
gentlemen must necessarily be a matter of your concern for
which you must sccept the responsibility. My purpese in
writing you is to cell attention te what I regard as an unfair
and unwarrented declaration appearing in your statement which
appears in paragraph 1, section b, which resds;

wsss'"¥od presented fasts indicating bed faith,
facts previcusly unknown to anyone connected with the
Autherity until discovered by our attorneys on the eve of
the trisl sfter two years of tenacious investigation."

I have read the accounts of the hearings and I observe
in the course of the hearings the Chairman of the Commissicn
directed your attorneys that if they did not present facts
showing the existence of bad faith that such considerations
would not be further sllowed by the Board. I observe, too, from
the recerds that no further effort was made in this direction
for the very simple reason that there sxisted no basis for the
claim of bad faith =-- any declaretion your attorneys or you
gentlemen may make to the contrary notwithstanding. I now
challenge the submissien to me of & scintilla of authorify or
faot identifying the existence of bad faith. Hew such a decla-
rotion could be made in view of the fect thet I was in business
befora thers was any TVA or before there was a law enacted to
ereate the TVA or bafore Mr. Roosevelt had snnoumced his
candidecy, wWes nominated or elected Prosident, is beyond my
comprehension, snd while we are on the subject and since you
gentlomen nccept the responsibility for the high merals and
decency of your attorneys, may I direct your attention to the
fact that some person by the names of Ziegler, 1 believe, in cross
examining the undersigned, proceeded to undertake to establish
the war record of thegundersigned. Of course what that hes to do
with marble litigation brought by the TVA 1s beyond my compre-
hension, but I thought everybody in Tennessee knew of my war
record. There would be no diffieulty in ascertaining the faot
with relation to my wer record by referring to the records of the
War Depurtment in Wushington. I huve no apologies to make for it.
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If I wore a publicity monger I should be delighted to have it
brought out into the public. Certainly, I offer no apology
directly or indirectly for the services 1 made the effort to
give to the governmont and to the then Commander-in-Chief of
the Army and Navy, the lete President Woodrow Wilson. This
procedure on the part of Mr. Ziegler indicated unscrupulousness
and malloiousness. Obviously the purpose woe to cust some
shadow. Of course, the Chairman stopped the inguiry by demand-
ing, =5 anyons with an ounce of sense would have demanded, what
such a line of questioning had to do with the establishment of
the valuation of the properties of my mssociates and self.

Then, as a beautiful olimax, the some mean, Ziegler,
supposedly your attorney, help up & printed pamphlet and pro-
oeeded to question me with a view of ascertaining if I had not
been in a lawsuit and if an award of some considerable amount of
money had not been made ugainst me by the Federal Court of
Tennessee, Northeastorn Division. The Chairman ecimed if it was
the ocourt record he was submitting end your man Ziegler replied
by seying, "No, this is & pamphlet." The Chuirmen then stated,
"Well, it might be a catalog of some kind," and asked Mr. Ziegler
why he did not get the court record end Mr. Ziegler confessed
he oowld not f4nd 1t; then the ase proseeded 10 injuire from me
if I ha! had wnything to do with the misplaviag of the records
ir the ¢ nse which he had in mind. Conseive of it, if you will,
a lawyer reprasenting the Govermment of the United States making
sush an interrogation and thus custing espersions upen the
ability of the government to preserve its reccrds.

What was ell this brought up for? It was brought up
to engage in charoaoter nssassination; gyour man Ziegler attempt-
ing to engapge in half truth, identifying himself as being just
g malieious liar. He wae not prepared to sgy thet the case he
had im mind ccourred nearly twenty years ago, the outgrowth of
a family dispute within a wolurbteer labor union, a case brought
by seceding orgenlzations sesking tc seoure the removal of the
International Board of Directors of which I wes one, and brought
at the time I was in Fremce as e member of the imerican Expedi-
tionary Forces. Well, the court decided not to remove the Inter=-
notionel Board of Directors, and while the Judge held there had
been & diversion of moneys frem one fund to another necessary in
the sonduct of the Unien's efiairs, the plaintifis heving lost
their one and sele reason far bringing the affelr into court,
nemely, the removal of the Board of Dirsctors, proceeded to with-
draw the case and paid all costs from & to 2. The convention of
the Union, ettended by delegates frem all locel unions including
those who brought the suit, unenimously sustained the International
Boerd of Directors end the seme Bomrd members have been repeatedly
reclested from thet date to this unenimously by referendum vote.

If your man Ziegler is your men, aand if he represents
the capacity, the ability, the couragé snd the deceney of life,
then I heve misecaleulsted what all the finer things in life mean.

I should not heve written you execept for the laudation
plaged upon the napasity of your ettorneys. I heve nothing to
say about the others, ‘nor do I raise sny questlon asbout their
obligation to fight the case to the limit -- that is vhat they
are being paid for -- but I think it ressmsble to expect that
decensy,; even in a fight, should prevail. I have never been
charged with "hitting below the belt" as I told your men Ziegler.
I amt not going to begin now, but if there is amybody mround the
TVA offide thot hes concluded that I have abandonmed my right te
protest against indecency mnd unfeirness, then they are badly
mistaken. i

With kind regards, I am
Sincerely yours,
/s/ Geo. L. Berry
George L. Berry.

- - - - - - - -
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THE PRESIDENT: 1Is that all you have on the Berry case?
m. Hln A- Hﬂthl IH, thﬂt‘ i’ BJJ-.

THE PEESITENT: Chairman Morgan, is there anything that
you want to ask in regard to the at-n‘tmm% of Dr., H. A. Morgan?

DR, ARTHUR E. MORGAN: I am an observer to the proposed
inquiry into the facts and not a participant,

THE PRESIDENT: I now come to the allegation of tha
"joker" in the Arkansas Power and Light Company contract, In
Chairman Morgen's letter to Hepresentative Maverick he made the
following statement: "The Arltansas Power and Light Company
contract as presented to me for approval contained a 1jclcer!
which would have allowed the Company to tuy prime power at
secondary power rates, I protested strenu-usly and got that
polnt elimineteds « o« o »

Cheimnan Yorgan, the word "Joker" in the context of
your letter and in commen understanding is & serious rellection
en your Board, snd that interpretation is home out by your
reference to the punishment of the enginesr who exposed this
so—called "jcker!, Will you give me thu foets supporting your
charge rogerding the insertion of 2 Mjoxer! in the Arkansaa
Power and Light Company contract,

DE. ARTHUR E. MORGAN: My first statement glves the
reasons for my not doing so,

THE PRESIDRNT: Dr, H. 4. Morgen end Mr, Lilienthal,
have you any facts to give on the Arikansas Power and Light
Companyts contract and its relation to the charge by Chairuan
Morgan that a "joker! contrary to the public interest was
inserted therein,

MR, LILIENTHAL: MNr. President; I was responsible for
the Arkansas Pover and Light Company contract end I would like to
respond with the facts as to that contracts It is necessary, in
responding, to give scmewhat more elaborately than I wish it
wore necessary the torms of that contreet ond slso to indicate
the procedurc within the Board with respect to the consideration
and approval of that contract, This contract contains the same
rates as.our municipal contracts for fimm power, and somewhat
higher rates' for the secondary pover provided for in the contracts
than those charged the Monsento Chemical Company, a larpe chemical
Com] s which contrect was nogotiated during my illness, in April,
1236, by Chairmon Morgan and under his dircetion. L

In additiorn, this Arkansas contract is the first that
reouires the customer to guerantec a certain load factor, that is
a certain averaro use ol the electrical capecity contracted for,
The contracts scom io the draftsman in the legal division and
among the tochnical staff to beo tho most favorsble contract by
the Authority thus far exeouted, altheugh, as in all eontracts
of this magnitude, & ccrbtain amount of flexibility was permitted
the purchaser, The degree of flecdbility was less, however, than
in mest of our municipal comtracts or industrial contracta,
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ALl of this relates to the charge that this Centract provided
g "Joker" or & provision contrary to the public interest, There was no
"Joker" in the contract, and the fact is that Chairman iorgan never
claimed there was'a "Joker" until his letter to Congressman Maverick
of a ferr days ago, Chairman Uorgon stated at a board meeting that,
reading  the contract as a whole, it permitted too great flecibility to the
Company, thus, under some circumstances, permitting the purchaser, fimm
power at the price of secondary powers In the Judgment of the engineers:
who directly negotiated this combract, this oriticism was not well taken,
but in deference to the Chalrmants views, and since the provision sug—
gested by him looked inthe right direction, his sugrestion was immediately
adopted, and a provision was inserted as follows: "Expept as provided in
Section 5 hereof, in periocds of suspension of run—of-stream secondary
power occurring after such power shell have been available for pericds
aggregating more than fifteen (15) months, Arkansas Company shall not be
entitled to take flrm power at a demand in excess of ‘the average of the
three (3) highest monthly firm peslk demands cccurring during the last
fifteen (15) months when run—of-stream secondary power was available,”

This was the only change in the contract as presented to the -
Jembers of the Board and was made at the Chaiman!s suggestion, However,
the negotistors, having opened this averue of approach, they carried it
inte another provision relating to the rishit to use tho Authorityls
capacity, but not water, in low water seasons for peslking purposes, and
therefore inserted a similar limit on the peaking provilege.

vy Fresident, far from anything sinister as has been directly
fharged in the negotiation of this contract, it vas negotiated with the
greatest opemness and with full clearance with the Board of Ddrectors and
the engineering staff,” As early as April 8, 1937, I sent to the Board of
Directors a memorandum, copy of which'I should like to insert ot the
conclusion of this partienlar swemary, which swmarizes the first draft,
the first proposed draft of a contract, and attaching a copy of that draft,
That memorandum went to 211 members of the Board, Faturally, as any one
familiar tdth negotiations of complicated matters of this kind 11
recognize, thiz draft did not contain the provisions which I guoted and
which was suggested by theChairmen, The Chaimen made no suggestions
at that time. On April 27, 1937, the second proposed draft of contract
Wias sent to each member of the Board by Joseph C, Swidler, who headed the
staf? group which ncgotizted the comtract, This draft was likewise based
o the standard model, The Chairman made ne suggestion of amendment at
thet time,

On iy 14, ir. Bock, the assistant Chief Engineer, informed the
department which had the drafting of this contract in charge that he
{ilry Bock) had given the cholrman's copy of the Aprdl 27th draft to ir.
Barbin Jones (=t that time I believe and still the acting chief design
engineer and key member of the engineering department, & very able man) and
asked if there wos a later draft.

One was then in process of completion by those who were drafting
the contract and this later dreft was sent to Assistant Chief Engineer Bock
on May 17, 1937 with 2 copy to Chairman ilorgan, I should point-out that
dre Bock at that time was directly reporting to Chelrman ilorgan, who, at that
time was Chief Engineer,

A draft dated June {irst was sent to Chairman iorgan, Shortly
thereafter the Beoard ileeting was held, at whilch thls Jast draft was considered
and the Ohairman made a suggestion for dmprevemsnt, to which T have referved,
The Board f£finolly approved the comtracht on June 16 and I cell your attention’
to the fact that the first draft went to the members of the Bom'd on April 8,
Therc was no suggestion on any of the drafts sent to the Chairman that his
assoclates constituting the Bomrd considered the draft of June 1, nor was
there any Board approvel of any draft until the Board unanimously approved
the contract on June 16, As I pointed out, the staff went beyond Chairman
Horgenls suggestion and secured additional assurance aleong the lines which
he had sugrested,
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I should 1ike to have pleced in the record copies of the
coverifg memorandurt from General Counsel Fly to Messrs. Assist. Chlef
Engineer Bock and Chelrman Morgan, dated May 17 end June 2 reapectively.

Exhibit 19:

Mr, Carl A. Book, Assistemt Chief Enginssr
Jemes Lawrence Fly, General Counsel
May 17, 1937

POWER CONTRACT UITH ARKANSAS POVER AMD LIGHT COMPANY

Pursuant to your oral request of Mr. ferr, I am attaching hereto & copy
of the latest draft of the proposed contract with the Arkansas Fower

and Light Company.

The representatives of the Company emnd of the Authority are in substan-
tial mgreement on the substence of the contrect, but there is still a
wide diversity of views on the form. This draft incorporates certain
suggestions made by the Arkenses Company's representatives which we have
not yet accepted.

I regret that I do not have ean extre <¢opy of the latest draft of the
Contrect with the Aluminum Cormany available. However & copy has been
sant to Chelirmen Morgen together with en explepctory memorsndum, and it
may ba that these will be avaeilable to you. If not, I shall be glad to
secure for your use the legel Division's file copies. You will note
that in the Aluminum Company contract, unlilke the Arkansas Company-
econtract, there is substentislly complete agreement as to form but no
pgresrent on somd of the most importent metters of substance.

TR W g
A rhiEs Lamaes iy

Attachment
¢e Dr. 4. E. Morgen

Exhibit 20:
———

Dr. A. E. Morgen, Chairman

James Lawrence Fly, General Counsel

June £, 1937

FROPOSED FONER CONTRACT WITH ARKANSAS POUER & LIGHT COMEANY

I em attaching hereto for your information the letest revision of the
proposed contract with the Arkansms Power & Light Company. -

AES LYRENGE FLY
Atteahment

In short, Mr. President, the contract was enccted by the TV.

staff members under my direction which they thought was fair and desirabls.
The econtract was, of course, drafted, subject to Board spprovel and neither
the Board nor any nember had given such approval. The chairmen made 8 sug-
gestion belatedly, it is true, for improvement. The suggestion wes adopted

by the staff and no vote on the contract was ftalen at the meeting in which

the sugpestion was (mde., L suggested revision incorporating the chairmen's

iden was incorporated into the draft. The contract, thearsupon, was un-
animously wpproved. This is the story of the srkensas controct joker
and the suppoerting date I shoula like %o hend %o Fou.



-

The Board of Directors
David E. Lilienthal
April 8, 1937

The Board has been adviged from time to time of the
negotiations between officers of Ebusco Services, Inc., acting
for the Arkansas Power and Light Company, end the Tennessee
Valley Authority, locking towsrd the purchase ond sole of a
subsbantinl block of power to be delivered, roughly, at the end
of the new TVA line to Memphis.

Conferences on englneering end rate matters have been
carried forword vigorously, and I submit herewith an outline of
o proposed contract between the Arkanses Company and TVA., This
outline hns the approvel cnd is recommendsd by TVA conferees,
Messrs. Glaeser, Evans, Swidler, end Muir. I believe it repre-
sents o falr controct, if the remaining outstanding provisions
can be agreed upon on a proper basis.

The only important provisions not passed upon in this
outline wre (1) resale provisions, (2) reciproecal standby errange-
ments, and (3) cancellation privileges. The Arkansas Compony
understonds thut resale provisions must be included in the con-
tract, and they steated to our conferses yesterday that they would
promptly submit a proposed schedule of reduced rates in Arkansss.
Recommendations with respect to these proposed resale provisions
will be mode to the Board ns promptly as possible.

This contract is an important cne for TVA, involving as
it does a gusrantecd minimum annual revenue of $600,000 (which
will probably actually on the uverage amount to about $750,000)
and Jointly utilizing investments heretofore made for another
purpose, namely service to the City of Memphis.

The Arkansas Compony is in need of an additional source
of power, and therefore I hope we may proceed to a determination
of this matter as promptly ss feasible. Muy I suggest early study
of these terms, pending the bringing of the matter to the Board
for oranl discussion.

Dictated by Mr. Lilienthal David E. Lilienthal

over the telephone.
DEL:BB  (Copy to Messrs. J.B. Blandford, M. G. Glaeser, L. Evans,
J., €. Swidler, E. J. Muir (2) .

Exhibit 22:
The Boerd of Directors
Joseph C. Swidler, Chairman, New Contracts Commitiee
April 27, 1937

CONTRACT WITH ARKANSAS POWER AND LIGHT COMPANY

At Mr. Lilienthal's request, I am handing you herewith a copy of the
tentative draft of power contract between the Authority and Arkensas
Power & Light Company.

This tentative draft, a copy of which has been sent to representestives
of the Company, is the result of conferences which were held in
Chattanooga and in New York. This draft, however, introduces o
definition of run-of-stresm sccondury power which has not been agreed
to by the Arkanses Power & Light Compeongy.

Further conferances probably wlll be necesszry to get this tentative
draft in finnl form, but the present draft will inform the Eoard as
to the present status of negotiations.

Joseph C. Swidler

Attochment
JC3:ml

X
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MR. LILIENTHAL: In connection with the Arkansas
alleged joker in the Arkensas contract, the stetement was made
by Chairmsn Morgan in his letter to Congressman Maverick, February
fourteenth, a statement comparable to the one made this morning
about someone belng disciplined for furnishing data on which I
think the facts ought to be presented to you becauss it is a re-
flection on the integrity of the staff and the Board. In this
letter, Mr, President, the chairman refers to the member of the
engineering staff, who, because of his perticipation in the
Arkansas Power end Light contract sction and who sadvised that a
provision more favorable to the TVA with respect to secondary
power should be inserted, wus being disciplined by "insecurity
of tenure" in the TVA. This presumably refers to Mr. Barton M.
Jones, Acting Chief Desism Engineer, inasmuch as he was the only
one formerly on the chairman's staff when the chairmen was Chief
Engineer, who participated in the Arkensas Power and Light dis-
cussion., I should like to present the facta with respect to
thot because of the very disturbing effects 1t has had.

Mr. Barton Jonee was first employed by the Authority
on the twenty-sixth of June, He had previously been a Professor
of engineering st Antioch College. In September 1933 he was
made construction enzineer at the Dam, On November 3g, 1936 he
was informally placed in charge of a design danaciment without orpicial
designation Ly unanimous sction of the Bourd foliowing upon the
rather sudden resignation of Mr. Byron Steel, who wasz chiefl design
enzineer, In that connection I should 1liks to sulmit the memo-
randum to the Board by Mr. Carl Boch, assistant chief engineer
in vonnection with that temporary spnointmant. On August 13,
1337 upon recommendation of the Agelstent Chief Engineer, Mr,
Bock (I may add parenthetically) Mr. Bock had for meny years
previously been a business and professionsl associate of Chnirman
Morgan. The director of personnel and genersl mansger —— on their
joint recommendation the Board approved tne officiel deaignation
of Mr. Jones as Acting Chief Design Engineer with the provision
that "permenent status in this capreity is subject to review
after appointment of the chief enginesr," a subject which was
then under discussion. On December 30, 1937, on recommendation
of the Aseistan® Chief Engineer, the director of personnel and
the General Manager and with the unenimour approval of the Board,
and following, as you will see, some six months upon the so-called
diseipline and the so-called joker ineident, Mr. Jonss' positicn
wes reclassified to a higher grode and higher salary without
changing his title. At no time dots the record indieate any posi-
tive or suggasted statement questioning the confidence or qualifi-
cations of Mr. Jones excent as may be found in the memorandum of
November 19, 1936 from Mr. Bock, who the Board of Directors, in
#hich he says: "We have severel possibilities in mind (that is
for the sositicn of chief Design Engineer) ond are investigating
them as rapidly =s possible.," MNr, Pock apparently wes not pre-
pered on November 19, 1936 to meke a formel recommendntion to the
Board of Diractors at that time that Mr. Jones be mede chief
Design Engineer. Some months lster when the title Acting Chief
Desipgn Engineer was officially conferred by the Board upun Nr.
Jones, I am informed that the director of personnel following the
conversation with Mr, Jones, at Mr. Jonea! initiative, raised the
question of eerly designation and with the concurrence of assistant
chief engineer Bock and She Cenercl Mennger unenimous offleial
Beard scticn wes taken, It secmed advissble at thet time to moke
Lhe official designaticn thet of Acting Chief Design eniineer in
view of the fact that we were then'attempting to set up mechinery
through which the selection of chisf eénglneer could be made and
consequently it was believed that this permanent designation of
assistant chief engineer should awsit the apseintment of = chief
enzineer who should have some sry in = matter of that importance.
Nethinz has arisen, so fer ns I know, which should lend lir. Jones
to brlieve that continuation of his temporary designation arises

out of tuestions raieed with respoet to his competence and surely
not with ressect to & suggestion’ hs made with resject to the
4rikenzas contract which suggestion wae received and adepted.
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MR, LILIENTHAL: In a new organization, particularly during a
period of reorganization such ms we now have been going through,
temporary designations have necessarily been more frequent than

is generally desirsble end have longer duration than might be
advisable under ordinary circumstances, The Acting General Manager
carried that designetion of Acting General Manager for more than s
year. The Acting Chief Conservetion Engineer has carried that desig-
nation since the early summer of 1937, Thare is no velid reason so
far as I ecsn see Tor interpreting the temporary designation of Mr.
Jones as & spacific or genmeral reflection either upon his competence
or his security of tenure nor can it by any stretch of the imagina-
tion be regarded ms a form of diseipline for his participation and
helpful participetion in the Arkansas contract. I should like to
append -- I should add that on March 4th following the letter, fol-
lowing the date of the letter of Chairman Morgan and Mr. Maverick
which was written some time in February in which this charge of dis-
giplining and insecurity of tenure was made, Mr. Bock, the Assistant
ghief Engineer, wrote a memorandum dated Mareh fourth in which he
complains of the continued designation of Mr. Jones as Acting Chief

‘Design Englneer, But thet followed Chairmean Morgen's charge. T

should like to offer the memorandum of Mr. Bock to the Board and
Mr. Clapp's memorandum to Mr. Beck., I believe that states the facts
with respect to the so-celled and inferentially corrupt cherge re-

garding tha Arksnsss contract.

The Boerd of Directors

gerl A. Bock, Assistent Chief Engineer

Hovember 19, 1936

AFPOIN'IMENT OF ACTING CHIEF DESIGHNING ENGINEER

Mr, Steele's resignetion, sg reported in my memorandum of November
11, made i1t necessary to oppoint temporerily en ecting heed for his
department. T discussed this situstion immedietely with the Chair-
man and with Mr. Boss ond with Mp., Clepp. They concurrad with my
proposel to ossign B. M. Jones to act for the time being. I reported
this situntion to Mr., Blandford ms soon ns I could reech him by
phone. I wra unable to rench Mr. Lilienthal.

With Mr. Clapp's approval I have informally deslgneted Mr. Jones as
Acting Chief Designing Fngineer. Ve have geveral possibllities in
mind and are investigeting them &s rapidly as possible. There are
geveral other importent vacancies in the deslgn organization which

we are trying to fill.

cﬂ-rl At H‘ﬂck "o
CAB:TO
CC to John B. Blandford
Neil Bas=a
G. R« Olapp

Mr. C. A« Bock, Assistant Chief Engineer

gordon B, Qlapp, Director of Parsonnel

Daoerber 156, 1937 -
FROCMMTDATION WITH RESFECT T0 BARTON JONES

We are formerding the proposed reclessification of Barton Jones''®
position to the Genersl Menager's office for Board action. The Decom-
mendation is as we discuseed it, nemely: reclasgsification to an
entrence rate of $3750. As you perhaps recall the Form 78 carrylng
your reccrmendstion proposes alimination of "Acting" from Mr. Jonos'
title, I tried to get you on the phone today to discuss this bub
find thet you ere out of town for several days. I believe it was
our understeanding at the time Mr. Jones wes made Aoting Chisf Design
Fngineer that the title would remain that way until such time as the
position of Chief Engineer is filled in order thet it might be re-
viewed at thet tims. I am, therefore, entering the word "Acting" on
the Form 78. This, of couree, should not affent tha propossd
roclegsificetion.

Gordon R. Clapp
GRC:CGES
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THE PRESIDENT: Chairmsn Morgen, we are, I must repeat, examining charges
of malfeasance or corruption. Have you anything to say in regard to the

Statemant in regard to the Arkansas Power end Light Compeny matter which

Mr. Lilianthal madm,

ARTHUR E. MORGAN: The first statement I made covers my reason for not
commenting upon these statements,

THE PRESIDENT: We now dome to a third charge, In Chairman Morgan's lstter

to Representative Maverick he 8ays "Some of the reasons for my concern are
the explicitly mislead:ng and evasive reports and, in my opinion, explicitly
Talse reports which have been made to the President, to Conzress and to the
Public concerning the TVA by a TVA director or by the two directors acting

in unison." In view of the high trust which public officers hold in respect
to the publie, Congress, and the President, there could be no more serious
breach of their fiduelary duty than making wilfully false reperts. Therefore,
I ask you to specify any reports which you refer to which you believe were
explicitly misleading, evesive or falsa,

CHATRAAN MORGAN: My first stutement gives my remsons for not participating
in this alleged inquiry of facts.

THE PRESIDENT: That amounts to & refusal to answer the question, I ask

Dr. H. A. Morgan and Mr. Lilienthal whether in view of the refusal of the
Chalrman to specify in any shape, manner or form what reports were expliecitly
misleading, evasive or false or wherein any reports were explicitly mislead-
ing, evesive or false, Have the other fwo members of the Board eny statemant
they wish to make?

KR. LILIENTHAL: Mr, President, we are in this unprecedented situstion. We
have been accused over the signuture of the Chairmen of the Boerd of tha
Tennesses Valley Authority whom, like ocurselves, you appointed, with dis-
honesty and in this ecase with falsifying the records -- @ smubject which is
not only malfeasance and not only affects our personal honor as the Fresidsnt
of the Country hes construed it end properly construsd it, but probably is
subject to the grand jury asction and clearly libelous. We mre denied the
rrivilege in the presence of the Chief Executive of the United Stotes of
having the faots presented on whioh we can present a reply., I find it dif-
fifult to state aa temperately aa T must in this in view of the importence
ofthis hearing the unfairness -- the bitter unfairness of thus being sub-
Jected to publiec charzes going to our personal honor, and then being refused
in the pressnce of the President of the United States an opportunity to
reply. We can't reply to a charge on which there 1s no specifications.

And T may add this, that T -- we challenge enyons in the United States --
uwmatuyﬂmtDMMHaﬂmmlmemwwﬂmtmtwuy.

THE PRESIDENT: 1 now come to a fourth statemsnt by Chairman iorgan., In
his letter to Repressntotive Maverick, speaking of his colleagues, he says
"Thers is & practice of evasion, intrigue, and sharp strategy with remark-
able skill and malevolent habit nf avolding direct responsibility which
makes Machiavelli seem open and candid, It took me & ¥ear or more of olose
associatlon to be convinced thet the sattitude of boyish open candor end man
to man directness was = mask for hard-boiled selfish integrity." Elsewhere
in the letter Chairman Morgan refers to "misrepresentdtion, intrigus and
arbitrary setion™, A plain reading of tha English lengusze makes 1t clear
that these words ascribe sinister mulpractices to his colleagues. T thers-
fore ask Chuirman Morgan to give me sny or sll fuects upon which these state-
ments nre based,
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DR, ARTHUR E, IDRGAN: iy first stotement covers my roasons
for not taking part in this process,

THE PRESITENT: Again Cheirman ilorgan has declined’bo answer
a straight question, I asked Dr, H, A, Horgan and ilr, Lildenthal if
they wished to make any statement in rogard to these charges.

MR, LILIENTHAL: ilr, President, the reference, the descriptive
refercnce in the latter part of the quotation, obviously refers to me,
Neturally, I certsinly in this prescnce, and novhere clse, care to engage
in a controversary as to my personal desirability, I certainly wouldntt
arguc whether I have a plessant porsonality, Unless we have facts on
wihlch those chafges arc based, I am powerless to answer the accusations,
I have been, Ur, President, and you heve been, trained as a common lav
lawyer. One of the fundemental deesncies of Anglo—American law is that
when charges are made therdghall be an opportunity to respond to those
charges. That' fundamental decency is not zccorded to me at this time
and, therefore, I find no way of responding to vague charges.

THE PRESIDENT: It is perfectly clear to me that the last twro
charges which we have discussed are not charges rolating to differences
in the Bocrd on issues of policy or organizaticn; but they are charges
of intrigue and conspiracy. Therefore, they canaot be separated from
the necessity of answering those specific charges, Today we &re not
going into the question of poliey or probloms of orgenization, on which
there has been &-difference of cpinion in the Board, as theré is in al-
most overy Board charged with conducting govermment affadirs, There are «
+1o0 or three other charpes vhich will not take very long.

DR, H. A. HORGAN: ilay I make a statement, idre President?
THE PRESIDENT: TYes,

DR, H. A, ORGAN: I dont't kmow what those charges are based on,
I do lmow thet for three ﬁ%ars this Doerd vront down the program of the
Valley unanimously, withfH’dissefnting vote. There was nothing eclse for
us to do but to go dowm together, And the Chairman left us on’ the very
lost program of the last three years, Therefore, for my part, ‘we went
on with the program under the plan of the three previous years, It was
after the reappointment of ifr, Lillenthal when this reaction on the part
of the Chairman came to the peneral program of the previous years, As
iy, Lilienthal has indicated, it is difficult to discuss guéstions of
great public interest when persenalities are driven into it.

THE PRESIDENT: The next charge relates to conspiracy. Chaiyman”
lorgen, in his statement on the Berry clainms, said this of the situation:
"o a steadily increasing degrce, however, I have contonded vwith an
attitude of conspiracy, secretiveness and manipulation', Chairmon
Horgan, can you give me facts in substantiation of that charge?

TR, I E. JORGAN: iy first statement covers my attitude.
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THE PRESIDENT: Mr. Lilienthal, are there any facts you care to
bring out on that general charge?

MR. LILTENTHAL: I have only this to say: In studying these
charges that have been made, end trying to find what the poasible basis
in fact may have been, the only time thaet such & charge was mede before
that that T recall comes to my mind. On December 22, I am speaking now
of '37 - I am spelking in memory, At & meeting of the Board, Chairman Morgan
handed to the members of the Board end read & one pege memorandum, in whish
he makea specifically this general charge, basing it I recall on the basis
that Dr. Morgan and myself conferred together prior to the Board's meeting
and concluded with the charge that this was against public interest, which
must cease, quoting now from memory:

"On such & vamue basis and without suomortine facts I find it
difficult to make any resoonse to that, but I eall attention to the fact
the charge has been made and we have heen cognizant of it at least since
December, 1937. Previous to that, we were cognizant of it only by reason
of newspever columists' corments, which, for reasons I amsure ars avoarsnt,
vague assertions were mde, Tn other words, this was an administration of
collusion and conspiracv, and so on."

THE FRESTDENT: The next relates to the aluvinum cowmany contract.
In Chairmen Morgen's letter to Renrersentat've Maveric'kt, he seid "With ref- .
erence to the eluminum Company's contract I feel that the relations of the
T.V.A. to the Aluminum Company hes failed to protect the public interest.
I have protested to the Board repeatedly on this matter". In the context of
Chairman Horgan's letter, which generally charges serious wrong-doing to the
other members of the Board, this statement in the plain interpretation of
the English languuge lends itself to the interpretation of & sinister relation
between the majority members and the aluminum Company. I ssked Chairman Morgan
if that was your intention, and if so, to support a charge with any facts
you may have.

CHATRMAN MORGAM: My first statement covers all that I wish to
say on that.

THE PRESIDENT: Chaimman Morgan has declined to answer the question.
Dr. Harcourt Morgan and Mr, Lilienthal, do you wish to introduce any facts in
relation to this contract?

M. LILIENTHAL: Mr. President, it was my responsibility to nego-
tiate the contract referred to and I should like to respond in respect to it.
In this situation, we know what the charges are, even if there is a decla-
mation to submit the facts to you, because we have in the Board records,
complete exchange of views, memoranda, and otherwise, on the metter. Chair-
men Morgan charges that the Aluminum Company contract does not protect the
public's interest. In other words, that we were dereliet in our duty to 3 wu,
and to the Congress, and to the oublie, iz based on the Board's refusal to
enter inte & contract which the Chairman had urzed over considerahle pericd
which involved the construction by the Authority of the so-called Fontena Dem
on the Little Tennessee River, and instead of enterins into such a contract -
= entering inte repular contracts Tor the sale of nower to the Aluminum Com-
pany of America without any resard to construction b the T. V. A. of the
propesed Fontene Dlem. In the opini‘on of the me Jerity after exchange of views,
the contract proposed by the Chedi-men we felt, would be arainst the public
interest and we therefore dec'ine to asgree to it. Without our arguine the
relative merits of the two contracts, it ia still necessary in view of the
cherge of malfeasence to discuss some of the facts as briefly as I can, which
will show the viewpoint of the majority wes, to say the least, not arbitrary,
not unreasonable, and not contreTy to public interest.
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The contract propessd by the Chairman and by the
Aluminum Company, which I shaell call the Fontena Contract, pro-
vided, briefly, for the sale by the Aluminum Company to the
Authority of its Fontana dem site, owned Ly the Aluminum Company
for a number of years, and a substential amount of moreage
likewise owned by that company at a price of three and a half
million dollars to be payable in secondary power of the Authority.

This proposed controeoct, with which we declined to
agree, also provided for the integreted, what was called the
integrated, operation of the Alunimun Company's three existing
dems on the Littls Tennesses Fiver, integrated with the dams of
the Authority on the Tennessee River snd its tributaries. As
payment for agreeing to integrate these operations, the Aluminum
Campany, under this proposal mede by the Chairman, was to be
assured an esmount of power largely in excess of the amount of
power they sre now able to generate in their plamts without such
integration. Of course, the construction of Fontana Dam, which
is above the Aluminum Company's existing three dams on that sams
river would inorease the flow of those plants and would, in
effect, create a part of this additional power, and the rest of
the excess over thia mddition was an alloesation between the
Aluminum Compeny end the Govermment of the United States of the
benefits of this integration.

Deliveries of power in excess of tho present capacity
of the Aluminum Cfumpdny's plant 8 were to begin, asccording to
this proposed contract, after ten years and continue for the
remeninder of the life of the contract, which was proposed to be
for fifty years. In addition, the contract provided for the sale
of additional blocks of secondary power to the Aluminum Compeny.

Now, it is important in this record to recall, Mr.
President, thet before this draf't of the contract was presented
to the Board of the TVA in May 1937, the Authority had requested
the House AppropristionsCommittee to authorize the mcquisition
of the site and the constructicn of & Fontsne Dam as & pert of
the integrated -~ as part of the unified plen for the developmsnt
of the river.

The House Appropriations Committee specifically declined
to suthorize that snd criticized the proposed tronssction in its
report, and thet Committee's conclusion was supported by the
Congress. Had Congress authorized the construction of the Dam,
the Authority could have entered into the centramct with reasscmnable
essurance that by the end of the ten-year pericd the dam would
have been constructed and the power benefits caelled for by the
eontruct could have been paid for out of the mctual increase in
avel lable power which Forntana Dem's integrated operation would
create. In view of the refusal of Congress to euthardze this
project, signing the contract, we think, would have risked obliging
the Authority to deliver to the Aluminum Company free for over a
period of forty years a large amount of power generated by the
Aluminum Company's other dams.

Chairmen Morgen contended that the matter should be
reopened with Congress. This the majority of the Board considered
to be unwise, since Congress had in effect rejected the basis of
this transesstion. Moreover, the transaction wes prediceted in part
upon the psyment in power for the site, which wes suthorized by a
provisions of ths Act which expired in May, 183%, and is no lenger
effective. To put the deal through would have required not merely
an appropriation and suthorization of the dam but an outright
amendment of the TVA Act, and these steps we regarded as unwlse.
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Thore were other objections to the contract as a ploce
of good tusinuss for the Covernment vhich can be bost explained
by coempering the provisions of the power cantract which we actuelly
signed and which is charged as being contrary to the public ine-
terost, which we will call the "Executed Contract", and compare
that with the so-called "Fontans Controct,

In the first place the Fontana Contract provided for free
pover to the Aluminum Company plus the sale of sccondary power,
The Bxecuted Contrnet, the ono we ontered into, doos not provide
for any freec power and provides for the sale at a higher price than
in the proposod econtroot, as well as sccondosy powors

In the sccond place, the prico for povwer in the vroposed
Fontona Contract had not been scttleds The Authority's represento-
tives had offered povier to sell ot 413,08 por horse power year, while
the Company contonded that the price should only be $10,56 per horse

povror yoars

Secondary power of a poorer quality than this, less useful,
was actually sold to the Aluminum Company in the executed contract,
the one now under attack, ot a price which varies, depending on the
mumber of interruptions, from %12,77 per horse power year to 521,00
per horse poier year. The TVA offer in the proposed Fontana Con—
tract, which Chairman Morgan urged, was al the rate of approximately
two mills per kilowatt hour. The contrsct we actually entered into
for a poorer grade of power will average approximately 2.5 mills per
kilowatt hour,

ind then there is this extremely important matter, which
tool: a great deal of study and deliberation %o ascertain and on
which Dr, H., A. lorgan asked for extended memeranda from the engineers
to clarify this extremely complex proposal. The contract urged by
Chairman Morgan rocognized the right of a privaie dovm—stream owner
of 2 dam to the full benefits of headwnter storage by Govermment dams
above, a principle which is contrary to that provided in the Federal
Water Power Act, In the opinion of the majority of the Board, this
was an unwise and wnnocessary concession, which in my opinion we had
no right to make, after deliberate consideration, on a fundamental
mattor of prineciplc,

On May 26, 1937 I had ono of 2 scries of conferences here
in Washington with Mr, Arthur V, Davis, Chaimman of tho Board of the
Aluminum Company of Amoidica, with respoct to the contract that was
finally cxecuted. I should lile to read one paragraph vhich i1lumi-
nateg this cxtromely important fundamental question on the conserves
tion of our water resources in this countrve

I am quoting neow from this memorandum and I should like to
gubmit the entire momorandum aftorwards, "I dndicated" (to Mr. Davis,
of the Aluminum Company of Amerdica) 'that thore was a scrious guastion
in law, as I understood it s to whethoer the Gevermment projoct is
obligated to compensato"—thzi being the theory — "for !benefits!
wnder th go circumstances, althoush it was clear that wheore honefits
wore conferrcd by the Governmont on a licensed private agency the
benefits must bo componsated for,!

The Aluminun Company projocis arg not licensed under the
fedoral statutes, I said to Mr. Davis, "that usder the action of
the Board pertaining to this negotiation, I was nol authorizud to
go boyond the matter of power sales, nor were any of the Authority's
representatives so authorizod.!
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Finally, the Fontana Dem, the proposed Fontana Dam, is
8till pert of the unified plan which the Board rocommended to the
Congress in March of 1936 and it will be constructed depsnding
on Congressionsl tuthorization. Nothing in the power contracts
we actually entered Into forestalls this development or forestalls
the possible luter unified operation of the Aluminum Company's
projccts and the Autherity's projects, provided en cgreement can
be worked out which protects the public's interest und particularly
this important principle referred to.

In tlie meantime the existing arrengements under the
contract under attuck, protects the Authority asgainst the gift of
power and the sale of powsr without adequate compensation, and
the Board's angineers tostifisd at = Bouard meoting ut which the
executed contract was opproved that this contract, if entered into,
would aid flood control in the Tonncssce Vallaey,

I have summarized these proposed contracts urged by
Chairman Morgan, and vigorously urged, not for the purpose of
proving Chairmen Morgan wrong in urging thut the Authority proceed
on o different busis with respect to the Aluminum Company, but
merely to show thet ihe Hoard scted with remsonablencss and con-
sigtently with public intersst.

THE PRESIDENT: ke will resume in one hour, at twenty
minutes past two. v

(The Hearing wns resumed at 2:30 o'clock P.M.)

MR, LILIENTHAL: Mr. President, previous to edjournment
I expressed the desire to add to the record the memorsndum of =&
conference betwean Arthur V. Davis, of the Aluminum Company of
Ameriea, and myself, representing the TVA, dated Muy 26, 1937.

THE PRESIDENT: (Examining memorendum) Memorandum of
conference between Arthur V. Davis of the Aluminum Company of
America, and David E. Lilienthzl of the Tennessee Vulley Authority,
accepted. i

Exhibit 25:

Memorandum of Conference between Arthur V. Davis, Aluminum Com-
pany of America, and David E. Lilienthal, Tennessee Volley
Authority, Wednesday, May 26, 1937, at 3:00 P.M., in the Wash-
ington Office of the Tenneasee Valley Authority.

Mr. Davig stated that before discussing the draft of the
proposed contracts for power seles, he would like to know my posi-
tion on the construction of Fontunu. I repented the substance of
my statement to the House Commitiee on Appropriations on this subject.

Mr., Davis thon stated that Mr. Crowden on behalf of the
Company had discussed certain plons with Mr. Bock for the construe-
tion of damz on two sites owned by the Aluminum Company--ths Nanta-
hals and Glendale projecta. He stated thet before discussing the
power contract (the stated subject of the meeting) he would 1like
to imow LI there was agreement on principle as to the payment to
the Aluminum Company in power for the "benefits! aceruing to TVA
at the varlous doms lying dosmstresm from the Aluminum Company
dams, arising out of the storage of water by the two new projects.

I indicated thot there was serious guostion in the luw
as I understood it nas to whether o Government project is obligmt-
ed to compensate for "benefits" under these circumstances, although
it was elear that where benefits were conferred by the Government
on a licensed private agoncy the benefits must be compensated for.
I scid that under the action of the Board pertaining to this ne-
gotintion, I was not authorized to go beyond the matter of power
snles, nor wers any of the Autherity's representatives so author-

ized.
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Exhibit 25 (continued):

Mr. Davis stated that whether he would be willing to
buy power et a particular price might depend upon how ths Hoard
decided to exercise its powers under Section 26a, as to "benafits"
ete, 1 sald that I thought this would be an ambipuocus position to
take before the public, as it might very well seem a bargaining for
or purchasing of regulatory epproval; but that of course his views
on the matter would be placed before the Board, not only &s & re-
sult of this disoussion, but sleo through the heerings on his ap-
plication for approvel of plans under Section £6a.

We then proceeded to a discussion of the power contract.
He thought that the representatives hed agreed on a division of
40,000 run-of-stream and 20,000 firm, but upon an explanation,
appeared ready to sgree to a 30,000 - 30,000 divislon.

On the tenure of the agreemont I suggested that perhaps
a five-yesr term would be better than a ten-year term inasmuch as
other industries producing soll building materials might require
the power in the future, and that TVA had an cbligetion in that
direction. I thought he could cperate unde: a short term arrange-
ment becsuse he has alternate sources of supply on the Little
Tennesees. Ten yerrs he Telt to be a minimum., I also indicated
that the Board might not feel it should sell as much as 50 per
cent of nll of our remaining secondary power ‘o one concern, sinde
it might be deemad e form of diseriminetion epainst other indus-

tries and othor sections,

As to price, the rates were explaired by ifr. Swidler, but
My, Davis mede no comment and asked for furtper conferénce Thursday

pt 11:00 A. 1.

A, E, LORGAN: May I speak a minute in reference to this ons. The
statement with reference to the Aluminum Company issus contains
gignificant and vital inaccuracies, misrepresentations and omis-
gions. It iz a long, frapmentary, techniesl statement and 1 think
elearly indicatss the futility, ms a feet finding process, of such
a meeting as this was intended to he.

THE FRESIDENT: How long would it take you, Chnirman Morgsan, to
pregent what you consider to be the correet fects in regard to

this memorandum?
A, BE. TORGAN: I haven't any statement on thet row.
THE PHESIDENT: You do not went to present one to the President?

A. F. MORGAN: T haven't any further statement to make, I think,
than I have made.

THE FRESIDENT: Befors I go on withlthe seventh charge, I want to
meke two matters a little more clear. Lest there be any thought
that any injustice lhas been dono to Chelrman Morgan in asking him
to be here todey and to answer questions relating to facts, I make
the statemsnt thaet the declsicn to hold this hearing wes not moda
until the morning of Tuesday, March sighth., By MNoon Szeretary
MeIntyre started to get in touch with the thres members of the
Authority and the record shows that Chairmen Morgan received such
notification by that afternocon., The decision was cormunicated to
the press at the press couference the seme day. Neither of the
other members of the Board had ary advence notice of this hearing.
They were on exactly the same basis of information as to the hear-
ing a8 the Chairman. I knew, of course, that the Chairman had been

in Florida for some weeks, I think --

M. A. E. MORGAN: Yes,
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THE PRESIDENT: ~-- But assumed thaot becuuse he hed made the stetemsnts of
Morch 3 and March § from Florida thut he hod mede those stotements on the
baslas of facts in his possession nt that time., As o moetter of faot,
therafore, for the purpcsss of this henring I rasumed, I think with jus-
tifieation, thnt Chalrman Morgun knew = grect deml more sbout the alle-
gations =nd cherges than either of the other two members, and would be
prepared toduy to snawer questions in regard to tha chnrgas,

I cannot emphasize too strongly, and I thin« in the public
interest, that Chairmun Morg:n should be willing to participate in thia
inguiry to ascertain ths truth of the personal charges that are here
invelved. It should be made olear that until these charges of dishonesty,
of lack of personel integrity, snd of personal misconduct in office are
definitely removed from the reelm of controveray, there can be no con-
atructive inguiry by me or by anybody else into power poliecles, navigation
policies, fertilizer policiss or mny other policies of the Tennessee
Velley Authority. A1l of us who wint those policies considered cnd even
reviewsd on their merits ought, a8 n matter of public duty, to ocooparate
to dispose immediately of these personsl attacks in general form which
only obacure and econfuse fundamental issues of policies.

Chairman Morgan has offersed the thought that the Davis memorandum
containg inaccuraclies. I do hot see how, in the shbeence of a statement
as to whet those insccuracies are, it 1s possible to get much Turther.
I have @msked for m list of the inaccuracies. Chalrman Morgen has declined
to give them to me. I now ask Dr. H. A. Morgen snd Mr. Lilienthel if they
want to say enythina further in regerd to the charge of inacecuracies which
has been maede without specification.

MR. HARCOURT MORGAN: I heve nothing to say.

MR. LILIENTHAL: I have nothing to say.

THE PRESIDENT: We now come to the finel charge. Chairman iorgen in his
stotements on the se-cnlled Berry clolins ssid thet the situation 1n the
TV4 Boord was not dus primerily to differences in power poliey or to just
another family quarrel, but the renl difficulty was to secure "honesty in
government"., He stated, "The Berry marble canse as I have sald is en
instunee of this difficulty™. He thus cherges that there ere other instonces
of dishonesty, thaot 1s obvious from recding the English lengusge. In hie
letter to Represantetive hieverick in spesking of the present TVA situs-
tion, Cheirman Morgen ssid, "In my opinion, good zovernment and the welfure
of the TVA demand thet the situation be eleaned up 2nd that standards of
openness, fairness ond honesty shnll prevail® I am compelled to ask
Chairmen Morgan what instances of dishonesty hu had in mind when he mada
those statements.

my first statemen

CHATIRMAN MORGAN: jty reasons for not answering further were included in

THE PRESIDENT: Chnirmun Morgsn declines to answer the question. Dr. H. A.
Morgen ond Mr., Lilienthel, have you anything you want to say on that
guestion?

DR. H. A. MCRGAN: Not without = statement by the Chuirman.

THE PRESIDENT: Commencing over & year ago, Chairmun Morgsm meds & sorlss of
stotemants that seemed to attack the propriety of his collespguss' conduct,
atotements which they have regurded as impugningtheir personsl integrity.

The Cholirman's public utterances hove culminated in the lasat few weasks with
stotementa that unmistakenbly ond unequivecably atteck the motives and per-
sonal honor and integrity of his colleagues in dischurging their publie dutiez
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Generally speaking, I think it is only failr to say to Cheirmen
Morgen that these statements on his part must be interpreted as

& whole and that in that effect ther place a heavy cloud net only

on other members of the Board but also cn existing important opera-
tions cf the TVi. The press, ss you know, has been practically
unenimous in solely interpreting your attitude as reflected in your
tublie utterances. There has been no correction nor retraction cn
your part and I think, Chairman Mcrgen, thet you have & heavy
responsibility to the government end the publie to support now the
poaition that you have teken and there has besn so universally
ageribed to you and therefore I must ask you agein whether you have
any other facts that you hed in mind when you madethese charges of
dishonesty and lack of integrity and in broadcasting them so widely
and then in acquiescing in the interpretetion that hes been univers-
ally placed on them,

CHATRMAN MORGAN: T have nothing to add to the first statement I
made on thet point.

THE PRESIDENT: It is not my desire that this inguiry should be in
any sense uni-leteral. Dr. H. A. Morgen end David Iilienthal, you
also have made charges against Dr. Arthur Morgean, charges that re-
late to obetructing thes carrying out of the decisions of the Board,
You made your charges not public, not to the press, but to the
President in his officiel cepacity. Those charges were sent to me
under dete of Jenuary 18, I think i1t wes. I msk thet they be identi-
fied and mede prrt of the record. They were printed in the New York
Times, Merch 5. These charges were not mode publisly but were made
to me. It is true that the mojority of the ambe-s of the Board

did not meke them public but that T chose tn mal'e Lhem publiec after
Chalrmen Morgan hed made repented publie chavies -gzeinst the major-
ity., Thesec charges by Ur. H. A. Morgen ond Mr. 7:'ienthal do not
necessabily reflect on the personal integrity of Casirman Morgen

but they do reflect on his willingness to cooperate in decisions
reachad by the Board in the manner presoribed by law. These

charges sgeinst him are equally serious, particularly as they suggest
that Chelrman Morgan is obstructing the work of the Board and has
cooperated with interests which mey be edversc +¢ the interests of
the Tennegsee Valley Authority. These cherges, w.ilz not reflecting
on Chairmen Morgan's parasconal integrity, do impute misconduct in
office to Cheirman Morgan. The cherges go so far as to sssert that
his "opposition and obstruction have cccupled w!rtually his entire
time to the exelusion of his attendsnce on Boerd meetings". I am,
therefore, obliged to ieke note of thess cherges =nd espeslally to
taeke nota of them by virtue of the investigator: puwers conferred

on the FPresident by Scetlion 17 of the fct, Tc %o 1 ask you for
substantiation of the cherges, I remind you aeain that I am not
concerned at this inguiry with maetters of policy or of organization
but I am concerned with your chorges that Chairwen Morgen has im-
properly obstructed the work of the Bosrd. Ar *=us charges against
him are couched in general terms, I must now ezl ¥ou also to give

me specific evidence to support each of the févyi=el charges snumerated
in part 3 of your memorandum to me, I think ov.oybody has seen a
cony of thrt memorandum. There is about a pag: of generasl charges,
The first specific cherge is: "It is not permissible es Arthur E.
Morgen has done repsatedly in publie stetements to attech the personal
motives in good foith and the pure integrity o hles mssocistes on the
Board - not by associotes' direct charges. Vhet sre the fects upon
which this genernl cherge is beasd?
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DR. HARCOURT A. MORGAN: Mr. President, commenoing over a year
ago, Chairman Morgan engaged in what we regard as & campaign of
attack upon the personal motives and the integrity of the other
Directors. This was done in the form of widely eirculated public
speeches and articles. However, to support this charge are, of
gourse, the actual published statements, some of which you refer
to -- many of which you referred to, this morning. I haverhera &
1ist of them, as well as coples whieh I shall submit for the I
evidence,

THE PRESIDENT: This list of spesches and articles contains five.

T 1ist the five in the hearings by name end the actusl articles

are appended, I do not think the record need copy all the articles.
They are availabla,.

MR. EARIY: TIdentify them but do not inolude the text.

THE PRESIDENT: Identify each of the five by the Exhibit number;
the text need not be copled but is available.

Exhibit 26: Remarks of Arthur E, Morgan, Cheirman of the
———  —— 7.V.A, a5 chairman of a discussion on power
at the snnual meeting of the American Econcmics
Association, December 30, 1936,

Exhibit 27: Articls in the New York Times of Jenuary 17,
—————— 1927, headed as follows: "Dr. Morgan pleads
{or 'Cooperation' with the Utilities".

Exhibit 28: Tennessee Valley Authority release to aftermoon
——— opapers April 25, 1937, entitled "Multiple Fur-
posa River Control".

Exhibit 29: Article in the Saturday Evening Post, dated
—_—  hugust 7, 1937, entitled: "Yardstick -- And

What Else," by Dr. Arthur E. Morgan.

Eyhibit 30: Article in the Atlantic Monthly, dated September,
1937, entitled "Fublie ownership of Power" by
Arthur E. Morgan.

D%, H. A. MORGAN: These speeches and articles are largely taken up
with policies and issues with which the T.V.A. is concerned, Our
charge, however, does not in anywny question Chairman Morgen's
rignt to express views on these matters differing from those of the
majority. Our charge challenges the Chaimnan's statements only in-
sofar ps they sttack the personal motives and the integrity of the
majority by wholly uneupported innuende, indirection, and aspersion.

To illdstrate, Mr. President, the method that Chairman
Morgen has ussd, I should 1ike to refer to & fow guotations, and
here T resd from soms of the passages quoted in the Atlantic Monthly
to which you referred this morning:

"The writer is a minority member of the Board of Directors
of the Tennsssee Valley Authority, of wihich he is Chairman. In im-
portant respects he differs from vhat he judges to be the sctual
powar poliecy of his nasocintes, This statement, therafore, reflects
his personal views and not the working policy of the power lssua.
Weither does it undertake %o oriticize in detail what the writer
believes to be the improprieties of the policy™.
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Quoting agaln, "If the Tennesses Valley Authority Act is
fairly interpreted and administered, it cen mark & great advance in the
planned and orderly development of a great river aystem. In many ceses,
raferring to the Tennessee Valley Authority - - -

THE PRESIDENT: (Interrupting) Let me interrupt: Did that
quotation say "fairly sdministersd™?

DR. HARCOURT MORG/N: "Fairly interpreted and administered”.
THE PRESIDENT: "Fairly interpreted and sdministered®.

DR. HARCOURT MORGAN: Quoting asain, in many cases reforring
to the Tennessee Valley Authoritv nrofects, "Some larpe dam can serve
for navisntion control, flood control and for mower; if the omemation of
such a aystem ia in the hands of persons interested onlv in power, such
g8 multiple purpose project can he ebused, merhawa with serious resulta.
For private interesta to try to force 8 high arice by ohatructive litiga-
tion or for public men to try to securse an unressonebly low price by threat
of dupliecaotion or dismemberment leads to suaspieion, conflict, mand sociml
woate.

FRESIDENT: In other words, om I correct in this, that your
Hllﬂsutlpn there i8 thut by that lenguage Chuirman Morgan is, by imputation
or innuondo ehorging that these dams wnd nrojects are not being run for
maltiple purposes but only for power purposes?

DR. H. A. MORGAN: I so interpret it. Io the continuing quo-
tation is evidence. In the cperation of the "public yardstick™, which is
in quotction, "Systems, thero should be no hidden subsidies, no undis-
closed Government assistance to locel public power systems. It is due
both to private invostors and to municipalities which considering their
powur systems that full and sctudl cost of service be publicly disclosed.
If there is Covernment subsidy, it should be in the open”.

THE FRESIDENT: Agoin, on that, am I right in seying the allega-
tion iz thot thot languags, by imputation or innuendo charges that the
members ore quilty of giving hidden subsidies or Goverhment subsidies
without disclosing ths fact to the public?

DR. H. A, MORGAN: Moy I answer thuat in the concluding statement?
The point of these remerks wos not missed, for the artiele wes immediately
slezed upon by the utilities attacking the authority in 8 so-called letter
of roebuttal in the contributor's column of the same issuo of the Atlantic
Monthly. - Mr. Willkile commented ma follows:




How York City
Dear Atlant 15*“'

In his srtiole for the September number, Dr. Morgan refers
to two sbuses in the utility industry which would be impossible of
repetition under present luws. One of them is the type of extravegant
financial promotion represented by the Insull affeir, which is an
almost inevitable mccusation in any erticle directed against utilities.
The other has to do with the excessive charges which Dr. Morgan states
are frequently rendered by service companies.

The relationship between the service company and the operating
company is mnow thoroughly regulated under the Public Utility Ast of
1938. -In The Temnessee Electric Power Company, the charges of the

‘mutually owned, non-profit service company represent five sixths of one
per cent of the company's gross ineome == sn smount so small that its
total elimination would not affect in the slightest the cost figures of
labor, taxes, interest, or materials and supplies which I set out in my
original article and upon which Dr. Morgen corments. Likewise, the
elimination of every officer's salary in the entire system would amount
to only a fraction of one per cent of the compeny's gross and could not
affect the conclusions to be drawn from the figures cited. Heither the
Federal Trade Commission nor eny other commission or investigating
bedy has ever claimed that there wes a dollar of overcepitalization in
The Tennesses Electric Fowsr Company. The Tennessee Elsctric Power
Company keeps its beoks in striet compliamnce with the rules of the
Federal Power Commission, and the Commonwsalth and Southern Corperatien
keops its books in mcoordance with the repulation of the Securities and
Exchange Commission. Therefore Dr. Morgan's quegtioning of the figures
cited must have been made without examination of the facts. Thare are
no intermediste holding companies in the Commonwealth and Southarn
Electric System.

Dr. Morgan, a publie officiml, questions the honesty of other
public officials. If he is correct that stete regulation has failed
through corrupt public officials, then he doubly warns us against the
adoption of public ownership, where the oprortunities for corruption by
public officiels would be greatly multiplied.

Dr. Morgan makes one cherge whieh I must mcknowledge. He
charges the Alegbama Power Company with propagende ageinst the public
ownership of power. To state that thus the Alsbama Fower Company is
"taking awey from the American people the long-estgblished right directly
to mdminister essentisl public services' is as logical as to say that
Dr. Morgen's article or 'propeganda' in favor of public ownership is
taking sawey the people's right to privete operation of industry.

I am, of course, in entire apreement with Ir. Morgan when he
states that 'it is coming bto be the recognized duty of* manegement to
provide the widest and best possible service at the lowest possible
cost consistent with & fair peturn.' I think the industry has well
deserved his praise for 'its excellant technical work,' and for the
fact that the lerger part of its invesiment is ‘'prudent, necessary,
honestly madae.'

Dr. Morgan is the only povermment official of stending who
has had ths courage to state that 'in the operation of publis "yard-
stick" systems there should be no hidden subsidies.' He of course
would net say this if he were not conscious that such exist. Unfor-
tunately, he has not carried the desisien in the councils of those who
control government power policy or the TVA.

Dr. Mergan stated that ome of my proposals -- i.e., that of
the Powsr Pool, supgested by President Roosevelt -- was "too vague to
be conelusive.' I think that that is probably a Jjust critiecism. It
was my hope that the Fresident's propesal would become much more
specific as a result of the power conference called by the President
last autumn. Unfortunastely, however, that conference was terminated
by the President a short time after engineers on both sides had started
their research into the details of a pooling agreement. It was reported
at the time that a mejority of those metive in the government power
programme wanted, not cooperation with the utilities, but their olimina-
tion. If we can get back te the cooperatlive attitude, it should not
be difficult for reasonable men to settle the problem in a reasonable
way .

Faithfully yours,

Wendell L. Willkie

= - —_—
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DR, HARCOURT A, MORGAN (Contimues): "Dr, Morgan'is the only
romental official of standing who has had the courage, the courage |
with emphasis), to state that in the operation of public yardstick systems '
there should be no hidden subsidies, He, of course, would not say this
if he were not conselows that such edst,” The implication is very clear,

THE PRESITENT: In other words, in order for that letter from
Mr, Willlde to the Atlantic Monthly to have appeared in the same issue
as the original article, it was necessary that lir, Willkie have a copy
of Chairman Morgan's article before it was printed and have the oppor—
tunity given him by the editor to write a letter in regard to that article -
before the article was published, Correct?

DR, H. A, HORGAN: Correct, And in no case was the statement
for this article ever submitted to the board, "Unfortunately, (Continu-
ing this same quotation) he hes not carried the decision into the '
councils of those who control govermment power policy or the TVAM, lr,
Willkie continues the statement, "Dr, Morgan, a public official, questions
the honesty of other public officlals, If he is correct that regulation
has failed through corrupt public officials", corrupt public officials
(vith emphasis), "then he doubly warns us against the adoption of
public evmership where the opportunities for corruption by public offi-
cials would be greatly multiplied",

MH, EARLY: A1 of that is quetation? :
DR. H, A, MORGAN: Yes, that is the end of the quotation, l

THE FRESIDENT: Chairman Morgan, do you wish to say anything ]
in reply?

DR, A, E. IORGAN: Yes, lay I see a copy of this, please?
I have no data whatever with me, iay I see 2 copy?

THE PRESITENY: Yes,

DR, ARTHUR T, MNORGAN: Not the article but the charges of the
two members of the board, the letter of January 13,

DR, H., A, YORGAH: That will be I'EFﬂr't-ad in the IJIiTIl:Lt-GS.

MR, LILIENTEAL: That is that mimeographed statement,
iR, BARLY: Oh, I have copies of it. i

IR, He A, EDRCAH: I take 1t that is a copy of the published
statement,

MR, EARLY: Thls 1s a copy released by the TVA.
‘IR, H, A, MORGAN: Teleased by the President,

THE PRESIDENT: This was released at my request on Tuesdey
aftornoon, last,

DRe A, E. MORGAN: Yes, There are only two or three things that
in presenting to the press are so misleading here that I think I must com—
nent on them, One relates to the last statement about the dishonesty of
public officials in I, Willlde's caments. That is a comment on certain
publie servant officials who are corrupted by utilities, and the context
shows it, It is not roferring to Temnessee Valloy Authority at all, but it
vias in my discussion of the necessity for disciplining the utilities that
they had at times corrupted public utility officlals and that is what Ur,
Willkie refers to which is the significant point,

THE PRESIDENT: Did you have any communication with lir, Willkie
vith regard to your Atlantic lionthly article?



-5 =

IR, /RTHUR E, IORG.MN: T hod no communication with kir. Liillkie or any
kind or any way. He did not get his copy from me. That was furnished
him by the itlantic llonthly, I suppose. /lso it hes been inferred thot

I hed & copy of his poper. after my erticle was in page proof, his
succedding articls was sent to me and I made two or three interlineations
after my article was substontially completed and wes in page proof. Then
I sew his and mede one or two interlineations efter my articls was sub-

stantislly completed. I saw his as it ceme from the atlentic Monthly
to me, That has not been cleared.

THZ PRESIIENT: In other words the jitlantic-Monthly sent you your article
to him and when his reply or addition wie sent to them they sent that

to you?

DR. ARTHUR ¥, MORG/N: The situntion is this. When -- I think that
his article sppesars before mine, You see.

MR, LILLIENTHAL: That is correct because you referred to 1t in your
article,

DR, ,RTHUR E, MORC/II: No, thet is not the cese. My article appsared
before his. My article hed been submitted supposedly completely., I
corrected the gaolleyproof. It was in page proof., snd when it was in
pege proof, I haeppened to be spending o few days in Mossachusetts, neer
Boston, on othsr matters entirely end the Editor of the itlentic
Monthly sent me that and told me if I could get the copy to his office
by two o'cloek the next afternocon there would be opportunity for me

to comment on Mr. Willkie's article. !Mine wes in pege proof, the leat
day before it went in. That was how I happened to receive pege proof.

THE FRESIDENT: But he must have had a copy of your article before he
wrote his letter:

DR, ,RTHUR B. MORG.MN: But his letter was not his articla.
THE FRESTDENT: I o telking sbout his letter.

DR. ARTHUR MORG.M: The stlantic Monthly sent o copy of my article to
him end he commented.

THE PRESIDENT: Did you see & copy of his comment?
IR, ARTHUR E. MOLGIN: No.
THE PRESIDENT: But, you saw & copy of his article in the next number.

DR. ARTHUR E. MORG.M: Yes. There is one other point that I want to
mention.

-,
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his attendance upon Board meetings". That is an incorrect statement,

CHATRMAN MORGAN: I would like to quote one statement ,
that was quoted by D, Harcourt Morgan, "Arthur Morgan has in-
creased both the scope and intensity of his attacks upon majority
action untidl in rocent menths this opposition end obstruction
have occupled practically his entire time even to the exclusion of

HARCOURT MORGAN: TIn comnecticn with the Chairman!s
statement I should like to sutmit my evidemce, the resclutions of
the Board of Awpust 31, with reference to this article and —

THE PEESITENT: I think those are in already,

CHATRMAN MORGAN: At various times members of the Board
have been absent from meetings for considerasble periods, On ons
cccasion cne of the other members was absent five months in the
year, and in other cases members have been absent for considerable
rericds. It has been my custom to inquire of Board members or of
the General Manager of his office whother a meeting was desired and
my calla for meetings have been very few because those calls heve
gone through the genoral managorts office and have been left to him,
I might say when recently I did cell for a mecting that call — the
meeting did not come as called by mo but by all throc membors of the
Board, It was taken up with tho other two — if I and one other
member are present at Knoxville wvery often it is not feasible to got
a mooting; if tho othor Ywo members are prosent it is feasible to get
a mecting, I am in an advorsc peosition thoro.

As to carrying on the work of the Board, especially re—
cantly the Board meetings have been largely comparable to this
meeting where I was on trial, They have been quite similar in
appearance to this meeting and there has been a piling up of records
and terms against my record, That has been to & very considerable’
extent, Aside from the routine of the Board we have no diffdculty,.

THE FRESIDENT: Are records of those meetings kept?
CHATRAN MORGAN: Yes,
THE PRESTIENT: Stenographic records?

CHATRMAN MORGAM: Mo, that has stopped. They are not
kept. My attendance at a meeting in which the vole on any con— °
troversial matter is all arranged beforehand is scmewhat Llimited,
There is a vast amount of worlk in the TVA., The way din which I
can mogt effectively work is a matter to some extent of my ovm
Judgment. I am keeping up even when away from Board meetings, I
em leeping up with the curfent work of the Beard. Material is sent
to me if I do not happen to be in my office and I find under present
conditions I can do more effective work in public servieo and for the
TVA where I can have quiet and ne antagonism. I can be of morc service
than if in formel meetings., I am serving the TVA as best I can with
my ovn judgmont, with all my time and energy oxcept durding a perded of
111nesg recently.

And the statement that opposition and obstruction have
virtually occupied my entire time is complete inacouracy and to
indicate that I am net giving mjr time and cnergy and judgment to
the TVA is an entire inaccuracy. '
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THE PRESIDENT; Ohairman Morgan, you have just said
scmething to the effeot that decisions and policles are arranged
and decided on befors a meeting by the two majority members. I I
take it thet on any board of management, that the members of a
board of mansgement or administration have a perfect right to
consult together before a meeting, to decide on policy, whether
it be & privete corporation or & govermment agency, and thet that
is common practiceé, You hawe had the same opportunity to consult
with each of your fellow members before me as they have had to
consult with each other, I8 thet not true?

MR. A, E, MDRGAN: The statement I have just made was to
refute the implication that I was no longer a member of the Board
and that T hed ebandoned my duties,

THE FRESIDENT: Thet does not answer the guestion. |

MR, A. E, MORGAN: I dintroduced the statement st thet
tims to relisve thet false impression, Beyond thet I do not went
to go eny further, I want to rely on my origlnsl statement. I
made that partioulsr stetement lest it be inferred that I hed
rractically sbandoned my duties. "

THE FRESIDENT: Did you not have the same opportunity to
confer with your fellow members before a meeting or during the
mestings es they hed to comsult with each other?

CHATRMAN MORGAN: No.
THE PRESIDENT: Why? v

ARTHUR MORGAN: Thet 12 a long story. I don't think
I should enter into it here. '

THE PRESIDENT; There ogein, Chairmen Morgen, you heve,
in making the verbel statements which you hove just offered, im-
puted improper methoeds of discussion between Borrd mesmbers beforo
me., Did you mean to do thrt?

ARTIOR MORGAN: I prefer to limit my stetements to in-
diente thet I heve not in mnny vay withdrevm from the notivitics
of tho Board ond T wish theforee of my stetements to be limited
to that, That point I wanted to make very clear beceuse other-
wige --

THE FRESIDENT: (Interposing) You have imputed im-
proper methods of consultetion in what you have said.

ARTHUR MORGAMN: Only whore necessary to indicate that
T have been performing my duties to the TTA. I dontt want to go
any further than that.

THE PRESIDENT: You made an imputetion. Do you stand
on that imputation of improper practices?

ARTHUR MORGAN: Yes.

THE FRESIDEIT: You are not willing %o state what they
ara?

ARTHIUR MORCAN: Not at thia time and place,

MR, ITLIENTHAL: I assume that at the proper time there
will be en cpportunity to enswer the additional charges thaet have

been made in this meeting?

THE FRESIDENT: Yes.

ARTHUR MORGAN: I have made no additionasl cherges in this
meeting,

THE PRESIDEMT:; Chairman Morgan, I must disagree with
you in the stetement. You have mede an additionel charge of im-
proper practices on tho part of your twoe colleagues, that of
making improper decisions and of eonferring together in an impro-
per manner before Board meetings. |
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ARTHUR MORGAN: I made those same charges publicly,
There 15 nothing new in thosc chargoes, Thoy arc the samo,

THE PRESTIENT: You are not willing to specify what
those chargos arc? '

ARTHUR MORCAN: No. I can only say that T have added
nothing,

THE PRESIIENT: Vico Chairman Harcourt Morgan has
offercd this oxhibit, resolution of August 31, 1937 rclating
to the Atlantic Monthly article.

The oechibit, numbored 32 (previously identi-
fied in the record) rcads as followss

Exhibit 32:
e —
TEINESSEE VALLEY AUTIIORITY
Knoxville, Tenncssco
dugust 31, 1937

L]
WHEREAS, Arthur E, Morgan, Chairman of the Board
of Directors of the Tonnesseco Valley futhority, in an article
entitled "Public Gwmership of Poveort s @ppearing in the Septomber
issue of the Atlantic Monthly, has impugned the integrity of
the Temnessec Valleoy Authorisy and the honesty and motives of
its Boerd of Dircetors; and

WHEREAS, It is recogniscd that cach member of the
Doard hes the duty to opress his opdnden upon overy quostion
presonted for action, and the privilege of cipressing his
dissent when his vicws do not prevail, nevertheless attacks, such
a5 those in the article roeforred to, on the honosty and motivos
of associates who hold contrary vicws 3 arc inappropriste to the
discussion of public affairg, handicap administration, and are
alien to the best iraditions of public sorvice; and

WHEPEAS, A duc rogard for the responsibility of admin—
istering this project precludes the Authority from answering
attacks of this character in the forum which Dr, Morgon has
chosen; thercfore, lest the Authorityts silenco bo interproted
oe zequicscance in the use of the aforcssid methods,

¥

EE IT RESOLVED, That the Tennossco Valloy Authority
hereby disavows such methods in the discussion of its problems as
injurious to the projeet and to the public intorest,

"""d
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MR, HARCOURT MORGAN: I should like to ask the Chairman,
Af permissible, to whom he refers as being sbsent from Bourd meet-
ings five months.

THE PRESIDENT: Teo whom do you refer?

ARTHUR WMORCAN: To Mr, Harcourt Morgan. Not in one period
of time but in the course of a yesr.

HARCOURT MORGAN: T would like to explain that situation.
I think you ars possibly informed of my very serious illmess. I
was in a hospital for more than three months. I can give you the
dates, The last date that I was present in August 1936 was Auzust
11, I was then threatened with & nervous conditlion end I went away
and came back on the tenth of September. At that tlme I was
threatened with a serious carbuncle on the back of my neck. I went
to bed. A Board meeting was called on the 15th of September, I
fthink, and contrary to the doctor's direction I got up and went to
thet meeting.
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HAROOURT A. MORQAN (continues): And then wen® home and went
to the hospital. If I recollect right I didn't get out of the hospital
until the last daya of November -- three weaks of that period it was a
question of which way I was to go. Durling the convalescence in December,
during which time I had & nurse in my home, but carried on -- that is,
authoritative activitiecs with representatives of the staff and held two
meetings. Two meetings were held Jurinz December in my home ocut of
deference to my condition. I was unable to po to the office. I was
unable to go to the office until some time in Januery ond the first
meeting I attended in January was on Jonunry 15. I think thaet explana-
tion of the Chairman's statement is essential,

CHATRMAN MCRCAN: I'd like to add, there woe no infTerance
whatever of undesireble evidence,

HABCOURT A. MORGAN: It still is an open statement without
any comment .

| CHATRMAN MORGAN: Thet is correct, but my implications that
! that same rlexibility should apply to all members of the Hoard.

THE PRESIDENT: The next allegation on the part of Dr. H. A.
| Morgan and Mr. Lilienthal in the memorandum of January 12, reads as
' follows: "It is not permissible for Arthur E. Morgen s an expressicn
of disagreement to engage in unsupported attacks upon the integrity,
professional ethies, and competence of key members of the staff and to
harrass and interfere with them while they are carrying ocut duties
resulting from decisions duly arrived at by a majority of the Board of
Directora."

: or. }hruourt ¥organ ‘end Me, Lilienthal, upon what facts was
this chearge made?

MR, LILIEI‘?I‘HAL Mr. President, this is an extremely g;l:'a'ira
l::harge and presents s situation -- e geries of Tacts which are very
distressing -- were very disruptive, and which to explain requires an
extended statement of faets. I hope that in view of the i_mpnrteme
and gravity of the cherge that we may have an opportunity to state
this matter in the detall which it deserves. The Tirst set of facts
upen which thls charge is predicated rolates to the attacks upon counsel
for the Authority during the trial at Chattanooga, Tennessee, ot the so-

SEE flcalled 18 'utilities case, which, az you reeall, was an sttaek upon the

HOTE ON||constitutional walidity -::-i the Te.-nnasaee ‘L’n]_‘le:r Authority Act. This

C OVE f/pgl | 1nstance is illustrative of the type of opposition -- of disruptive

S M ey opposition from within the Authority from which we have auffered -- from
which the T.V.A. project has suffered -- from Chairmen Morgan in varyving

Acconpany| | degrees, Because it is g0 serious and so illuminative of the Adminis-

NG trative prohlnmﬂ wilth which we are cnnfrnntad, I should 1like to submit

EFRIITH] 0o an Exhibit to this statement & completely documented file, rather
extensive, which gives the entire story and dedionstrates, I think un-
questionably the aceuracy of the general charge which I shall nutlina.
The full significance of what has occurred in this instanee csn only bec
eppreciated from a study of this donuniantar:,r record, and everything that
1 shall say is based upon this record, I find that in this record --
in this file -- there are one or two memoranda from Mr. E. L. Chandler
to Mr. James Florence Fly, dated sometime in November of 1937,
which have been omitted from the riles. I find it here.




I happen to regard thess as immaterial, but Chairman Korgan has stated
in the discussion of this metter with the Board that he regards them

a8 very significant. I want to assure you thet we will premptly supply
coples for the record of those additional memoranda which ere extensive.
Mr, President, six days before the 18 nm%u sult came to trial at
Chattanoogn, Chaimmen Morgan appeare ttanooga at the request

of Mr, Fly, General Counsel of the Authority, to discuss ths pessible
testimony by the Chairman in that litigotion. The telograms requesting
his mppearance and so on are purt of this file. A long conference

was held, attended by Cheirman Morgan, Mr. Fly, and Mr, John Lord O'Brien,
whom I am sure you ars familiar with, a diestinguished attorney of
Buffalo, New York, who has been for some years special counsel for the
Tennessee Valley Authority in its constltutional litigation., In that
conference, certaln statements were made. It wes an extended conference.
A report of the conference in detail is inoluded in this documentary
file in a memorandum dated November 17, 19837, I should like to quote
eertain portions of that record: "He (the Chairman)/and parenthetically
in the course of this discussion with Mry Fly and Mr. 0'Brien/ polintedly
eriticized some of the power transmotions and soms of the lines and
construction jobs and expressed the idea that it would be possible for
the Court to deolars some of such activities lllegal without affecting
the whole plan," "Further," in the memorsndum, "he (Chairmsn Morgac)
queationed us /meaning Mr, Fly and lir. 0'3rien/ somewhat upon the legal
series of the case; how the omse might be divided up; what the group-
ing of the charges wers, and sounded us out on the legal possibility
that the court could and would take the view that some of the power
oparetions might be enjoined and the rest of the program remained intaet.
Mr, 0'Brien and I soon gathered the drift of this discussion and tried
to impress upon him the significant point that cnything which damaged
any phase of our case, particularly anything coming from & men in his
poeition, could not but damage the entire case. We expressed the thought
that if the court concluded that the plan was bad, it was very liksly

to defeat us on the entire cause,"

Ancther quotution -- and these are excerpts from the entirs
rocord: MAguin the Chairman drifted into an oral eriticism of the other
Board members, snd, finally backed to a discussion of the theories of
the case. Hepeatedly, he cama back to the game problem of flnding sdme
theory of the cmse or possible judielal decision whereby certain of the
power activities might be enjolned.® According to a mamorandum of
November 18, from Mr, Fly, it 15 stoted "A third point which was not
mentlonsd in the rough draft of yesterdsy, wes that the chalrman asked
for o 1list of the proposed witnesses." (Perenthetlieally, meaning the
witneasses of the T.V.A. as of course the Power Company witnesses werse
not made availebls to ue,) "I geve him a 1ist of our own englneering
stuff and did not volunteer a 1list of the outside witnesses; however, hs
gald he wanted the letter ond I gave them to him. He indiceted that he
expected to talk to the witnesses in the next few deys, but he drew no
sharp line betwoen the engineers in cur own organization amd thoss which
we have retained spselally on the case, The Chaimmen has in fact bean
telking extensively to our own epginears but I do not knmow with any
acouracy the scope of his work with them. It hzs not been reported
to me."




= 53 -

At the seme time, six days before this momentous constitu-
tional litigation was to begin and while counsel and engineers were
ell under great strain of preparing for this ‘case against some 50
lawyers headed by the late Newton D, Baker, the Chanirman, in writ-
ing, charged counsel first, collusion with the cther directors in
exeluding him from the case; second, endeavoring to commit him to
unapproved policies, and third, violsting administrative procedure
in ealling directly upon engineers for assistance, snd fourth, call-
ing upon at least one anginesr for an inproper type of evidence., I
am not referring at thoe time to the plece in the woluminous record
whare these statements ars documented., Thesn charges which were
made in writing were alsc repeated orally,

THE FRESIDENT: Who wers they made to?
MR. LILIENTHAL: To Mr, Fly,
THE PRESIDENT: Counsal for the TVA? 1

MR, LILIENTHAL: Counmsel for the TVA, end in our opinion they were
without any foundation in fact, as thes subsequent analysis of this
record shows, and they constituted an improper harrassment of counsael
at a eritical time. This is in support of & specific charge in this
memorendum to you,

THE PRESIDENT: Wes the trisl then on or was it just about to begin?

Mi. LILIEWTHAL: This was six days before the trial began. In this
memorendum by Chaimmen Morgan to General Counsel Fly and in these
conferences the Chalrman emphasized the significance of his posi-
tion as Chairman, his standing es an engineer, his experience in
adjusting rates betwsen conflicting interests, and esserted that he
ought to have 8 guilding hand in the conduct of tha casa,

Degpite the foregoine embarrassments (to understate the
case) Chairman Morgan, et the suggestion of counsel, attended a
number of conferences concerning the proposed testimomy of differ-
ent witnesses, He requested and he roceived a list of prospective
witnesaes. As the trinl proceeded, he wis forvarded complete coples
of ell hydraulic enginoering testimony of the opposition which, of
courss, presented ite case first. He hed offercd no suggestions in
aid of the preparation.

Some weeks later, in the midst of the trial, on the four-
teanth of December Chalrman Morgen wrote Mr. 2. L, Chandler, a TVA
enginser of very high standing and ability, reprimanding him for
praparing engineering datu of false or mislsodine character, stating
that this was improper professional conduct end advising the eagineer
to vrite the General Counsel and withdraw the material submitted,

The memorandum to which I refer is No, 87 in this - for ready refer-
ence - in this file which I desire to submit as &n exhibit, supple-
mented as it will be, as I heve said before by additional memorandums,

Forvarding a copy of that memorandum the Chairman wrote Mr.
Fly, with & eopy to !'r, John Lord O'Brian, that a number of enginsers
had expressed to Chairmen Morgan their embarrassment at being celled
upon to give testimony of a misleading character, Mr, Fly, on Decem-
ber 20, (memorandum in this record) called upon the Chairman to sup-
port his charges or to withdraw them. On December 22, Mr, John Lord
0'Brinn made &8 similar demand. I need not point vut the extrems
goriousness of any such charpge unless made with the fullest support

of the facts.

The Chalran did not respond to thesa demands for support of
these chargesa or a withdrawal of them in the alternative, On December
£9, ofter being reliably informed thet the Chairman was secretly con-
Terring with engineers in the specific attempt to procurs evidenca of
unprofessional conduct by the lawyers end the engineers or in the
alternative, the lawyers or the enpinsers, Mr. Fly again called upon
the Chairman to support the charges specifically or to withdraw

them.




I call your ottention, kir. President, to the fact that
during this time this extremely crucial cesc wes on trial. Om
December 30, in s memorundum which is No. 74 in this file, the
Chairman responded, discussing vaguely (thot is to suy without
speeification) three cases, onc of which involved Mr. Chandler, &nd
as shown by this file thot is entirely without merit in our opinien.

Since that time, althoush frequently requected by both
Mr. Fly and Mr. 0'Brinn, the Chairman has rofused to give any fur-
ther information nes to the basis of his ¢herges of unprofessional
conduct. He hes persistently refused to give the names or the cir-
cumstances under which prospective witnesses were alleged to have
been improporly influenced by counsel. Both Mr., Fly and Mr. 0'Brian
felt that such charges against counasl could not go unnoticed. In
the midat of the cnse they were forced to carry on an extensive in
quiry and the long series of communicetions with the various wit-/'r
nesses and with all the parties who had been considered as witnesses,
none of which would have beon necessary if the supporting facts to
this grave charge had been furnished. Evidently the entirs field
was covered and the complete file esteblishes the utterly groundless
character of the charges. Every one of the witnesses used, or men
who were prospective witnesses, whether within the TVA or cutside
the TVA, have filed statoments in this record in that respect.

This %ncidant cama At a time when tho Authority's life
vag at steke, and more than the Authority's life was at stake. In
many ways it may be gseid that the future of thoe conservetion policies
of this country were st stake. And the burden of it fell-upon the
men who were cherged with this greve responsibility. As Mr, 0'Brion
stated, the making and the continuance of those charges was o grave
harressment of coungel under these oxtreme circumstances and was
disruptive of the work on the case itself. I think we all know
encugh about the conservative character of lMr. John Lord O'Brianm,
of his own experisnce in the trial of cascs and tho counsalling of
important intercsts and I should thersfore like to read orully and
to refer in the record to his second letter to Chairmon Morgan
dated Jenusry 9 in this respect.

"Dear Dr. Morgen:

"I have your letter of Docember 30, 1937 (This is e
memorandum contalning unsupported chargos).

"Prior to the trial and during the trisl I have actively
participated in and have closely observed the proparaticon and pra-
sentetion of the testimony. Since receiviog your recent letter, I
have ogain gone over the file of material concerning the preparation
and presentation of the engineer's tostimony in the cmss now on trinl,
and have talked with the attorneys apd also with 2 numbsr of the
witnesses. MAs a result, I em more thon ever confirmed in the opiniomn
which I previously expressed to you that the case has been handled
with unusual ability ond in accordance with the highest stendards of
integrity.

"To this I desire to especinlly ecoll your attention. Your
charges, coming while-she cage was actively on trisl have had a dis-
rupting and demoralizine effeet unon 211 the attorneve and upon the
eonduct of the Authority's case.
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nATter enroful review of the mattoer I am convincod
that charges must have originatod in scpe misundorstanding
that have no real foundation in faet, Tho mattor ought to be
dofinitely cloared up in justice to the lawyers and alsc in
Justice to tho Authorityls casc which ncods the best efforts of
all of the attorneys., As all the attornoys arc now under great
strain in tho steges of this trial I am writing to ask whothor
you will not cleer tho record and sct tho membors of the logal
staff freo from a very hegvy and, I think, unwarranted burden
of anxiocty at this eritical time," That is tho ond of Mr, O'Briants
lottor.

Now, at about this stago, the Board roceoived copios of
these momoranda and, being cognizant of the situation folt if ime
perative to recognize the gravity of this interfercnce of the
conduct of the case; and it hold a mecting and tho circumstances
of that mocting arc sot out, the difficultics we had in securing

: tho chairmants prescnce, the necessity for scveral rocesscos and
0 respectful requost to hir to appear, as otherwise the mattor could
F not bo clearcd since it was a matter in which he had made charges,

The Board, by resolution gave & voto of confidence to the
legal and congincoring staff concorned aftor a study of the rccord
and a discussion and tho discussion was takon down except tho very
Tirst pert of tho board meoting, by stunopraphors and is available,
whether in this record or noet I am not surc. Two resolutions werc
adontod, onc condomning this econduct ag disruplive and an intor-
forence with the eonduct with the Autherity's business and sccend,
a2 vote of confidence in counsel end the engincers. Chairman Morgan
deelined to vote in faver of & resolution which embraced both
enginoors and lawyors, although he stated on tho record that ho would
be willing to approve a rosolution if it werec confined to the
cngineers alono, At thoe board mooting at which this resolution was
considored I asked Chaliman Morgan, ond & membor of the ldgal
diyision askod Cheirman Morgan in fairness to these lawyors whoso
professional inteogrity had boon attocked, in fairnoss to tho caso,
in fairnesz to the court, to name the people against whom prossuro
had boon exerted and againat improper influence had becn cxerted.
Chalrman Morgan, a8 in this hearing, pergisteontly refused to give
oven a cluo as to tho circumstances under which the allodgedly
unprofossional pressure had been pubt upon witnosscs and likowise
refused to withdraw the chargeos. Despite the fact that from his
orm statemont in this rocord it is elear, it scoms to me to any
fair student of this record that tho charges wore rockleoss and
without foundation in fact the Chairman has continued to this day
in his tenacious refusal to vithdraw the charges or to give the
names of the witnesscs concerned or any other specific information,
and T hopo that tho Prosidont of tho Undted States teodey will scek
to sceuwre tho names of thosp witneosses which the mombers of this
Board and the legal division were unable to sccure. As I say, I
should like to submit 28 an cxhibit to that portion of the statement
this entire file with the supplament roferred to. (File not sub—

_mitted at this time,)




-ﬁd

Another instance of facts supporting this same charge of interference
and harrassment in the conduct of Authority's business is the position and
conduct of Chairman Morgen in the matter of the negotiations of the contract
with the Aluminum Company, which contract I described this morning, You will
recall I stoted there the background of those negotiations and the reasons,
which we thought were good reasons why the Authority declined to enter into
a contract respecting a division of so-called benefits to be derived by the
parties from the proposed construction of Fontana Dam, The decision of the
Board not to pursue negotiations relating to Fontana Dem was reached May
19th, 1936, at a conference of all the Directors here in Washington shortly
after'a conference with you, 8ir, It soon came to the attention of the
Board, however, that Mr, Adolph J, Ackerman, & former employee of the Aluminmum
Company, one of the engineers, who had been designated by Chairman Morgan to
carry on Fontana Dam negotiaticns for the Authority, was contimuing unofficisl
negotiations with the company on the Fontana Dam matter, notwithstanding the
fact that the Board had limited negotiations in its May 19th meeting for the
future to the purchase and ssle of power, In those unofficial negotiations,

I want to make it clear I am not ascribing to lr, Ackerman any dishonesty or
corruption in contlmuing the nogotlation., A1l I am saying the fact that 1
that is what happened, Thereupon on June 2, 1936 Chairman Morgan being absent,
the begimning of an extended absence of soiae six weeks for a rest — and I

am not crditlecising the absence -the Board adopted & resclution providing

that there giould be no further communiceticn witl: Congress during the

current sesslon with reference to Fontana Dum and no futher neogotiation with
the Aluminum Company with regami to that Dam,

THE PRESIDENT: The appropriation having been turned dovn by the
Committee by this time?

MR, LILIENTHAL: Yes, sir. And by the company, I am submitting
a copy of this resolution for the record.

EXHIBIT 33:

MINUTE ENTRY
SOAZD !EETING HELD O JUMNE 2, 1936,

Az a result of dts lengthy discussion concerning the pro—
posed Fontana Dem construction project, the Board arrived
at the follewing conclusicns:

l. No further commmication is to be had with Congress
concerning awthorization $o construct the Fontana Dam,

2. 4ll negotiations with the [lumimm Company of America
invelving the acquisition of the Fontana Dam site are
to be immediately discontimied. '

3« The conclusions of the Board with regard to the
acquisition of the Fomtana Dam site are not o pre-
clude further negotiations with the Alumlnum Company
of America relaling fo the interchango and sale of
elpctric energy.t |
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Nevertheless, early in August, 1936 Cheirman Morgan conferred in New
York with Mr, Arthur V. Davis, Chairman of the Board of Aluminum Co.
According to Chairman Morgen's own statement in writing of the't com-
vergation in a memorandum deted Aupust 15, 1936, he told Mr, Davia
that he disagreed with the Poard action in discontinuing Fontana
negotiatlions and that he would seek reccneideration by thoe Board.
Moreover, without prior consultation with the Board he outlined to
Mr, Davie & basls upon which an agreement might be worked cut if
Fonmtana negotlations were resumed. He not only questioned the appro-
priasteness of the Boerd actlon but also asked My, Dovig "whether dis-
continuance of negotistions responded to the wishes of the Aluminum
Company and to what extent they were informed of his action." The
memorandum of August 15 to which I refer T submit as an exhibit,

Exhibit 34,

The Board of Directors
Arthur E. Morgan
August 15, 1936

ALUKINUM COMPANY NEGOUIATIONS

While I was in New York lmst week, I spoke for a moment to Mr.

A, V. Davis of the Aluminum Compeny. I told him of the action

of the Bosrd to the effect that negotiations with the Aluminum
Company showld be discontinued and that therefore we could not

go further with negotiations with them, I teld him that inasmuch
88 I considered the matter to be vital to the unified control of
the Tennessee River, 1t wes my intention to bring the matter to
the Board asgein and to ask for reconsideration of thoelr ection.

He agked in cese of any renewal of negotistions what would be the
first step.

My reply was substuntislly as follows: Technical negotiations
have been carried on throuzh the Alumimim Compeny's assistant
chief engineer, Mr. Growden. It iz the opinion of our engineers
that Wr, Growden ias s theory concerningz the distribution of the
additipeal power which will result from unified cperations, with
which our engincers cannct sgree. Mr. Growden, in their opiniom,
assumes that of the additioual power which would result from in-
tegrated control a wvery large part sihould go to the Aluminum
Company. Our enginecrs do not sgree with this sugfested aopor-
tionment. It seems Lhat perhaps the next step would be for the
Aluminum Company to bring in some outside disinterested engineer
who was not committeed to any theory about the matter to make &
review of the sitnation with our engineers to discover whether
the Aluminum Company would find a more meoderate position accentable.,
Unless that result can be achieved, it would seem to be an almost
impossible gep between Lhe engineers of the Aluminum Company and
thoge of the TVA [rom the polnt of technical eppraisel. Mr. Davis
indicated thut he would pot be everse to such &n appraisal, 1
reiterated to him, however, that the Board had teken official
action discontinuing nezotiations.

In view of the fact that the engineers under my direction wers
carrying on these negotiations, I was desirous of lmowing whother
discontimuance of negotictions corresponded to the wishes of the
fluminum Company and to what extent they were informed of such
action. Mr. Daviz told me he hed had no information as teo the
action of the Eoard.

(8) Arthur E, Morgan
cc Mr. John E. Blandford

Or. H. A. Morgen
Mr. Devid E. Lilienthal
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There is one other set of facts supporting this same
charge and that relates to Chairman Morgan's interference in the
Wilson Dem waluation and allocation. In this cuse it is our
opinion that he not only failed to cooperate with the staff to
whom this matter had been delegnted by proper section of the
Board, & staff engaged on an important duty imposed by Congress,
but he sctually interfered with their work,

Mr. President, you know thot under Section 14 of the
TVA Act the Board is required to determine the wmlue of Wilson
Dem and other properties, By unanimous setion of ths Board the
rosition of mdvisor to the Bosrd wee craanted and wes filled,
likewise by unanimous action, by Dr. Martin G. Glaeser, who was
to head a committee of economic eonsultants consisting of him-
self, Professor James Bonbright of Columbia Univer:ity, who was,
as I recall, eppointed as a trustee of New York Power Authority
by yourself when you were Governor, and Dr. Edwerd Murehouse of
the Wisconsin Publie Servies Commission, This committes was
charged by the Board with the primary rssponsibility of prepar-
ing recommendations to the Doard on questions of value and allopa-
tion in conformity with Section 14 of the Aet. Thess problems are
of tromendous complexity; both the waluation mud the alloeation
require elaborate enginsering studies: ’ .

In addition, they raised .altogether nuvel nuestions of
social and sconomic theory. A special difficulty on the alloca-
tion was the faet that the aet required "finel® allocations, which
logically should be based on finel determinations as to reletive
nsefulness of the projects for the various purposes, determinations
vhich could not be mede until the completion of the Tennesses River
system. The difficultles were enhanced by the rsquirement of the
act that the wvaluation and sllocations on Wilson Dam must be finally
suimitted to the Congress by January 1, 1937, Wnother this deed
line could be met in any event was subject to serious doubt, but it
wad clear that if eny serious attempt were mads it would have to he
ettended by the elosest cooperation emong nll those enzaged in the

work.

Although the primery responeibility for the waluation work
was placed upon Dr. (laeser's committee, sone of the staff whieh
wore supposed to be assiating in the undertoking were not subjeet to
his direct administrative control. Pritcipal among these wers engin-
gers on Chairman Morgan's steff to whom the Board assigned the re-
sponsibility of assisting the committee by making an appraisal of
Wilson Dam for its use in the preparation of the valuation recom-
mendations. Instead of coordinating the work of these engineers
with that of Dr. Glmeser, Chairman Morgan on his own responsibility
broadened the scope of their vork to include not only the mppraisal
but a complete independent valuation.

=
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h'&
E‘l';ﬁ\ Dr. Glaeser in & memorandum which he wrote to Vr. Lilienthal

25

on January 8, 1937 stated that the appraisal unit under Chairman Morgen's
direction had mssumed the job of valuation as well as appraisal and
pursuant to its own theories of wvaluation had adopted methods of conduot-
'ing its appraisal which did not conform to the wvalustion theories of the
committes constituted by the Board.

In the sums memorandum Dr. Glasser also complained that both
Chairman Morgen and the engineers on his staff sesmed reluctant to supply
him with data essential to the work of allocation and that thers wes a
delay of four and a half months in securing from Dr. Morgen's staff certain
date essential to the work of allocatimm.

Partly as a result of these delays end purtly due to the
complexity of the problem no recommendations on allocetion had been mede
to the Board by the valuation canmittee at the time of the appropriation
hearings in April of 1537 befere tie louse Appropriations Committee.
Board discussions had elearly revealed that no sllocation ¢ould be meds
pending the solution of many problems which were still open. Neverthelsss,
when Congressman Teber gquestiocned Cheirman Morgan on dam allecations he
proved to have at hls hand a complete set of ellocation figures for the
dems constructed, under construstion and scheduled for comstruction, and
these he forth with supplied the Committer, althcurh thev had never been
supplied to .he board end the Board was unasarse tnet they hed been
preparad.

The Chailrman's explanatory statement, egain illustrating his
use of the prestige of his office in support of his pearsonal views, in
presenting this grave administrative problem with which we were contend-
ing is as follows. This is a gquotation from his testimony before the
House Appropristions Committee:

Dr. Morgen. I have a statement here thet has not been
epproved by the T.V.A. Board, but I can give you my own
opinion. I am satisfied personally thet it is an excellent
alloscation. The Board has not acted upcn it either pro or
gon, but pur engineers, under my direction heve worked it
out.

That appears on page 366 of the Hesrings before the Subcommittee of the
Committee on Appropriations of the House, Second Deficiency Appropria-
tion Bill for 1937, April 12, 18357,

While Chairman Morgun thus explained that the allocations
were his own ond that they had not veen approved by the Eoard, his
proposels to & Committee of Congress in effect operate m2 a commitment
of the Authority. Unless the ultimate alleocation figures are sub-
stantinlly the sems as those recommended by Chairman Morgen, opponents
of tho Authority's power amctivities will, of course, attempt to make
capital of every deviation.

o
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It ie interesting to note the wide disparity, so fer as
the nllocations to power ls concerncd, betwesn this proposed al-
location and that approved by the Federal Power Commission recent-
ly for the Bonneville Dam.

Those constitute the facts underlying the charges to
which you refer in the memorandum of Dr. H. A, Borgun and myself
dntedWenuary 18, 1938,

MH. EARLY: Do you want to submit thet volume in the
record, Mr. Lilienthal?

THE PRESIDENT: It is not quite complete. We won't nsed
to copy that unless 1t io desired by other people. I sugsest you
complete it, insert thosc items which hove beon left out, and file
it with me ns on exhibit to be available for future use if desired.

MR, A, E. MORGAN: Will the list of items in that be in-
cluded in the testimony?

THE PRESIDENT: We wlll have the index copied ond sent
to Chnirman Morgen ond will give him, at the same time, a list of
the items that go in.

MR. LILIENTHAL: I will send him the list, and a copy of
the index,

THE PRESIDENT: 1Is that all?
MR, LILIENTHAL: Yes.

THE PAESTIDENT: Choirmen Morgan, I should like to lmow
if yon have any reply to make to the nllegationz that have been
made by Mr. Lilienthal? . J

CHATIHMAN MORGAN: The stontement he has made containg,
involves striking ond vital inaccuracies, misrepresentstions, and
omigslons. I think that statement, and the large emount of matter
included is a very clear illustration of the futility ns a fact-
finding process of such meeting as this was planned to be.

THE PRESIDENT: Of course that is o pgenersl statement that
you have just made. Oun you specify in any way — give me a lead -—-
c8 to what was left out, as to how it is misrepresentative.

CHATRMAN MORGAN: As I said in the first statement, for a
long time I hopad for wun opportunity to do that. I feel that thet
day is past, snd I have nothing to add to my first statement.

THE PRESIDENT: Would you be ready to glve me that, an
explonution of this statoment of yours, within o week?

CHATRMAN MOAGAN: T don't think I have anything to nad to
that first stotement:

THE PRESIDENT: Would you be ready to give me that - an
explanation of thia gtatoment of yours, within o week?

CHAIRMAN MORGAN: I have nothing to add to that first
statemant.

THE PRESIDENT: Could you do it in two weeks?
CHAIRMAN MORCAN: I have the same thing. I refer to my
first statement,

THE PRESIDENT: 1In other words, doesn't it amount to this,
that you decline to give any facts in support of the general al-
legotion?

CHATRAMAN MOAGAN: I think my first statement covers it.

THE PRESIDENT: T toke judicial notice of the fact that
Chalrman Morgan has declined, definitely, to glve any reply to eny
of the guestiona of fact that have been put.
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CHATR'AN MORGAN: I nave not deglined to give repliss --
only unier certeln circuwstencoa.

W MRDNDET: Will you be ready to glve tho raplies
within any =zasopchlu time?T

CHATRVAN MORGAM:; IZ I can be assured of B free access
to the =-- I think T den % want tu make sny statement or make any
compitmant whick would imply tlet any otbher method of inquiry
gnould be postponed until I do something.

THE PRESIDET: That {8 neither hers nsr there. I am
not ouposiug any other ivguiry. but T am, to & very groat degrea,
a8 President, ~esponerible for ihe conduct of +he work of the T.7T.A.
I camnot delay iandefinitely aad I am askine you to make it poassible
for the work of tas Avtncrity to go slong hy clecring up certeian
general nllugaticar tha' have l'een made by ths prea-ntaticn of
certain apecific Tacto.

CIATRMAN MOTaAM: Mr. President, the whola situstion has
develvped iz wys thet T could nos fornsges, anéd I taink, to answer
your quaations I wili have 1o = 1 would like 10 get 8 covy of your
remarke 21 ? taw give you s eonpiderct e e _dss o Quickly es I
ean == i 1 das or two,  You abe thinstag L. ramms oY oA lawyer, with
a lawycre g baokground == Me, LLlientivwl 78 == pnd © =m think ng in
terms of an enginecr snd Advdnistretor.

THE PERESID®'T: As far as lew goes, T hav,) ot bioen a
lawyer for o evea’ many years end T neve forgoniten mors law than
I evar learned.

CHATMAN FORGAY: I think T an fair in asking for a
brief peried to porive et 2 fudpmart on that nolnt.

THE PRESIDET: T wanl to 2o eveérything [ cen to help
elong thet lins. se T nave gals, I oo want 6o cleer up foctual
mattara. After taey nre eluerad up, X em perfectly willinz to go
into questions of ultimate pcolicy, but ¥ en cunvinead that we have
to olear up ractusl mattors first and I went o give you every op-
portunity to d» thet., 1 am carfectly willing to meage Thet a period
of a Tew days, n wuck, o0 even =wwo weok4, es lons a8 I can gat this
fartunl metter alearad un,

CHEATRUAN MORGAN: wWhet hes %eon said hare is multiftudincus,

and I find 1% Aiffisilt to arviva at & judgnent or the spur o a moment.

If I cen have your worda in the record and o rend thuem over, I can
aneway tilem.,

M. LILTNTHAT.: “here ig sn opportunity Mursn, saide {rom
the complexitisas, o alearing up & grare iujustise hoth ¢ humen
beings and tc tke 7.4, and T would like %o sensw my supgectidn
that you assist us in thet respect, subjedt to your plecsura. Io
Dr. Morzents Memorendum to Mr. Fly, be atetes that there wure
three emgineers who came to him, separately, and indicaied, in
effect -~ the entire nemorandum is in the record -- that they were
under pressure to testify in ways they could nct comselentiously
dos Mr. Fly hes properly esked for the names of those engineers.
The Board has formerly asked for the nemes of those enginsers.

Mr. 0'Brien hes asked for the names of thoue nnglneers. Thers is
no complexity about such £ yusation. There is no problem of study-
ing the record in thet connection. It feoms tc me ogaontiel end I
hope that you will see fil to ask, as Ohief Executive of this
Country, wWhat ere the names of those (hres engineers.
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THE PRESTIE!NT: T am thindns not only in torms of these three
engineers btut of all the other engirecers, I think in fairness to the
whole cngineering steff, every individual on the stefl who'is closecly
or remotely connected with this trial, in falrness to them, this matter
which in a sensec ovcrhangs all of them should be cleared up, Couldn't

you co that now?

CHATRUA MORGAN: I consider that matter very carcfully, I
have to consider tho wolfare of those cngineors &s woll as other englnecrs
and I thinlk I neod time for o considered reply to all that, It 1s not as

gimple as it sooms,
THE PRESIDBIT: leamhile, a great many poople arc suffering.

MR, LILIENTHAL: I hopo there is an opportunity to check this
record and usc the statoments of the cngincers rcfuting this suggestion of
dishonorable conduct on thelr part.

THE FROSIIENT: Tor the rocord, the next charge rcads that it was
not permissible for Arthur E. Morgan to cooperate with a utility cxocvrtive
in the preparstion of a memorandum, the copress purposc of which was to
show thot o particular decision of tho Board was wrong and actusted by

impropor motives,

I think that tho nect charge, which is very similar, can be
discussed ot tho same time, It is thal it was not permissible for Arthur
E, Morgan to collzborate with z former chief cnginecr of the Insull Utility
Systan in the preparation of a dotailed recommcncation on a paower pooling
policy, which report proposed evasions and viclations of the TVA Act; nor
was it permissible, during the ncgotiations, for him to permit such report

to be maddevailable to the utilities,

IR LILIENTHAL: We will presont those togother as they are
rilated, This really consiste of three parts, That is, the charge ro—

lating to the power pooling mattor,

First, Choirman lorgan collaboreted without authority from the
Board with the formecr Chicf Engineer of the liddle West Utilitiecs Company -
the Insull Holding Company - in the proparation of the detailed recom-
mendation of power pooling policy, Scecond, that the report proposed
cvasions and violations of the TVA Act, And third, that the report was made
available during and in the course of the negotiations te the Utilities

pertieipating in the negotiation,
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The facts are thess: You will reeall, Mr. Prasident, that in
September of 1936 you invited representatives of the Government and the ;
Commonwealth mnd : Southern Corporation and others, to a conference with
you on SBeptember Z0th to disouss the possibility of transmission line pool.
The invitation explicitly limited the conference to a discussion of the
pooling tranmilssion lines and it was so understood by all the government
representatives except Chalrman Morgan.

The Board took metion to prepare for this conference amd by a
resolution entrusted to Dr. Martin G. Glaeser to whom I have previously
referred, the reaponsibility for essembling such data os might be ussful
and for formulating recommendations.

The Boerd subsaguently learmed however that Chelrman Morgan, with
the assistance, over a period of elmost ten doys -- and I shall support
that by documentary evidence - of an engimeer named G. W. Hamilton., He
was independently engaged in preparing & memorandum on the subject.

Now as to the Hamilton matter, In the first place, we raise no
question whatevar as to Mr. Hemilton's ability as on ongineer ner es to
his integrity nor as to his personal honesty. It dosan't matter. The
fect about Mr. Hmilton is that he worked for Insull Compenies since 1906,
and in 1932, aobout the tima of the collapse of that system wes Vice-
President ond Chief Engineer for the Middle West Utilities Compeny.
Earlier in the p-ried of the TVA's history an ozplicntion with respect to
Mr. Hamilt:'n's ecployment &8 o conSultuant or, 1 think, parhape ss & par-
menent employee, was roajected by the Boerd expressly because of concern
not 28 to his techniesl obility but thet hias background might affect his
judgment on policy guestions. Leter he wns retnined ns a consultant, but
to overcome this concern that policy questions would be influenced by a |
man of his background - &nd ageiln without sny reflsction on him at ell -
his contract with the Authority, contrary to most of the Authority's |
stundurd contructs for consulting services, wos narrowly limited to, ond
I quote: "Consulting end adviscry ssrvices in connsction with design und
construction of switchyord and other distribution feeilities to the Author-
ity when and as requested by the Authority.” And T should like to submit
for the record a copy of that consultamt's contrect. [The contract is
entitled "Tennessse Velley Aauthority Contranet for Services ss Temporary
Consultant" - between George W. Hemilton of Chienge, Illincis, ond the
Tennesses Volley Authority, approved by the Board November 27, 1935).
In practice the scope of his services wos limited to these literal terma
of the contract, For example, an informal proposal to the Boerd to usa
¥Mr, Hamilton ma s consulting englneer and as & witness in the condemna-
tion suit arising out of the Hiawassi Dem Project wrs rejected bec=use of
this but without reflection ns to his abilities.

Notwithstanding Mr. Hemilton's background and the lmowm
practice of the Board in regard to that matter, Mr. Hamilton, it sub- E
sequently appears, was asked by the Chairmen to colleberate with him in
the preparation of his power pool memorandum and without advising ths
Board, Mr. Hamilten's voucher, which is required under owr practice where
travel is taken on while & consultant iz in our service shows that he
worked with Chairman Morgan continuously from September 22 until September
30, the day of the power pool conference in this office., I should like to
submit that file. I will have it referred to tomorrow and submit that
for the record. Ke worked for the Chairmen, the travel wvoucher shows,
in Knoxville, in MNew York Clty and in Weshington. He gave this as the
only work which he did durinz this period from September €2 till September
30, His travel voucher does not limit his work to teochnical phases but
is couchsd in general terms: "0On official business, working with Dr. Morgan
in connection with power transmission pool™ and similar remarks,
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THE FRESIDENT: Vs that voucher epproved by the suditor of the TVA?

MR, LILIENTHAL: That is a later step in this recitel., It wes
ultimately approved.

THE FRUSIIENT: That tha work porfortd sceording to your statemsnt
was not in accord with the contract of Hmiltou?

MR, LILTENTHAL: It wes o quastion es to that and our counsel ndvised
that the contraet and Chairsun Morgan's suthority with respect to
engineers was sufficilently brood that he should bs paild und ha was
peid. I found myself unoble to vote for that setion -- the only dis-
senting vote in the entire history of the Authority by either Dr. H. A.
Yorgan or mysulf, my ground being that while I wes of courso willing
to acoept counssl's view as to our legel obligation I felt it important
that they should know what it wns Mr, Homilton did and our efforts

to learn that thus far hove beon unsuccessful, thnt is, to know in
detnil.

On the morning of September twunty-ninth at your sugpestion
e conference wee hcld in the offices of ths Tunnesses Valley suthority --
I believo it wos at your suggestion -- certaninly with your cpprovel
mmd of the Government confercos and I shan't toke tine to namo them.
At that tips Dr. Morgen nended me o mimecgrephed copy of his memorsndum
on power pooling ond scid he had been unubls to give re rod Dr. Glmeser
£ copy eerlier bucwuse the remorsndum had only been completod and
mimeographed the night befora., Hr. Hemilton's woucher shows thot the
Preceding day, the doy before the confercnce of the Govermrent con-
ferees, Dr, Morgan ond Mr. inmilton were in N York City working on
the power transmission pool motter.

This memerandwi on power pooling, proprared by Dr. Morgen
cnd Mr, Hrmilton, was in no sense o technicol docuruint but waos devoted
elmost entirely to the principles nnd to the poliecises which should
govern power pooling and penerally the pelotionships bhetuson Govern-
ment and the privete utility industry. You have probrbly recd thot
memorindun nod ot lecst kmow its genernl contents. Only three of mors
then o score of the prges of this remorandum denling with the res-
pactive righte of public utilitiss werc Gevotad to the rights of tha
public., /#nd thess three poges in my opinion substontislly understoted
the existing rights of the publiec rnd the Covernment under our l-ws
of prretice. he point T moke of course is thrt this nomorcndum was
in no sense e techniecl documint but o staotement of Lrocd policy.
Moy poges in this memorondum were devoted to the rights of ths
utility compenics sné those were stoted in terms fer stronger then most
utilities would eleinm for themselves., For exomple, the right to
capitrlize promoters profits. It v s this memorsnduri, vhich, ms will
appear in mmerks I plen to make in n moment wos mede avallsblo to
pertions of the press in sdvenoe of presentotion to the govermment con-
ferees and without consultations or approval of the borrd end so for ns
I know without your epproval.

Vhen }ir. Hemllton's voucher wos chollenged by the auditors
ng outelds the contract, Oarirmon Morgen wns naked to specify the work
which had been domm by lir, Hmallton, and in o Poord mseting nt which I
was not present, Dr. E. A. Morgon roquosted doteiled informetion ns to :
whrt it wng thot Mr. Banilton did during this periocd. Chailrman Mergen
did not respond to this ruquest for spescificction, but reli-d upon
genurnl stotements thot the work wes within the contract. Instecod,
bz took excoeption to the right in the TV.. chorged with the responsibillty
with disbursement of govermrent funds to ilnguire iate the noture of
gorvices rondered to the Clinirmon of the Board. He implied
thiet these staff nmepbers were ilmproporly motivatod;
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ERHIOMS Jand in that cconuection I should 1ike to submit s memorandum from Chair-
man Morgan to Mr. Frank J. Carr, Comptroller of the Authority, dated
7 ﬁﬂ'(ﬂ March 3, and Mr. Carr's reply dated March 8. (These two memoranda
3§ relate to bill rendsred by Mr. George W. Hamilten for consulting
services.)

PRESIDENT ROOSEVELT: 19371

MR. LILIENTHAL: 1537. The voucher was linally paid under
the ciroumstences that I have previously related. Neither Chairman
Morgan nor Mr. Hamilton have ever specified in writing the nature of the
work performed by Mr. Hamilton with relation to the power pool memorandum.
While the General Counsel, as I have seid, approved this payment ss to
its legality, he did say expressly as he states, because he could not do
otherwise than accept the Chairman's general statement that the services
rendered were within the contract. '

While Chairman Morgan was preparing in further support of the
charges of unpermissable conduct =-- while Chelrmen was preparing his
memorandum Dr. Glaeser, to whom the Eoard had delegated this preliminery
work of preparing the memerandum for the Poard which was duly submitted
to the Board through the Acting General Menuger. Dr. Gleeser also
supplied Chairman with a copy. Dr. Glueser advises that he asked Dr.
Morgen for a copy of the additlonal memorandum he was preparing as he
hed to put his own memorandum in fimal form. MNo nopy was supplied Dr.
Glaeser == no copy was supplied to any one in the TVA until the morning
of the conference with the government conferees and Just tefore they
gathered I was handed & mimeagruphed copy and was told it had not been
supplied to me earlier because it had been completed end mimeographed
the day before.

We have concluded gand we charged that the preparatien of this
memorandum in collaberation with Mr. Hamilton under the clircumstences is
not permissable conduct for the Chelrman of the Eoard of the TVA. We
relse no question of personal honor or dishonesty on the part of elther
the Chairman or Mr. Hamilton in this connection. This charge refers to
unpermissable condust.

We heve charged in our memorandum of Jenuary 18, Mr. Fresident,
hat the memorandum prupared by Dr. Morgan snd Mr. Hamilton proposed
ErHIB iolations and evasions of the TVA Act and elthough that memorandum was
29 gupplied to you mnd is in your office for the purposes of this record, I
should like to submit & copy of that memorandum here. (Th® memorandum
relates to "proposed TVA and Commonwealth and Southern Corp. Power Trans-
mission Pool by Arthur E. Morgan'-- September 28, 193s¢.)

FRESIDENT ROOSEVELT: That can be put with the exhibits but not
copied unless reguested.

ME. LILIENTHAL: Perhaps it is importent to meke a scmewhat de-
tailed analysis as to why we regard this a5 an evasion and viclation of
the Aot, and perhaps I can begin and if you care To stop me --

PRESIDENT ROOSEVELT: I think if you could summarize it in two
or three sentences. :

CHAIRMAN MORGAN: It would suit me for it to be added to the’
record.

FRESIDENT ROOSEVELT: Have you got it in manuseript form?
MRE. LILIENTH2L: Yes sir.
FRESIDENT ROOSEVELT: Suppose you summarize it in twn or three

sentences snd then put the whole thing inte the record. What in general
warae the elleged viclations and evasions of the Actu.
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MR. LILIENTHAL: The Tennessee Valley Authority Act gives
an uneguivocable preferential right to municipslities and cther
public agencles to purchase TVA power under certain specified
policies and conditicns., The proposal in this memorandum in our
opinion and by reference to particulsr parsgrophs, particularly
paragraph No. 20, set up obstecles tc the exercise of that prefer-
ential right which defested the right. It is provided that where
8 municipality desires tu purchase power from the pocl, it may not
purchese thet power unless it hes complied with certeln conditlons;
first, that it shall ocquire the exlsting private system; second,
that there shell be establiched cortein logierl ond normal areas or
boundaries of distributicn systems and thesc conditions are slabo-
rated. Now, while the Authority may urye, os it does, and recommend
accuisition, it hes no power to compel acgouisition as a conditlon to
the ssle of power. Then therc is & second condition, that the
Authorlty agres upon logiccl areas and boundaries of distribution
systems and that the Authority shall sell its power to communities
only in such areans. MNow, there is nothing in the act -- T

PRESIDENT ROOSEVELT: You mesn only in such areas that
have been allocated to the TVAR

MR, Lilienthal: No, only in such areas that have been
agreed upon batween the TVA and power compenles as being o proper
distribution area. There is nothing in the Act which permits the
Authority to attach ns a condition of the sele that the municipality
shall serve o certain area. The condition suggested would defeat
the Act in enother way, becsuse if there were a number of munici-
palities and one declined to aequire its own distribution system
and declined to participate in the distribution system then none of
the munieipalitics in the ares could cbtain power which is contrary
to the act, Furthermore, the price basis propcsed in this memo-
randum sets out an effective bar to those provisions of the Act
which give preference to municipalities in the purchase of power.
The memorandum proposes that not cnly must s municipality, in order
to have the privilese of purchesing power purchase the existing dis-
tribution system, but nlsc 1t must pey "incidentul costs or damages."
That, as every onc kmows who is familinr with matters in the utility
field, fregquently amounts to ns rmch as the ohysical cost of tha
property at its going wvalue. TVA contrected to tuy some property
on Adungust 9, 1934 from the Alabama Power Compeny. The Company
testified before the Stats Commission that the incidental damages
excecded the purchage price of the properties themselves.

Arnother condition wag that municipalities must reemploy
existing eompetent perscnnel of utilities before tihey hed the right
to buy power. Our TVA policy has been to reemploy all qualifﬁeﬂ
personnel and we believe in thet policy. We recommend it to
municipalities, but to set it up as & condition of wiclation of
the Act. This is perhaps as seriocus ag anything in support of this
charge that this memorandum proposed evasions and violations of the
Aet., OSection 30 of this memorsndum, Mr. President, proposes as a key
to the enforcement of pool administraticon that the pool contract set
up the errangement [or the regulation of municipalities ss to resale
rates, ot ceters, conform to principles agreed upon by TVA and the
power comnanies, Here we have, ss for es I know, the unprecedented
suggesticon that privete agenciss and power companies shall be given
the power to participete in the regulntinon of rates of public agencies;
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in other words that private agenciles which are not entrusted with
the direction of their own affsirs without public supervision are
now to be given the authority over the public agencies themselves
and gur conclusion generally is if there is any occasion for
elaborating on it woe will be glad to supply it. Our charge that
this memorandum, as a whole, provides a method for defesting the
right of public agencies to support.

hovo nlso charged the relunss or the making avallable
in such a that the memorandum wus available to the Utilities
of this pooling memorandum at the tine of this conference. On
September 29, the day before the conference with you, Sir, on
Septembsr 30, the Washington office of the Meolraw-Hill Publisghing
Company telcphoned the Weshington office of the Tennessee Valley
Authority and stated that ths New York office had coples of Chair-
mon Morgan's power-pool memorandum and requested a copy for the
local offica. Do you recall the Me-Graw Hill Publishing Company
publishes Electricul horid, which is the semi-official trade journal
of the electric industry, and an editerial polley bitterly opposed
to the Authority, as well ns all of the Administratiom's projects

related to power.

On Oectober 1, the day after your conference, ths New York
Times at the close of & long discussion of the power-pool meeting
setting forth certain points which were sttributed to "spokesmen"
for the Pregident indicated that these defined the scope of the
conference. The points made were parophrased or direetly quoted
from the Choirmon's mimeogrophed memorandum on pooling of Septem—
ber 28 which I have already observed appesr to be at wide vuricnce
to the limitation you hod placed upon the conferehce, namely, that
it would be an explorntion of the possibilities of transmiseion line
pool. At a meeting at which Mr. Willkie and ropresentatives of the
Authority gathered to discuss £ temporary extension of the contract,
the po-called Jonuary 4 contract, Mr. Willkie displayed a copy of
the memorandum. Chairman Morgen later explnined thot Mr. Willkie
hod secured the copy from a New York Times reporter. Upon publica-
tion of the New York Times account, Chairman Morgen wrote to you as
followa:

"fashington, D.C.
October 1, 1936

"Daar Mr. President:

This morning's New York Times, in an article on yesterday's
power pool confercnce, mentioned, without using my neame,
certain sugpeations which appeared in a momorandum of mine on
the proposed power pool, copy of which I sent to you on Septem-
ber 29. No copy of this memorendum was made avallable to the
Timea with my lmowledge or consent, and 1f it was used without
securing White House approvel, it was very inuppropriate and I
sineerely regret it. !
Sincerely yours,

Arthur M. Morgom.!

Chairmon Morgon did not explain how the New York Times
secured its copies, nor did he charge any impropriety to the Times.
The inference which we have drawn, and this is an inference, 1s
that the Chairmsn made copies so generally available that they
could readily be obtainable by interests adverse to the government
without limitotion ns to uge.
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%e have also charged ccoperation with a utility executive in

the preparaticn of the memorandum which is fifth of this veries of
charges as to conduct which we believe not permissible by the head of

an ndministrative agency. That cherge ls that Chalrman Morgan cooparated
with a utility in the preparation of a meporsndum, the express purposa

of which wes to show that a particular decision of tue Board was wrong
end {mproperly motivated. The lneident to which this cherge refers was
collaboration between Chairman Morgan and Mr, Wendell L. Willkie in a
memorendun attacking the Board for allegedly misrepresenting Mr. Willkie's
position on an essential juestion of Board poliey.

The power pool negotistions to which I have referred were dis-
continued by you on January 25, 1937, for reescns stated in lettera
gent out at that time relating to the Gore injunction. However, at
about the same time, it became uecessary to coneider negotiations for
the renewal or extension of the January 4 contract which had been ex-
tended for three months from November 3, 1936, so that it would expire
on February 3, 1937. I was formally designated by tha Board to conduct
negotiations for the Authority. In a letter I wrote Lo Mr. Willkie dated
January 29, 1937, 1 made the following statement:

"3,  Your companies are not willing to contract for
the sale and interchange of power from TVA unless
that contract bars the Teunessee Valluy Authority
from gelling power to avy ctuer sgercy in any part
of the vast areas in the four stetes in which your
compenies carry on operaticna., In other words, as
a condition of the purchase of any power, your
position is that the Tennesses Valley Authority
must give you a monopoly which weuld prevent 1t

’ from selling power to municipalities, rural co-
. operatives or industries in any pert of the states

in which you oparate".

These negotiations for the sale of power with no other faector involved
had been carried on between the technical staffs of the TVA and the
Commenwealth and Southern companies and they had reached an impassa
because of the disagresment on this matter referred to in my letter,
that is, the inaistence of Mr, Willkie that our Authority should not
sell power to municipal or other preferred customers -- preferred under
the statute, so long a8 it sold power to Mr. Willkie's companies.

A Tinal meeting with Mr. Willkile was held in Knoxville on
February 2 in an effort to compose differences and reach some agreement.

THE PRESIDENT: Yebruary 2, 19377
MR. LILIENTHAL: 19356.
THE PHESIDENT: 19377

MR. LILIENTHAT: 1937, that is right, and reached soms agree-
ment by which the Authority eould find e market ror its surplus power
without conditions which would result in a violation of the stetuts.

At this meeting, which was a very lengthy one between lir. Willkie, the
Genersl Counsel atd members of the Board and staff, Cheirman Morgan read
to Mr. Willkie the pmssssge which I have just read from my letter of
January 29, and asked him if T hed correctly interpreted Mr. Willkle's
position. Mr. Willkie explained his position et great length over
gseveral hours and stated in his opinion it had not been correctly stated:
But in the opinion of the Board and of the Bosrd's counsel, Mr. Fly, who
was also present, his explanation only reinforced the accuracy of the
interpretation which had been placed upon it. Nevertheless, Chairman
Morgan wrote a long memorandum to the Board immediately afl'ter the mesting,
in which he charged that the Board had misrepresented Mr. Willkie's
position.
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On February 24, 1937, Chairmen Morgan, in a memorandum dirceted
to me, ravealed that he hod colloborated with Mr. Willkie In his position.
I want to make it perfectly cleur I am not suggesting any impropriety on
Mr. Willkie's port in that colloboration. After all, it is Mr. Willkie's
job to support and defend the positions which he tekes, The point I am
meking is that this is not permissible conduect on ths part of the Chuirman

of the T.V.A.

I should 1like to submit for the record & memoreandum of the Chairman
aof the Board:

nAfter the meoting I read this memorandum to Mr, Willkie and
nsked him whethor it ccourately stated his position es prosented
to the Board. He confirmod the stetement, sentence by sentence,
gs I read it to him, and said thaot I might make it public if

I should sec rit to do so."

Tt seems to me that the interoretntion of the Board and the counsel
of Mr. Willkie's position wno clearly accurate. In n lotter to me, dated
February 1, Mr. Willkie stated:

"Mie are willinz to buy substentinl ounntities of power from
the Covermmont, provided tho Covernmant will agree not to
r=11 newer dipactly or indirectiv which is to be used to
1ompete with us in the territory whers the power we purchase
from the Government is necessavily distributed".

and on February 3, 1937, Mr. Willkie issucd & newspancr statemont, t=king a
gimilar position. The issus was essentially one of terminology. Mr. Willkie,
while insisting upon o monopoly, obviously preferred using other terms, {opd I
do not eriticize him for thet), end sought to use words to whieh less publie
pdium ottrched in order to discredit the authority's position.

The negotiotion for powsr controet whieh was te repluce tho contract
which cxpired Fobruary 3, runs consecutively and no new power controct hes
beon signed to this dote. The Commonwoalth-Southern subaidieries are the
neturnl merket for the surplus power which the Authority will have,

THE PRESIDENT: Let me intorject rfor sll possible assistance to the
record, the simple stotement that I huvo on several occasions discussed this
subjeet with Mr, Willkie, apd there is no guestion that his demand hos been
for an exclusive contract within & given region. We have not used the word
"monopoly" or similer words, but we have tolked dofinitely about the ex-
clusive right after a contract was signed to the use of the T.V.A. Power.
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I have called Mr, Willkie's attention to two asimpls faots
in that regard: The first is the law, the Tennessse Valley Author-
ity Act, which provides for preforential treatment for municipalities.
In the second, I have called attention to the underlying form of
Government under which we operate., Munieipalities are chartered
agents of sovereign states, ‘e Foedsral Government does not give
them their charters, the States do, Sons stntes give to municipal-
ities the right to estatlish and operate a restricted class of
utilities such as sewer systems. Other statas give to municipal-
itles their right after popular vote to ostablish and operate
municipael water works. Others give them the additional right to
establish munieipal electric light and power plants. I called ¥r.
Willkie's attention to tha faet that no mct of the Federal Govern-
ment through an agent could 1imit or restrict, or harm that funda-
mental eonstitutional right of a stute or its ereature, the municipal-
ity, to establish electric light and power service if it so voted.

br. Willkie's aspparent attituds was that these two funda-
mentael objections could be got around scme way by some form of con-
tract for the exclusive use of T.V.A. power, and on that there has
not been a meeting of the minds becsuse T have felt compslled to
leave it to the constitutional low under which tha forty-eight
states operate, and also the ect, the T.V.A, passed by the Congress.
I want that to go into the record to maks it perfectly clear.

MR. LILIENTHAL: I have just a couple of sentences to concluds that,
and that is that it seems to me that the refusel of the companies
in the past to purchese power on any terms unless the Authority
8grees to violate the provisions of this Act 1s attribvutable, we
Tfesl, on the basis of this record, in part at least, to the support
which Chairman Morgan kas given to ¥r. Willkie in this controversy
over this issue and is another instance of intarference with Board

action. :

May I, before closing this record, offer certain doguments,
amely & momorandum to me by Chairman Morean dated February 24, 1937,
B latter from Mr, Willkie to me dated January 22, 1937 end my reply
to him of January 29, 1937 and o memorcndum to the Bosrd of Directeors
of TVA from mysslf dated February o, 1937.

THE PRESIDENT: We will accent then for the record,

Chajirman Morgen, in repard to theae two specific charges,
both covered at the same timeg, is there anything you want to 88y
about it?

CHATRMAM ATHUR MORGAH: I do not feel thet T ean gay wvery much,
They contain migstatements, misrepresentations and ocmissions in an
extreme degree. One of them, the presentinz of it in this case and
at this time —- I am not indicating whaet anybody's motives are but

it is what would ba done if there wore a very grave failure to meet
public responsibility, as what would be done iT there had been &

very grave failure to meet responsibility to the public and there

was an effort fo minimize thet failure and cover it up by bringing

it in under favoreble circumstences. On that point I could not

speak on short notice; T would have to fake a careful statemant,

It i= the kind of action that would be taken by pecple who wers aware
of having gravely failed in public obligrtions and were trying to |
present a preliminary test Iin a favorabla atmosphers,
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THE FRESIDENT: You do not want at this time to spocify?

CHATRUAN ARTHUR MORGAN: I must do that with care and the
some is truo with rospect to the othor ono,

IR, LILIENTHAL: I sinply want the record to show that that
is nothing olsc but &n additionnl chargo cgainst the Board,

THE PRESIDENT: In othor vwords, a noew chargoe of misreprescnte-
tion in setting up this rocord?

MR, LILTENTHAL: And in inferring a fedlure on our port to
carry out a publiec duty,

CHiTRAAN ARTHUR MORGAN: I said that if it wore dene for that
purpese, the same thing would be done, I do not say that it is done for
that purpose et al11, It requiros a great doal of redtraint on my part not to
speak strongly for tho moment, I think I should net,

THE PRESITENT: Therc 1s one question T want to’ask because it is
related to the conference I held on the 30th of Scptember, 1936, I know
thet you were in Now York on the 20th oll doy and epperently on the morn—
ing of the 29th wund, prior to the conforance, you werc thore with Mr,
Hamilton, os his travcl roquest shows, I om morking the travel requost
in ovidence.

g £ ;”;‘; A ;7/ // (Travel request marked in evidenco)

CHATRMAN ARTHUR MCROMAN: Yes,

| THE FRESIDHIT: I have to ask you, why did you go to New York
for the final proparation of this memorandum?

CHAIRMAEN ARTHUR MORGAN: I wanted some technical facts concerning
transmission conditions and the possibilities, In your cell on the Board
for the power pooling conferonce you had mentioned a successful power pool
in this country, that of Samucl Ferguson ot Hartford, Connceticut, I had
heard of him, Mr, Iilienthal spoke of him in good terms ond I knew he was
cne of the very fewr utility cxecutives in fnordca vho was friendly to the
TVA end who had sane information about power pools., In New York I mot
him and thero were alsc one or twe matters with reference to-the policy
phase of the situation that I vmnted to ask Cwen Young sbout, inasmich as
you were asking him in as 2 fricnd of the Sdmimistration., I spent possibly
30 minutes in the offico of Owon Young and asked Samiel Ferpuson to mect me
there and I went over certain technical matters of pover transmission vwith

those two men.

Now, those were the only contacts I had in any way, shape or
manner with any utility people in this connection with one singlec exception,
I wanted to lmow how many miles of transmission ling the Commomrealth &
Southern Corporation had in the south and Mr, Hamilton, .while I was present
in the room, called up the Commomealth & Southern office, asked for the
statistical division and asked how many miles of transmission line they

had in the southorn states, He was given that figure by the statistical
division, That was absolutcly the only contact, direct or indiréct, in

any way that I had with any l.l‘t-ﬂit}' intercats in that connection,

THE PRESIIENT: Do you know if Owen Young is connected in any way
with the Commenvealth & Southorn?

CHATRMIN WORGAN: T don't kmow that he is. You had invited him
to come to the meecting hore— not as a utility man — and I asked him —

THE PRESIDENT: T would not say thiy es a general allegation bo—
cause it is a Jmown fact that Ur, Owen Young's principal business is the
aupplying of cloctrical machinery of all {ypes to utilities and to users
of utlilities,

| CH IR ARTHUR MORGAN: He supplied o great doal to tha TVA
but I lnet that he vms a supportor and a friend of yours,

B —




-72 A

THE PHESIDENT: Note that in the discussion of the
charges by Dr. H. A, Morpan and ¥r, Tdlienthal we tock up charges
1 and 2 and then numbers 4 end 5, We now go hack to number 3,
Dr, M. A+ Morgan and My, Lilienthal, in charge number 3, alleged,
"It 1s not pemissible for the Chairman of the Board after Board
action has been duly talen to fail and refuse to carry out
explicit action taken by the Board, Flease give me facts on
aﬁp::irin instances, if any, thet you had in mind in making this
L gﬂ'

MR, LILTENTHAL: We regard the facts set out under
charge number 2, that is the attacks upon the integrity and so
forth, as supporting this charge but in addition and as an
Mustration of this charge and an 1 Tuminating $1Tustration of
the administrative difficultdes under which we have been laboring,
I should like to relate in particular certain formal Board action and
direction to the Chairman of the Heard taken by the Board on August 4
by wnanimous vote,

THE FRESIDENT: August 4, what?
MR. LILTRITHAL: August 4, 1936, by unanimous vote,
Dii. H. A. HORGAW: Not 1936, 1537,

G, LILIEMNTHAL: No, 1936, The becipround of this alos
relates to the policy, difference of oninion amongz the members of
the Board brought to you from time to time for counscl cn territorial
restriction, The temporary territorisl restriction clause in the
so—called Jamusry 4 coniract had failed of its purpose because of
litization, because of obstacles that had resulted in a wasto of a
great amount of power.

I had e:pressed grave doubts even on temporary basis of
the legality of such a restriction, tut this was during the periocd
when all of us, as we should in collective Judgnents, wers ylelding
our judgment in the interest of parliament, in unity,

But at the time of the complotion of the lorris Dam and
thercfore at the imminent expiration of that contract, the negotia-
ticns for the renowml or the cxtension of that contract were pending,
Wow in the light of the demends for power vhich were beins made at
the time by publie and ceoperstive apgencies and aftor consuliing
counsel and restudying them and after consulting you and after
repoatel and exbonded Board discussions and helpful interchango of
views extending as a matter of fact almost from the time of the ‘
first mecting of the Board, it wes my conclusion that the sale of
pover to public agencies could no longer be barrod on that besis
and at a moobing on August 3, 1936 of all the membors of the Board
I proposcd in substance thet I bo direccted in these negotiztions J
for a now controct o stand on the following policy, that in future |
contracts, the Authority will not agrec to territorial restrictions
en the sale of TVA powor to vublic agoncies.

That ic a very compressed stotement of the policy. I ox-
plained to the Board at thot tinme that the issuc from 2 time point
of viow was eritical sinece in the negetiations for tho ronowal of the
contract and for the sale of power Mr. Willkic, as I have said bofore,
insisted on what scoms to me a domand for territorial moncpely o8 a
condition to pownr sales contracts. Othor propesals were made bubt so
far as poldey was concorned that was the position. I assorted =t
the Board mocting that I assumed tiidis was the Boardlts policys It had
been discusaed many times that it was one of the motiors diseussed
vith you for your couneil and that I thought it had buoen discusscd
sufficiently, Chairman Morgan thought he wanted morc time snd in
defurence to that view the matter was not docided at that mocting
but vas brought wp again on the following day, August 4, 1936.
Chairman Mergon still felt tle policy was not a correct ono but
Joined vith us in dyafting a form of statoment to that policy and
that ' form was as I have quoted to you a momont LEo. 4 volo wos l
token, tho motion was cerriod, Chaimman Morgan veting nay,
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I had conferonces betwoen the President end the Board in the
spring of 1936. In anticipetion of the expiration of the January 4 con-
tract you hed suggested that you might be of sorvice to the Doard where
major questions of power policy arosc on which thery wes & division HEMONg
the Board and where thut hnppened it might be helpful to have 4 discussion
with you. This question of policy aa to territorial restrictio, 8 was the
oldest and most serious of questions upon which the members of /the Board ,
almost from the first, had difficulty. Accordingly at this meeting of
August 4, the Board unanimously agreed to telograph the President - you
were then at Hyde Park - requesting a confersncs on this "major policy
concerning power". Ve discussed tho form of tho telesgram and it woe d ad
Jointly, Chairman Morgan doing the longhand work on ¥ellow pnd poper and F&
8lsc discussed in detail the form of an explanatory lstter which Cha
Morgan felt should accompany such telegram. Both of these - the lother was
for the signaoture of the Chairman and the telegram for the signctures of
tho threc members of tho Board,

The lotter stated - and { want to offer a copy to the record, it
is a letter to you, Sir, of August 4: "Since there is o disagresment within
the Board as to this policy, Mr, Lilienthal provosed that the Board request
a moeting with you, ond the following telegram was sent", and then it quotes
the telegrom, ond thut will aprenr in the exhibit, The meeting went on on
other mattors. Mr. Blanford who ot that tima, I believe, was the Coordinutor,
brought in from the Chairman's secratnr:y conics of the telegram for Harcourt
A« Morgan und myself for our files. The Chniimen sont neither the telogram
nor the letter as direscted.

The meeting concluded atlabout :levern or aleven-thirtv. The
Chairman left Knoxville fnr Washington severs) fasurs lator -- T think two-
thirty or so., Thot day ot six-forty the Ca‘rman sent a telegram, a cony
of which I will submit for the rscarh, to the Acting Goneral Memager asking
that he tell the ather members of tho Boerd that efter further considsration
be decided not to send the telegram becauss he thought 1t would be "putting
pressure on the President”, The telsgrom from Choitman Morgan was sent by
train. It arrived the next day, In e letter of cxnlanantion dated in Vash-
ington August 5 but postmarked in Naw York August 7, Chelrman Morgan changed
his explanttion. He then seid he hed Feiled to send the telegrom before
leaving KEnoxvills through unintentional misunderstanding but "felt atified
in aeting on my more deliberate judgment in declining to sign my nnég to itn,
He gave os o new reason in this letter that it was unfaip "to suddehly pre-
sent to the Board mntters of great importonce and then to urge immefiate
action" and that the person who mokes sroposuls may hoave carefully ponsid-
ered thom "whereas to the members wio hnve not heard the matter ingjistence
upon mediation may be very cmberrassing". i

Mr. President, this memorendum seems to us very I‘E?Eﬂlingr of an
administrative ottitude which we have charged to he incompetible with the
carrying forward of a great project of this kind. First it shows in our

"opinion that the Choirmen believed he wns not bound even by ‘unanimous Board
action whon subsequontly he changed his mind. Second that although the de-
ley which gives nim justification for refusing to send the telegram was
attributed to misunderstanding, it is hard to see how there could Ye o mis-
understanding on the part of o trained office staff since the exact form of
the telegram nnd the exact form of the letter were cgreed upon at-fhe Board
meeting and typed copiocs of the telsgram were distributed before thé Board
ad journad, and third even thouzh at the Chairman's roquest urgent ;ﬁgﬂtia*
tiona were postponed with the utilities pending the eonference, thé Chairman
Telt it unnecessary to carry out the mction which would permit ealling for
such transnction. 3
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. The Chairman states surprise on a matter which had been &

subjeot of continuous debate within the Board snd of o number of
cenferences with the President virtually from the crestion of the
Authority. It will be noted that Chairman Morgen did not hesitate to
use the name of the President in an effort to intimidate a majority
of the Board from giving to the President for decision a controversy
hich had arisen in the Board and which the President had suggested
ﬁlH‘IBﬁi’ should be submitted to him for counsel end disoussion under such cir-
umstances. I should like to submit in sufport of thut as exhibits
45, Y6, |(which sre identified for the record) copy of the letter drafted by
the Board, mailed August 5; copy of the telegram which was not sent;
¥7 #{, |copy of the Board's resolution authorizing me to enter into negotia-
/ tions with utilities, but providing that the pelicy s to territorisl
¥4 S0, |restrictions would not be insisted upon until we had had an opportunity
2 to discuss the matter with you; a telegram from Chaimman Morgan to
AND ..5? Mr. John B. Blandford indicsting that the telegram was not being semt;
& memorandum from Chelrman Morgun to his fellow membars on the board
explaining why the telegram hed not been sent; and a letter to the
President dated August 6§ from Dr. H. A. Morgan and myself written after
we had learned that the telegram hed not been sent; memorandum dated
August 4 from ne to the Hoard of Directors indicating s polioy on
territorial restriection.

MR, EARLY: 41l of these for the record have been summerized
and the gist of them given. I don't think it i: necessary to publish
them or inelude them textually.

THE PRESIDEIT: No. Chalrman Morgsn, is there anything that
You want to sy regarding that?

DR. ARTHUR E. MORGAN: Mr. Fresident, that is a relatively
eimple case. If 1 could speek on that a minute without commiting myself
as to policy on the rest of the hearing I should like to.

This meeting es it was called is charecteristic in that
B vory vital matter was suddenly sutmitted to the Eoard without
imowledge that it would ceme up &t the meeting., I differed in poliey,
but there can be a great deal of astress in the mestings. This emergency
now may have been thought of for months and we must get it off today.
There is a commen stretegy as to bringing something in after long
deliterstion snd rushing it through at that meeting when I haven't had
any time to considar it.

Now, there as thet telegrim was prepared to be sent with my
name ¢n 1t -- my secretary, Miss Ruth McGee, at the time, worked in the
cutside office and she typed it, etc. There wos more than ome draft of
it and at the earlier draft I had said to her: "I want to see this
before it goes out." Then it had come in and gone out of the offise end
I think perhaps Mr. Blandiord picked out the time, I can't recall, but I
thought it hud gone end Miss McGee end I were prepering to come to
Washington on tie train to do semething, I did not lmow wntil we were
on the train, we were talking thinpgs over and she asked me, "what about
that telegram?" I said: "Qh, hasn't it gone?" She said: "No." I
thought it had been sent until then and that is why it was not sent
while I was in the office.

But after I had time to sit down after the heat of the meeting
1 felt more strongly than ever that it should not be sent because I
believed it would, whether intentionally or not, put you on the spot.
I thought it very definitely seemed to force you to m comclusion when
you had certain matters under considerstion where you naturally ought
to have a little more time for that and, therefore, at the very next
station we wired the Board.

s
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g We discussed, my sscretary and T, how the Board would

be most apt to get this at once becesuse they had indicated they
were leavine the office. We sald it would be most likely to get
to them if we sent it to the Coordinator — similar now to the
General Manager, We sent the telegram to the Coordinator in
which I said to our Beard that I did not want my name on that
telegrem.

ow, that degree of reconsideration of s decliaion made
under pressure seemed to me not to be heyond the decencies and
proprieties of & board to try and work things out.

And as to the letter itself, that wes drefted end in-
astead of putting it in the meil it was brought here, it was de-
livered to you here in the White House. 8o thet I think I have
ateted very clearly the sequencc of events. I thought the tele-
gram was sent, I hed had s chance to think over it a little bit.
I felt on deliberation it would bo unwise for my name %o be on
that, I irmedintely wired the Boerd and told them the fects, so
that if they wanted to act they could. My motive was to keep
you from belng put on the spot.

I think 1t was & proper sction cn my part, even if 1
had been pressed into it to wote for a thing and wish an hour

afterwards that T hadnlt,

MR, LILIENTHAL: Mr, President; may I respond to that }
only in this way, thet in a letter Chalrman Morgan sent to
Senator Norris on August 13, 1936, he states a different reascn
than the one that has been now suggested snd the one suggested
in his memorandum to us.

{The lattor referred o was deted Knoxville, Tenneasee,
August 13, 1936, eand sddresscd to Honoreble George W. Norris,
United States Senetor, Waupace, Wisconsin)

MR, LILIENTHAL: T mey say that this is not violsting
any confidence, because Chairmen Morgen said, "You may usa your
ovn judgment in showing or quoting this letter to Mr. Iilien-
thalv,

In Chairmen Morgen's lettor to Senator Norris, he refers
to the memorandum to the Board. He states in this letter thet he
had received 2 porsonsl letter from the President requesting him
4o see the President shortly nfter tha Tirst of Augnst to diascuss
power poliey. Chairmen Morgen stated in this letter thet, "for
the President to receive this telegrem, sont by oll the Directors,
might seem to be p reply to his letter to me which 1t wes not.

T therefore felt thrt in fairness to him on explemetory letter
ghould resch him firstY, ‘

In this lettor to Senetor Norris, Ohairmen Morgen does

not refer to nny of the earlier rensons ho had given for not send-

ing the telugrem except tho circumstahce of delay that rested

entirely on this new recson, It ought to be noted, too, ineidentelly,

that in thrt letter to Senator Norrie, Chalrmen Morgnn referred to

the memorandum to %he Board drted August 5, in which he sets out his

gpen for not following the Bonrd's directions, which memorandum

o wns dnted Aumust 5 but postmerked August 7, ns the "Memormndum T -

Efﬁ;i;ﬁff 52 wrote to the Boerd on Auguat ™, I peointed out, inecidontelly, that

it ppperrs thet Cheirman Morgon either miedated his memorendum or

ho huld the momorendum of explenntion to the Boord of this extra-

ordinery incident two cdditionel dnys sfter it wes written. I

gubmit the letter. (This letter is identified on this paoge.)



CHATRMAN MORGAN: As to that, there ls absolutely no
conflict between thoss statements. There is no oconflict thers.

PRESIDENT ROOSEVELT: There is one other matter which is
8 bit gemerel. I don't know whether Dr. H. A. Morgen apd Mr, Lilien-
thal want to say anything about it., In reading the documsnt to
me of January 18, 1938, they make other less specific but neverthe-
less fairly clear charges on which I want whataver other facts you
had in mind,

You imply in the documant of January 18, that Chairman
Morgan is actuated by "The doctrine of rule or ruin", and "personal
considerations™, Those again are pretty general statements. Do you
wish to say anything about those two?

MR. LILIENTHAL: It seems to me, Mr. Presldent, that that,
a8 well as the charge that has been mads of & consplracy between hia
fellow members of the Board ought to be gone into., The wholas record
from May, 1936, subsequent to that, we believe, if msnalyzed,
supports that conclusion.

DR. H. A, MORGAN: I have a merorandum which deals somewhet
with the answer, This enswer of the Chairmon on collusion and con-
gpiracy, charges which I think may clarify in a meesure the statement
on which you requested explanation or further facts. I say that so
far as I have personally been concernsd, end so far as I have been
able to interpret Mr. Lilienthal's position, that we have alwayas
been ready and sager te cooperate with the Chalrmen apd to work in
harmony together. A4s stated in our memorandum to you, Mr. President,
on January 18, we have always been resdy and sanxious to cooparate
with the Board and te work together in harmony with each other and
with the Chairman and as we said in that memorandum, prior to May,
1936, it wea possible for us to work in this wey. Thara were, of
ecourse, differences of opinion on matters of policy from time to time
but this was only noturel and was to be expected in any democratic
orgenization. The harmony in the Board during all thet pericd is
attested by the facts that all sctions taken up to May 1936 were, by
unanimoue votea, I ecalled attention to that in a previous statemsnt,
Mot a single dissent wes recorded in the minutes of the Board.

CHATRMAN MORGAN: I should like to make just one gensral
statement inasmuch as this is all going to the Press., The difficulties
I have encountered bsgan within & few weeks after the organization of
the TVA and they wers very critical, and they continued through the
years, The faoot that for three years there was not = dissent in the
vote of the Authority, that there was appsrent harmony, represents
three long, painful, trying years and forbearance and patience,
because I thought that another sclution would come out, and that I
could weit and walt and wait and do ‘my best during that time. Thers
is just one other remark as this comed to a closs: All thess charges
are having cireculation, end 1f I have ftime to answer them, the answar
should have the same opportunity for distrituticn.
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THE PRESIDENT: In that connection there are two matters
that I should like to put Into the record because they are matters
NoT %?‘}? relating to specific things that might come up, The first is a
E BITS: memorandum from Secretary Early to me on the sixth of August, 1936.
ki / y t reads as follows: "Secretary Early to remind the President of
#PPAHE”'}* T the letters he has recelved from Dr. Arthur Morgan. To tell the
RET}H*EpFTE ?9President that Arthur Morgan is most enxious for a conference with
PRESIPE him here or in Washington."
DFFICE \ -
This wae written, I take it, at Hyde Park

MR. EARLY: Yes, it must have been.

THE PRESIDENT: (contimuing to remd): "That Dr. Arthur
Morgan would like to see him for a few minutes alone before the
other members of TVA ars brought into the Conference. Dr, Arthur
Morgan ssys that at a recont meeting of TVA the Board voted on cer-
tain power policies. Dr. Arthur Morgan opposed the action by the
Board but was voted down. He thinks it very important that the
President see the Board and have a talk on power pelicy. Dr. Morgan
wants the President to be assured that he is going along, will make
no trouble, and that the reports to the contrary need not be of any
concern or cause any apprehensicn whatever to the President."

That was shortly before the resclution vete of the fourth
of Augvst. It was two doys after that.

CHATRMAN MORCAN: In 19367
THE PRESIDENT: Yes.

CHATRMAN MORGAN: I would like to interpose there that
at the time of Mr. Lilienthal's reappointment it was the Presidentiel
period and any disturbance before election might have been serious
and there had been a rumor from somewhere that I was going to bresk
over the traces, and I wanted to assure the President that during
that time I was not going to.

THE PRESIDENT: The other metter that should appesr some-
A p?‘* RE;’_LK where in the record is the fact that beginnin_ on May 18, 1936, 1
RETAINED received & recommendation in regard te reorganization of the TVA
AL 5S¢0 from Chairman Morgen.,

As I understend the prior facts, when the Authority was
first set up, as & matter of immediate and temporsry convenience,
it wag decided that there should be a temporary divielon of the
prellminary work; that Chaoirman Morgan was to underteke the enginser-
ing and the preliminary work locking towards the complstion of
existing dams epnd the building of new dams; that Dr. H. A. Morgan
should undertske the revemping and the putting on its feet of the
fertilizer experiments at Muscle Sheals and everything having to do
with the scll erosion and of things through fertilizers, and that
Mr., Lilienthael, in general, was to work on the problem of the trans-
migsion and distritution of potential power, both exlsting power at
the Wileson Dam snd future power at the new dams that were being
plenned.
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That temporary allocation of duties worked on the whole,
considering that it was & brand new organization, carrying out new
policies. It worked well for the first two years.

During the winter of 1935-36 -- I think my dates are
right -- there was friction in regard to personnsl and I talked with
all three mewbers, both colloctively end individuslly in regard to
irproving the coubined work, especially in personnel, of the three
major sotivities. The result wes that in Mdy, on May 18, 1935,
Chairman Morgan proposed in a letter to me certain steps for ths re-
organization of the TVA. This lettor is svailable at eny time., It
ie very short. He recomrended three steps, Tirst for the appointment
of a general mansger to have responsibility and authority to admin-
ister the TVA program and that the functions of the Foard should be
to forrmulate and to adept policies nnd general plans., He recommended
in this same first recommendation that only unenimous action by the g
TVA Directors be effective in the adoption of policies. He stated
that he wished to nominate & man for general mansger.

®

The Becond recomrwndation relsted to a consolidation
under the general manager of the engincering stnffs and the functions
of both the Engineering and Qonstruction Division and the Power
Division.

The third recomendaticon was for the eppointment of &
board of consultants to davelop policy plan snd program for pOWer.
Chel rman Morgen said, "I wish to nominnte the menbers of that con-
sulting board to be epproved by the Board of Directors of the TVA."

During that surmer of 1936, and the Autuwim, many discussions
were held in regard to meorganization. I felt that the problem of
reorgenizotion ought to be primarily one to be determined by the
Board itself, that it wes not a metter which should be loaded onto
the President for a decision. One of the duties of the Board itself
wos to g8t up its own organization,

However, things did not improve end finally, after consult-
ing with differsnt menboras of the Boerd, I appolinmted a personal
comitteo to go to the Tennessoe Valley, study the problem at firss
hond end maks & report to me. They wers cppeinted on April 3, 1837,
They consisted of Asst. Seey, of Cormerce, Zrnest G. Lreaper, Hoear
Mimirel A, L. Parsons, of the Civil Engineer Corps of the U. 5.

Hovy, and Mr, Heobert Emmerich, Deputy Governor of the Farm Crudit
Administration, all of thum expsriunced in thé sotting up and per-
fecting of orgenizotionel work. They hed the nssistance of lir.

John 1. Caus, snothor axpurﬂced men, who sctud as consultont to !
the committes. They went tG/Tennosses Valloy; thay looked over the '
physical problems and the personnel problems., They reported to me

on the 14th of Mry =toting thet thoy had & greot denl of halpful

cooperation from thue merbors of the Board snd Steff of the Tennessue

Vrlley Authority. Their repert, 29 pages long, is aveilablu, but

ot thie time I want only to refer to ons or two portivms of the re-

port, roleting to the form of orgonizetion or the work of the

Tennessoe Velluy Authority under th. existing lew, In regord to the

Bourd of Dirsctors they found the following:
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"Granting the possible noed for division of administra- |
tive function among Board members in the nascent period of the |
Authority, the time io past when this form of orgenizstion can con- (
tinue effectively. It is essentiml that the members of the Board |
disocontinue operating es three independent administrators and pro-
ceed to operate only by Board action os o Board, The Board mombers ‘
should undertake no individusl administrative mction. They should
refrain from directing the operations of eny of the departments or
of any of the personnal. They should divest themselves of a1l
supervislon of all specific mctivities or projects. In Board meat-
ings they should not have different spheres of interest, Reports should
be made by the management to the Boerd as a whole, not to individual
members of the Board. Instructions should be transmitted to the man-
sganent by the Board and not by individusl directors. All of the mem-
bers of the Board should be interested in and teke tire to etudy all
of the important angles of the operations of the Authority.

THE PRESIDENT: "“They should be relieved of management functions and
ghould be free to devote themselves as a Board to planning and policy
management, MNepotimtions with outside interests should not be con-
ducted by Board members but should be conducted either by the entire
Board cr delegated to mewbers of its sta®f., Public statements in
planning nommit:snte on the part of the ‘uthority by individusl di-
rectors s"-ull nut be made unless specificelly wuthorised by the Hoard
as such.”

Later on the report saya "thet for all other purposes,
that is outside of legal advice, the Board's contact with the man-

agement should be through a general manager.”

Without going into furthor deteils it was largely, I
think, as a result of this report that the Board did eppoint a
general manager and he is now functioning so far as its personnel
goes, so Ier as the avoidance of the duplieation of work goes,
through this general meneger. 1In other words, I take it that the
greater part of the recommendations of this Board of three which I
called to give me a report, have been carried out, Is that sub-
stantially true?

DRE. MORGAN: At your suggestion prior to the appointment of this
Board, our Board organized an acting Ceneral Maneger -- and I think
that was very helpful to this Board becsuse that had been in opera-
tion coming out.of the old coordinator's job. Our Board prior to

the time you had asked this acting Gene ml Manager to give a state-
ment to the Hoard on organizing -- the remarkeble thing is that those
few statements are almost parallel which wee given your member and the
Acting General Manager of the Board.

THE PRESIDENT: If there is nothing further I want to make one vary
short final statemsnt. I have now heard the charges and counter-
charges of the TVA Board. I have ¢ndeavored to give sach side the | -
oppartunity of answering the complaints of the other side. Frankly,

I em diseppointed that Chairman Morgan has not enswered by giving

any factual snswers to the gquaestions which I have put, but I hope

that in the course of the next week Chairman Morgan will realize

that it is of the utmost importance to the continuation of the work

that he should reply to very simple factual questions,
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He should have overy opportunity so to Jo. Aud, therefore, if
it is agreeable to him and to the other two membors, who also may want
to present additicnal facte, I will set n resumption of this hearing for
& week from today, Friday morning, at cleven o'elock, and {f you care to
appear in person at thet time it will be entirely agresable to me. If
you prefer to submit any factual report in writing without appesring, use

your own Jjudgment,

But again I want to moke it clenr that what we have discussed
today relates to general charges and I have besn seeking to get specific
Justification for these general charges. We cannot in the public interest
allow them to remain on the record merely as genersl charges, and so a
week from today I hope that you will either come perscnally or submit to
me such other or further definite factual ovidence, not of opinions, but
of fact and fact only, as relate to the subjects that we have talked of
today. When that time comes of coursc it will be my duty to detormine
what further sction is necessary in the public interest, I do call your
attention to this fact, that the Board, the Temnesses Valley Authority,
is obout to resume very important negotiations with privete utility in-
terasts, negotiations that inevitably will be difficult snd delicete. In
my judgment, the public interest cannot further be jeopardized by internal
dissension and I can only roiterate that it is the duty of every member of
the Board to conslder at Board neetings imporsonally and objectively the
important problems und polieies of the Tennossae Velley Authority and not
to obstruct the carrylng out of decisions resched by ¢ mnjority of the
Board. JMud I must say quite frankly that any of you who cannot do thet
owe 1t to the publie of the United States nat to remair on the Board. I
think that covers everything. g

MR, LILIENTHAL: Except one thing, Mr. President. 0Dr. Hareourt
A. Morgen and myself havs boen charged with dishonesty and corruption and
that charge has been so interpreted through the country. We stand charged
#8 dishonest and corrupt public servents throughout this vhole country,
and & stalf of elmost fourteen thousand splendid men and women are under
that ecloud. We have had no facts to support charges which certainly must
have had faets hefore they wers mede. I am surn you appreciate that in
additien to our offielsl econcern about this matter thet after all we heve
o very deep perasonnl concern and jemlousy about our honor and the tax upon
our honor.

THE FRESIDENT: I appreciate fully thet situstion but st the same
time I must leon over backwards not to reilroad ony hearing through where
cne of the membors being heard has stated thst there src some things which
he would like to have time to ennsider. .

OR. ARTHUR E. #CRGAN: That ilen't exaetly whet I asked. I szaid
that my relationship to your request for information was somothing that 1
needed to have time to consider. And, incidentully, sbout how long befora
thic transeript would be available?

THE PRESIDENT: I think tonight.

MH. EARLY: We will have it ready, Sir, I think within the hour.
Mot ell of these documents, howevsr, will be given textuslly. Identifica-
tions %1ll appecr in the recorl but not the toxt.

IR, ARTHUR E. KORGAN: But the list of docunents?

MR. EARLY: TYas.

THE PRESIDENT: And if you went any of those thot epe listed and
which cre not asctually in the reoeord itsell they will be available to you
in Hr, Early's office, so ir it is convenicnt to you, Mr. Turly will send

a8 complete copy -- 1t is getting late now -- to ench ona of you, to tho
hotel,

ME. EARLY: Mr. President, it would take the office s week to copy
tiat entirely.

THE PRESIDENT: I mean # enpy of the hearing.

MR, EARLY: I cen get those to you tonight if you would like them,
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M, ARTHUR MORGAN: Mr. President, before I go I would
like to make this statement:

I personally want to thenk the Prosident for the
fine consideration he haz shown us.

(The conference vas adjourned at six o'cleck, P.l., to
reconvene Friday, March 18, et eleven o'clock, A.M.)



	0001
	0002
	0003
	0004
	0005
	0006
	0007
	0008
	0009
	0010
	0011
	0012
	0013
	0014
	0015
	0016
	0017
	0018
	0019
	0020
	0021
	0022
	0023
	0024
	0025
	0026
	0027
	0028
	0029
	0030
	0031
	0032
	0033
	0034
	0035
	0036
	0037
	0038
	0039
	0040
	0041
	0042
	0043
	0044
	0045
	0046
	0047
	0048
	0049
	0050
	0051
	0052
	0053
	0054
	0055
	0056
	0057
	0058
	0059
	0060
	0061
	0062
	0063
	0064
	0065
	0066
	0067
	0068
	0069
	0070
	0071
	0072
	0073
	0074
	0075
	0076
	0077
	0078
	0079
	0080
	0081
	0082
	0083
	0084
	0085
	0086
	0087
	0088
	0089
	0090
	0091
	0092
	0093
	0094
	0095
	0096
	0097
	0098
	0099
	0100
	0101
	0102
	0103
	0104
	0105
	0106
	0107
	0108
	0109
	0110
	0111
	0112
	0113
	0114
	0115
	0116
	0117
	0118
	0119
	0120
	0121
	0122
	0123
	0124
	0125
	0126

