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Washington, D. C.,
March 18, 1938.
Dear Mr. Presldent:

At the conference held wlith you last Fpriday I stated
that I could not particlpate for the reason that such a proc edure
could not bring out the many pertirent facts which must necessar-
1ly be consgldered 1in order tw arrive at an informed and correct
conclusion. I stated that the meeting was not and co uld not be
a useful, fact—findlng occaslon. You must know how much I dis-
liked to put myself in a position of even seeming not to comply
with your wlshe s,

I took thls course = mrd for me, I agssure you - not in
the least in any spirit of deflance, but with 2 very deep sense of
obligatlon to you and respect for your high office, and I feel,
with a very deep conviction, that the course I felt compelled to
take was altogether 1n the best interests of the T.V.A.

During the week I have reconsidered the question of the
right course for me to pursue; and I want you to know that I have
had uppermost in my mind" the welfare of the T.V.A. and my relatlons
to you, thmugh whose sppolntment I have had entrusted as one of
three to organize and administer thls great undertaking, 1n such
manner that it would contrlbute its part to the achlevement of
the high soclal obJectlves of your Administration.

The reconslderation which I have glven to thls whole
matter in the 1light of the record which has been made thus far
has confirmed my opinion that 1t really 1s not posslble 1n sesslons

of this o rt to go deeply and thoroughly enough into the facts




pertinent to the issues to get the truth with respect to these
metters, I do not belleve that 1t 1s elther wlse or possible to
attempt to arrive at a conclusion by taking unsupported statements
of Board members, includlng myself.

May I point out by way of 1illustration one single point
ralsed in the dlscuaslon of the Berry Marhle case = one of the
slmplest points upon which astatements were made at last Friday's
meeting. It was stated that until just shortly before the hearing

s et (937,
of the case before the lZ!r;::mmiEl[~:tj.r:r1'1e:t's‘,,h nobody had any evidence of
bad falth; that there were only rumors. The record shows that
under date of July 13, 1936, a "Conclllation Agreement" was made
with Mg)or Berry. I had no notice of the meetlng at which the
agreement was mede and I was not present. I protested agalnst
this agreement on the ground, among others, that 1t recognlzed
velue in the Berry claims which on the facts then known showed all °
the ear-marks of bvelng made in bad falth., I continued to protest.
Nevertheless on February 25, 1937, as shown by the record, the
agreement was ageln sppmved. The record shows that 1 voted
against that resolution., Now the question 1s, what were the facts

known by all three directors at that time which led me, and should

have led the other two, to the inevlitable concluslon that there was
bad falth In the presentatlion of these claims.

At this meeting on February 25, 1937, when the Concllla-—
tion Contract was agaln epproved by the Board, I and thé othe r mem—
bers of the Board had before ue the followlng positive facts, whlch
to me showed clearly — and I assert they would show to any reason~

able and pmdent’l:man - that these clalms were made in bad falthi




l. The T.V.A. geologlsts, independent geologlsets
of high standing, and a wholly independent committee of
practical marhle experts, after thorough investigation
had reported that the marble deposits were of absolutely
no value commercially. Dr. Prouty, Professor of Geology
of the University of North Cgrolims, .ha:d .rapoftad., in re-
ferrirg to these marble deposits, that "none of them were
worth quarrying®. Dr. Burchard of the United States Geologlc
Survey mde a simllar report. All the othe magreed wlith
this finding of no value.

2, Record tlitles to the leases were not in Majlor
Berry. He was a stranger to the record.

3. Major Berry, in August 1956, had positlvely de~
clined to state to the Board at my reque st what hlis inter—
est was, how he had acquired it, and the amount he had pald.

4, There was then end had been continual improper and
unseemly pressure exerted upon the Board on the part of
Ma)or Berry for payment by way of a private and non~public
gsettlement outside entl rely of the regular procedure for
the acquislition of lands and rights of lands by the T.V.A,

All the foregolng and other facts had been brought to

the attentlon of the other members of the Board prior to this
meeting of February 256, and on thelr face they were posltlve and
direct proofs of bad fal th.

T thus challenge the statement that there were only

rumors of bad felth, but ﬁl& only way posellle to make adequate
and regular proof of the facts would be by an orderly hearing,
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the examination of witnesses under ocath, and after é. full oppor-
tunity for argument.

I have thus stated thle single point in the Berry case
only by way of example. There are other very important points
not yet presented to you or to the public conc erning the handling
of the Berry case which can be shown only by wltnesses who may -
have to be subpoenaed and where there must be facilitiss for exam-—
lnation, cross“examination and argument , which are not avallalble
here,

May I add here that I think it clear that any public
servant deslring to protect the public interest, and having before
him the facts which I then had, would not posslbly have been Just-
ifled in taking any othe r position than the one I then took, and
constantly malntalned thereafter,

I had asked MajJor Erry, among other things, to dlsclose
his documente showlng his interest in the clalms. Major Berry re-
fused to produce them, and I was not supported by my fellow Board
members in my Lreque st and lnsglstence that they be produced. After—
wards and Jjust before the hearing some of them were obtalned by
others and presented to the condemnation Commissioners as proof of
bad fal th.

With respect to most of the other lssues ralsed last
Fridey there is even more necesslty of hearing wlitnesses and of
the produc tlon of documents. It will also be necessary to call
technical men and experts, to ascertaln the facts and their sig-

nificence in order to arrive at an informed and consildered Judgment.




I see only one way in which all the relevant facts on
these matters can be brought out! namely, by a full and impartial
inquiry by the Congress (through a Commit tee), in which the power
of subpoena can be made avallatble, and before which all the wit-
ne sses and documents can be produced.

I hope and belleve that on conslderation you will come
to the conclusion that ﬂﬁch an investigation ls the eppropriate
and effective way of dealing with this whole subject.

May I assure you that I have only one wish, namely, that
in the best interest of the T,V.A., every relevant fact be brought
out by the partles who know the facts at first hand, so that the
Pregldent end the Cormgress and the public may be fully informed.

It 1s for the reasons which I have stated that I have
felt impelled to maintaln the posltion which I have taken.

With great respect, I am as always,

Sincerely :.rr::nm:-q

Arthur E. Morgan.

The Presldent,
The White House,
Washington, D. C.
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Secretary to the President,
The White House.

March 19, 1938

i

Dgar Mr. McIntyre;
Just before Solicitor General
Jackson was called out of the city yester-
day he requested me to adviege him on the

subjeet of the enclosed memorandum.

As he left immedistely and ms the
informetion may be desired without delay
I em hending you my memorandum to him,
not being able to reach you on the tele-
rhone,

Sincerely yours,

M*u:\

Golden W. Bell,

e

Assistant Solicitor Genersal.

Fne,
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19-2-293 Bepurtment of Justice

Hinshington

March 18, '1938.

MEMORANDUL, FOR THE ACTING ATTORNEY GENTRAL

Re power of the President to remove the cheirmen of the Tennessea
Valley Authority from the office of chairman without removing him from
membership on the board,

The Tennessee Vallsy Authority Act, 48 Stat. 58, 59, provides in
section 2(a) as follows:

"The board of directors of the Corporation (hereinafter
referred to as the "board") shall be composed of three members,
to be appointed by the President, by and ‘with the advice and

consent of the Senate. In appointing the memwbers of the board,
the President shmll desicnate the chalrman,”

Dr. Arthur E. Morgen was nominsted by the President and conf'lrmed

by the Senate 2s a member, not as chairmen. Cong. Reec. vol. 77, D. 4627,
The chief clerk of the State Depertment has informed us that Dr.
-Qbrgﬁn wes commissioned es o member, not as chairman, snd that apparently
he was desiznated by the President as chaeiruan in e letter, independently
of the commission, in accordance with what the chief clerk stated to be the
usual practice. He did not have R copy of the letter,
The President's power to remove is founded upon the principle that
the power to remove is concomitant with the power to appoint, unless
denied or restricted by constitutional or valid statutory praovision. By

analogy the power to Adesignate carries with it the nower to revoke the

designation. . | ;>
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The statute provides that "In aprointing the members of the hoard,

the President shall designate the chairman." Tt is epparent that
the undaqgcdrﬂﬂ words were used somewhat loosely, perhaps in particular '
contemplation of the fact that the original designation of = chairman
would be in connection with the appointments of the mamparu. As =applied
to events transpiring after the initial appointments and designation of
the first chairmen, there is no occasion for construing the words as
contemplating that a chairman may be designated only when & new appoint-
ment is made,

If, for example, the chairmen should die, resign or be removed
an appreciable period might well elapse before a new member could be
selected, confirmed and commissioned--and the statute must be construed
as authorizing the designation of a chairmesn in such = case independently
of the new aeppointment, or else the functioning of the board might be
seriously handicapped. Similarly, it must be concluded that if the
member designated as chairman should decline after = period to continue
to serve as cheirman, but without resigning from the boérﬁ, there must
be power in the President to designate another chairman without the
necessity of removing the affected individual who might be a very capasble
member although an unsatisfactory chairman.

It is my opinlon the President has the power to revoke the designation
of Dr. Arthur E. Morgan &8s chairman and to designate another member as

chairman in lieu of Dr, Morgan.

Respectfully,

i

GOLDEN W. BELL,
Asslstant Solicitor Cenersal.
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TENNESSEE VALLEY AUTHORITY

Washington, D. C.

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

March 21, 1938

The President
The White House
Washington, D. C.

Dear Mr. President:

Since Friday last I have glven the deepest
coneideration to the questlon you put to me at
the end of the session. For ressons which I have

fiven in the two conferences already held, I feel
mpelled to say that I cannot participate further

in these proceedlngs.

Assuring you of my deep respect, I am

Very truly yours,

(}Jiijmuun, E?. M\éﬂurvjﬁr’““

Arthur E, Morgan
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STATEMENT BY DAVID E., LILIENTHAL, DIRECTOR, TENNESSEE VALLEY AUTHORITY

Mr. Willlde's press statement proposes that the Federal Govern-
ment (presumably the ﬁ“n) purchase "in their -ntirityi his "companies
in the Temnessee Valley." He seeks to Justify such a proposal
upon the ground that nnl} in this way can investors in these
companies be saved from destruction, The public is told that
this is the "last resort in a desperate situation,®

The facts show that there is no such erisis as he describes.
Every one of his southern companies did substantially more business
last year than in 1955 when the TVA was created; every one of
his companlies had more net earnings last year than in 1985, The
Tennessee Electric Power Company, in the very heart of the TVA
area, increased its net earnings after charges for the 12 months
ended November 30 in 1837 over the year 1956 by 15%; these net
earnings were 54% greater than in 1955,

For years now, Mr., Willkie has predicted financial catastrophe
for these companies in the TVA area, His forsbodings have been
consistently wrong,

Disaster is coming this time, he states, because certain
commnities have voted to build and operate their own electric
distribution systems, purchasing the power from TVA at wholesale,
some of them securing their construction funds through loan-ande
grant contracts with PWA unanimously upheld by the Snprul Court

on January 5, 1988,




On Friday last the President suggested that in commni-
ties where the citizens had voted to set up their own electric
plants, the utilities and the cities try to agree on the sale
of these distribution systems at a fair price, Right on the heels
of this reascnable suggestion of a means of avolding duplication,
Mr. Willkie makes the remarkable statement that nothing remains
except for the Federal Government to buy out his entire property
in that area.

No one wants two electric systems in a single town. No
one wants actual and prudent investment in useful property to
be destroyed. And neither uneconomic duplication nor disastrous
loss of useful property need occur in the Tennessee Valley if
the problem is approached, not in the spirit of trying te win
a debate in the newspapers, but by a calm and rational analysis
of the problem, and ﬁincere negotiations, By this method the
whole problem can be worked out without any such radical scheme
as he has suggast.eﬁ.

First, as to electric distribution systems in commnities
which have voted to own and operate their own electric systems,
and which lie within feasible distamce of TVA sources of power;
virtually every one of these commnities has persistently sought
to buy these properties from his companies rather than build




a duplicate and competing system. I know that the people in
the Tennessee Valley do not want avoidable competition and
they do not want to destroy a dollar's worth of actual ine-
vestment in useful property, Time and again, with great
patience, they have endeavored to buy, after the voters,
usually by overwhelming vote, have made their decision,
There is every reason to believe that if Mr, Willkie will
confer with officials of these localities, he will find a
germuine desire to reach a fair pricn. and in this way avoid
duplication, competition, and destruction of useful property.
In this effort the good offices of the Federal Government
will be available,

In those cammunities where Mr. Willkde's companies have
refused even to discuss sale, he must expect to find a cer-
tain smount of skepticism because of the past record of
litigation and obstruction. But this can be overcome by
clear evidence of a.gomina desire promptly to reach a fair
conclusion, and evidence of adequate authority for uvltimate
consummation of transactions and not merely more litigation,

What of the transmission lines owned by Mr, Willkie's
companies, which now bring power to these communities, lying
within the range of TVA dams, to which he might wish to sell
his distribution systems? Here, too, uneconomic duplication and
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destruction of prudent investment in useful property can be avoided
by the conference method. TVA and Mr, Willkie's companies could
negotiate for the sale to TVA of such of thesé transmission lines

as would serve the purposes of bﬁng:l.ng.lw.l. power to the commnities!
distribution systems. No detailed study of this matter has been made,
but I am confident that in this way the loss of actual investment
here would be little if any, provided the company wished to sell these
lines to the TVA. In the past, TVA has purchased transmission lines
under these very circumstances from Mr. Willkie's companies, and at
the present time a considerahle mileage of transmission lines is
being used Jointly by TVA and by Commonwealth & Southern to avoid
excessive investment and duplication., (Where utility properties

have been purchased by TVA, it has been the uniform policy "to take
over the personnel of the company," to use Mr, Willkie's expression,
and such po]:l.;:y would undoubtedly apply to any future purchases,)

This principle of the purchase of transmission lines would merely
have to be extended to other cases, and thus protect the legitimate
investment in Mr, Willkie's companies,

I need hardly say that TVA cannot and will not buy anything but
useful physical assets. It has no authority nor has it any intention
to pay for water or write-ups. Nor would TVA be a party to recommend=—
ing that any municipality pay inflated prices. And it is understood,
of course, that TVA would and could not be interested in purchasing
any interest in any holding campany; what we are talking about here

are the useful physical facilities of operating properties.




Now as to gemerating plants lying within the TVA area.

Mr, Willkie's companies in that area at the present time badly need
additional power supply. In the immediate future these companies
must either purchase power in substantial quantities from TVA or
build large additiona to their capacity, or both. This situation is
a complete answer to his statement that "the Presidemt's policy" of
the sale of distribution systems to the communities means that sources
of "generation....not purchased by the cities will be reduced to the
value of junk." The loss of market when any city begins purchasing
power from TVA will to that extent relieve Commonwealth and Southern
from the necessity of purchasing power from TVA or from some other
source. Furthermore, Commnonwealth and Southern owns & number of danms
on navigeble streams of the Tennessee River System, producing hydro-
electric power. If there is a desire on Mr. Willkie's part to sell,
IVA has the statutory and constitutional authority to buy such dams
and power plants, and to operate the dams in the interests of navigation,
flood control, and power.

The Federal govermment is wholly without power to deny to
municipaiities the rﬁght to set up their own plants, if under state law
the voters so datafmina. That is for the communities to decide for them-
selves. Nor has the Federal government sought to influence these local
determinations. The courts found that the Federal government, to quote

Mr. Justice Sutherland, made no efforts "to foster municipal ownership




of utilities". They also made findings that, solely to increase
employment, PWA offered loans and grants to cities for any kind of
public works properties which any city, of its own free will, might
select, and that the Federal government in no mamner urged or induced
cities to bulld power projects rather than sewers, court-houses, jails,
bridges, libraries or schools.

Since 1933 TVA has consistently urged cities which have voted to
acquire distribution gystems, to buy existing ones rather than build
duplicate systems. In most instances the companies have refused even
to enter negotiations with the citias; in others they either demanded
excessive prices, or insisted that the cities pay cash, and refused to

take amply secured city revenue bonds which would have been the equiva-

lent of cash. TVA, however, was most reluctant that duplicating systems

be built end therefore in 1934 procured an option frem one of Mr. Willkie's

companies to purchase fourteen local distribution systems. TVA then
negotiated with the cities under a plan by which it was to rehabilitate
the distribution systems and then sell them to the cities. Those
negotiations had reached the point of substantial consummation, when TVA
was notified that technical obstructions were to be interposed to the
consummation of the plan and the option was therefore cancelled.

In litigation which subseguently began between one of Mr. Willkie's

companies and PWA, witnesses called by the company's lawyers testified

(and the court so held in findings adopted by the Supreme Court) that TVA

- L]




and PWA had advised the representatives of cities that they desired

to avoid any loss to Alabama Power Company resulting from duplication
and that therefore no PWA loans and grants would be made if the option
plan could be carried out. It was only after the option plan was
obatructed that PWA made most of the loan and grant agreements with
those cities. After seversal years of litigation, the Supreme Court
refused to hold the PWA loan and grant agreements invalid. Those
agreaments are now in effect and the United Statea is obligated there-
under to make the loans and grants to the cities. Accordingly, unless
negotlations between the companies and the cities themselves are prompt-
ly renewed and are successful there is no way to prevent a duplication
of the distribution systems. If such renewed negotiations were success-
ful, and the cities purchased the companies facilities, then of course
the cities would voluntarily give up these PWA contracts.

These prnbléms can not Ee worked out through press statements but
only by businesslike discussion and negotlation. Of course, any
errengement negotiated by the parties must be approved as reasonable
to the utilities and the public after a hearing by appropriate state
end federal agencies. If pursuent to his expressed desire to sell,

Mr. Willkie resumes negotiations with the municipalities in question and
with TVA, I am confident that TVA, and probably every other branch of
the Federal government concerned will be glad to cooperate in working

out this problem on a fair, equitable basis.
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My dear Mr, President:

Your expression of confidence in sending
my name to the Senate for reappointment as a
director and chairman of the Tennessee Valley Auth-
ority affects me deeply. Your letter is most
generous,

I hope it is appropriate for me to say
that your inspiration, advice and counsel have been
of great help to me and my associates in carrying out
our work in accordance with the underlying prineciples
of democracy which your administration has so clearly
emphasized,

In accepting continuation of my obligations
under the Tennessee Valley Authority Act, I do so with
a full realization of the work ahead. The goal of
inoreased opportunity for the people of the area and
the Nation, through their contribution to the conserva-
tion and utilization of their resources of water, land,
and people, must be attained,

Faithfully yours,

Norsacal 7

Harcourt A, Morg

The President
The White House
Washington, D, C,




ANATYSTS OF TENNESSEE ELECTRIC POWER COMPANY ACQUISITION AGREEMENT

1. Purchase Bgicg. - : ' | .

The agreed purchase price for all of the physical ﬁlectric
properties and business of the Tennessee Electric Power Company and
Southern Tennessec Power Company as of May 1, 1539, is $78,600,000,

(The price is stated as of May 1, 1959; because this is the sarliest
probable date of conveyance,) This price, together with currsnt assets
retained by the Company and other adjustments, will yield the Company
approximately $80,000,000 for its electric properties and related current
assets, The precise allocation of the purchase pr%ee among local public
agencies for distribution facilities and the Tennéssee Valley Authority
for transmission and generation has not bean determined, but it is
probable that the TVA portion will be between $42,000,000 and $44,000,000,

Neshville, Chattanooga, and other local agencies will account for the

remainder of the purchase price in the acquisition of the several distri-

bution systems,

%+ Relation of Purchase Price to "Rate Base"

The claimed rate base on the properties as of January 1, 1938,
was $94,000,000, according to the analysis prepared by Lybrand, Ross
Erothers and Montgomery, pursuant to the direction of Commonwealth &
Southern Corporation, To this figure should be added approximately
$2,000,000 more for net additions and extensions, in order to bring
this rate base to May 1, 1939, The claimed rate base, according to the




Jackson and Moreland analysis, slso made at the Company's direction,
was $100,600,000, as of January 1, 18358, The purchase priée expressed
as a percentage of these rate bases, as of May 1, 1939, is therefore

82 per cent and 7646 per cent respectively, This compares with 105 per
cent of the claimed rate base represented by the price paid by TVA and
the City of Knoxville to Tennessee Public Service Company for the

electric facilities in Knoxville and vicinity,

5 Relation of Purchase Price to Original Cost and Cost of Reproduction.
The original cost depreciated, according to the Jackson and

Moreland analysis, was $99,500,000, as of January 1, 1938, and the
reproduction cost new less depreciation as of the same date, according
to Jackson and Moreland, was $121,451,000,

The original cost of the physical properties, excluding intangibles,
as of January 1, 1538, according to the Lybrand, Ross Brothers and Mont-
gomery audit made for TVA, was approximately $81,500,000, with new
additions to date of purchase increasing this figure to approximately
$83,500,000, The accrued depreciation for the properties, according
to the study made by TVA engineers on an age life basls, approximates
$24,000,000, leaving $59,500,000 as the original cost depreciated of
the physical properties according to the TVA analysis,

To give consideration to the difficulties of accurately
calculating accrued depreciation, and to take into consideration elements
of value not reflected in the cost of physical properties, such as
organization expenses, urdfication costs, and cost of service

installations for appliances on customers' premises, the Authority for
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1ts initial offer adjusted this figure to epproximately $67,500,000,
as of Jenuary 1, 1938, equivalent to approximately$9,500,000 as of
Ha:,r l, 1989,

4, Relation of Purchase Price to_ﬁaﬂ;,r Offers of Commonwealth & Southern

and TVA,
The Company's original offer to sell was premised on $106,000,000,

representing the opinion of the firm of Jackson and Moreland as to the fair
value of the Company's electric properties, Subsequently the Company
offered to sell at $96,000,000, which was claimed to represent the
Knoxville basis, This was later reduced to $94,000,000, which was
represented as the rate base fixed by the Tennessee Railway and Public
Utilities Commission.

The gap between the last TVA bid of $67,500,000 and the Common—
wealth & Southern offer of $94,000,000, both as of Jamary 1, 1938, was
bridged in the final series of conferences when the sale price of
$78,600,000 was agreed on as of May 1, 1939, It should be emphasized
that the $78,600,000 represents properties with a value $2,000,000
greater than the properties included in the prices as of Jamary 1,

1938, Thﬂ-.t is, the price should be considered as $76,600,000 when
related to the $67,500,000 and the $94,000,000 figures,

From the Authority's point of view, the increase from
$69,500,000 to 78,600,000 represents the value of eliminating compe=-
tition in this important market area, and relief from the harassment

and expense attendant upon competitive conditions in the Valley,




S5« QOeneral Description of Properties,
The proposed agreement provides: for the transfer to TVA of

five dams with hydro=electric generating plants having a combined fﬁﬁfilled
capacity of about 140,000 KW, These dams are Hales Bar on the Tennessee
River at Chattanooga, Blue Ridge and the two Ocoee Dams on the Ocoee River,
and the Great Fdalls Dam on the Caney Fork of the Cumberland River, The
Hales Bar Dam is the only privately owned dam on the Tennessee River,
It constitutes an integral unit in the Authority's unified development of
the river as a navigable waterway. It provides a pool of approximately
40 miles between the reservoir of Guntersville Dam and the Chickamauga
Dam just above Chattancoga, Hales Bar Dam is a major development embracing
a concrete structure approximately one-half mile long and 87 feet highe
In height it corresponds closely to the Authority's Wheeler Dam.

In addition tq the dams and hydru-electriﬂ)p%anta, three
major steam plants are included with a combined capacity of 100,000 KW.
The steam plants are located at Hales Bar, Nashville, and Clarksville,
Tennessee,

The T;nnaasae Electric Power Company's system includes over
1500 miles of high tension transmission lines, serving about 400 communi-
ties.,in central and eastern Tennessee. The major cities are Nashville,
Chattanooga, Columbia, Cleveland, Murfreesboro, Athens, Fayetteville,

Shelbyville, Lewisburg, Lafollette, and Maryville,

2] « IMinan ci!E »
The Authority plans to finance its share of the purchase price

through appropriated funds and bond issues, and local public agencies will,
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for the most part, obtain their funds through independent finaneing by
the sale of revenue bonds, secured only by the revenues of the distribu-

tion systems, i

7« Rates.
It is proposed that each of the distribution systems will _
place in effect the standard resale rates incorporated in the TVA

wholesale power contracts without surcharges of any kind. These rates

IJ

are from 20 to 30 per cent lower than the existing rates in the area,
It is expected that the putlic receiving service from the Company's
system will save approximately $3,000,000 anmally under the new

rates for service,

B8 Limitations of Territory.

The agreement for the purchase of Tennessee Electric Pu'lnar
Company involves no agreement of any kind on the part of TVA concerning
the limitation of its operations, However, the acquisition of the
facilities of the Tennessee Electric Power Company, together with the
facilities in the adjoining areas in Alabama and Mississippi, will

absorb substantially all of the power which the Authority will produce,

9, Relation of Price to Book Value of Securities

The Company has presently outstanding approxmately $49,500,000
in face amount of funded debt, $24,000,000 in preferred stock and
$24,000,000 in common stocks The agreed upnll;urchaaa price will permit
redemption of the bonds and preferred stock at face or par value and

leave a margin for common stock of approximately $6,500,000., This,
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together with the other assets, with the water, ice, and transportation
properties retained by the Company, variously estimated from $2,000,000
to $4,000,000, will leave a balance for common of some eight and a half

to ten and a half million dollars,

10, Participation of Communities. #
The terms of the agreement will protect the right of any

mumcipality to serve itself with TVA power, However, no municipality
will be forced into public ownership., Most of the major commurdties
served by the Company have already applied for TVA power, and will
participate in the acquisition, Contracts have been negotiated or are

under negotiation with all of these commurities,
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June 2, 1941

The Speaker,
House of Representatives,

Fw dear Mr. Speaker:

I regret that I have to report to the Congress the existence of
a disagreement between this office and the Tennessee ?blla; Aufhurity
which for reasons hereinafter stated requires the enactment of clari-
fying legislation satisfactorily to settle the fundamental issue of
whether it is the intent of the Tennessee Valley Authority Act to
exempt the fiscal officers of the Authority from accountability under
the Budget and Accounting Act and other general statutes requiring an
accounting for the disposition of publiec funds.

Immediately after taking office as Comptroller General a number
of informal discussions were held last November, at the instance of
the Tennessee Va¥ley Authority, with Director James P. Pope and another
representative of the Authority, in an earnest attempt to settle some
then existing differences between the Authority and this office and to
establish satisfactory working procedures for the future settlement of
their fiscal officers' accounts and for making the annual audit of the
Authority's transactions exprossly required by section 9 (b) of the
Tennessee Valley Authority Act as amended by section 14 of the act of
August 31, 1935, 49 Stat. 1080. These matters were thought to be
progressing satisfactorily when in raaﬁgnaa to my suggestion that the
Authority submit a written statement of its proposed changes in the

procedure, there was received from the Authority a memorandum contending




for the flat proposition that by reason of its corporate status and the
provisions of section 9 (b) of the act the Tennessee Valley Authority
is wholly exempt from the provisions of the Budget and Accounting Act
and other statutes requiring an accounting for public funds and that
the duties of this office in relation to the Authority were strictly

f
limited to the making of the annual special audit of the Authority's _
transactions expressly required by said section 9 (b) of the Tennessee
Valley Authority Act. (The memorandum went to the length of proposing=--
apparently for the purpose of eliminating even that prescribed official
examination, and in disregard of the express requirements of section 9 (b)
that such annual audits be made by the Comptroller General and that the
expenses thereof, with one exception, be bornme by appropriations made
for the General Accounting Office--that this office withdraw its repre-
gentatives engaged in such audit and that "The Comptroller General
ghould appoint a firm of certified accountants of national reputation
to make an annual audit of the accounts of the Authority, the expenses
of the audit to be borne by the Authority.")

These contentions of the Authoxity that it is exempt from account-
ability under zeneral law were not in accord with the views of my
predecessors, but the whole matter was carefully reexamined with the
result that I had to advise the Authority that while admittedly there

!

is some room for argument, I could not say that I found the views of

my predecessors in this office on this point without substantial sup-
port or that they went further than appeared to be justified in
regsolving the doubt in harmony with the basic legislative policy of

holding public officers to a strict accounting for the use of public




funds entrusted to them. The reasons for my conclusions in this

respect were fully sét forth in decision of December 21, 1940, addressed
to the Chairman, Board of Directors, Tennessee Valley Authority, a copy
of which is enclosed herewith as a part of this report. For the rea-

gons stated in the decision it was, and is, my view that any intent of

the present law to exempt the Authority from accountability under the
Budget and Accounting Act and other general statutes ies not sufficiently
clear to justify me in proceeding officially on that basis. The directors
of the Authority remain firm in their contentions to the contrary,
however, and, in effect, now refuse any rendition of accounts under

general law as is shown by letter dated February 12, 1941, as follows:
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- MTENNESSEE VALLEY AUTHORITY
Knoxville, Tennessee

February 12, 1941

"The Honorable

Lindsay C. Warren

Comptroller General of the United States
Waghington, D. C.

"My dear Mr. Warren:

"hig will acknowledge receipt of your letter of December 21,
1940, which has been studied with great care.

"That letter rules that the accounts of the Authority are subject
to final settlement and adjustment in the General Accounting Office
under the provisions of the Budget and Accounting Act of 1921 and
that the entirely different audit procedure provided in section 9(b)
of the Tennessee Valley Authority Act is to be considered as in
addition to and not in lieu of such final settlement and adjustment.

nTt geems clear that this view is identical with the one taken
by a former Comptroller General, the late Mr. McCarl, and departs
sharply from the basis for relationship developed tentatively in a
geries of discussions with your predecessor, Senator Brown. In effect,
therefore, we respectfully suggest that your letter of December 21
puts the legal question of relationship between the Tennessee Valley
Authority and the CGeneral Accounting Office back to where it was
when the Authority was created. The only question is the intent of
Congress as expressed in the statutes which govern both agencies.
At that time (1933) there may have been room for difference of legal
opinion as to the intent of Congress as expressed in the Tennessee
Valley Authority Act and its legislative history. Since that time,
however, repeated attempts to amend the Tennessee Valley Authority
Act to bring it under the Budget and Accounting Act have been
defeated in Congress, the last such attempt being through the medium
of an amendment to the Appropriation Bill as recent as two weeks ago.
In each instance, over a period of years, when the issue was brought
before Congress, it has declined to extend the Budget and Accounting
Act procedure to the Authority.

"I am sure you will understand, therefore, why the Board of
Directors of the Authority cannot acquiesce in the position taken
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in your letter. We are convinced that the position stated in your
letter is inconsistent both with the express provisions of our
governing statute and the intent of the Congress clearly expressed
in ite legislative history and the actions of Congress over a
period of seven years. For us to acquiesce in a requirement of
settlement and adjustment of Temnnessee Valley Authority accounts
by the General Accounting Office under these circumstances would
in our judgment constitute an avoidance of our responsibility as a
Board for the administration and management of the project which
Congress and the President have assigned to our charge.

"We feel certain you would agree that the issue is an issue
of law, depending entirely upon the construction of the relevant
statutes. The Board, therefore, would under such circumstances
follow the advice of its General Counsel. The advice that has been
given to the Board both by its present General Counsel and his
predecessor has been that the jurisdiction of the General Accounting
Office over the transactions of the Authority is defined by section
9(b) of the Tennessee Valley Authority Act and that any extension
of that jurisdiction beyond the limits there set out is without
authority of law. These legal opinions are supported by the
independent conclusion of the Joint Congressional Committee
specifically charged by the Joint Resolution ercating that body
with the duty of determining this particular issue. We have
concluded that the only way in which this controversy, now stalemated
on opposing opinions of law, can be brought to a conclusion is by
obtaining a ruling on the legal questions by the chief law officer
of the Federal Goverrment. To that end we have forwarded to the
Secretary of the Treasury a letter requesting a revision of
procedure, & copy of which is forwarded herewith for your informa-
tion. We are advised that the Secretary plans to tranamit this
request to the Attorney Genoral for his opinion upon the questions
of law that are involved.

"In disagreeing with your position, you will understand, I
am sure, that the Board of Directors is simply trying to discharge
its responsibility under the Act in full conscience and that it is
with the greatest reluctance we find ourselves at issue with you.

"Regpectfully yours,

TENMESSEE VALLEY AUTHORITY

(Signed) David E. Lilienthal
David E. Lilienthal
Vice-Chairman

Board of Directors"
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I cannot proceed on the suggested basis, heavily relied on by
the Authority, that the subsequent failure of Congress to enact
proposed amendments which, among other matters, would have expressly
required the Authority to render accounts pursuant to the Budget and
Accounting Act, is determinative of the meaning and intent of exist-
ing legislation in this respect. On the other hand, I appreciate
that the rejection of such amendments could be regarded as an
indication of the attitude of Congress at the time. It is under-
stood that the Authority's letter to the Secretary of the Treasury,
referred to in the letter above quoted, is still under consideration
in the Treasury Department. However, the conflicting arguments on
the issue appear to have been fully developed, and as neither the
Treasury Department nor the Attorney General has jurisdietion to
decide or determine the matter so as to relieve me of official
responsibility in the premises, it is not perceived how the
Authority's present course of seeking such collateral administrative
opinions can settle the issue.

The result is that I am faced with the alternatives of
ﬁarmitting the Authority indefinitely to continue to withdraw large
sums from the Treasury for which no accounting is rendered, which
I believe would be contrary to law and my official duty, or of

holding that the fiscal officers of the Authority are delinquent




in the rendition of their accounts and thereupon to withhold
approval of requisitions for further advances from the Treasury as
required by section 12 of the act of July 31, 1894, 28 Stat. 209,

as amended, 31 U, S. C, 78. I am loath to follow the latter course
in view of the room for éaﬁhtjau to the legislative purpose and of
the expressed convictions of the Authority's directors that the
rendition of accounts would constitute an avoidance of their legal
responsibility. Moreover, such disapproval of requisitions would
leave the Authority without funds for current activities and would
jeopardize not only normal operations but national defense activities
dependent thereon. I see no other course, however, unless the issue
be settled by clarifying legislation.

In these circumstances, I must suggest the immediate importance
of an amendment to the Tennessee Valley Authority Act to set the
matter at rest. Whether the fiscal officer of the Tennessee Valley
Authority should receive and disburse the funds appropriated for
the activities of the Authority without rendering accounts therefor
for adjustment and settlement under the general law is, of course,
purely a question of legislative policy. If it be the legislative
will that the Authority shall not be required to render an accounting
pursuant to general law, that can be accomplished by amending
section 9 (b) of the Tennessee Valley Authority Act, as amended by

section 14 of the act of August 31, 1935, 49 Stat. 1080, by adding




at the end thereof a new paragraph substantially as follows:

"All amounts appropriated for the purpose of carrying out the
provisions of this Act shall be paid to the Tredsurer of the
Corporation upon the request of the Board and, notwithstanding the
provisions of the Budget and Accounting Act or of other provisions
of law, no accounting to, or rendition of accounts for adjustment
and settlement by, the General Accounting Office for amounts hereto-
fore or hereafter received or disbursed by the said Treasurer shall
be required. Frovisions in appropriation acts directing that
appropriations for, and receipts of, the Tennessee Valley Authority
shall be covered into and accounted for as one fund shall not be
construed as requiring the rendition of accounts for adjustment and
settlement by the General Accounting Office." :

Conversely, 1f it be the leglislative purpose not to exempt the
Authority from accountability under genmeral law, that would be made
clear by the addition to the said section 9 (b) of a paragraph
subatantially as follows:

"Nothing in this Act shall be construed to relieve the Treasurer
or obther accountable officers or employees of the Corporation from
compliance with the provisions of existing law requiring ‘the
rendition of accounts for adjustment and settlement pursuant to
gection 236, Revised Statutes, as amended by section 305 of the Budget
and Accounting Act, 1921, 42 Stat. 24, and accounts for all receipts
and disbursements by or for the Corporation shall be rendered
accordingly."

I hold the view that any govermnmental agency charged with the
responsibllity of conducting operations of the character of those
of the Tennessee Valley Authority should have some latitude of
authority beyond that needed and usually granted by the Congress
to the regular departments and establishments of the Goverument.

In this connection see page 28 of my decision of December 21, 1940,

herewith. However, I strongly oppose the view, sometimes expressed,




that the only route to such necessary latitude of authority is
through exemption entirely from regular accountability under the
Budget and Accounting Act for the disposition of public moneys.
When an agency of the Govermment conducts ite business under special
grants of authority, permitting greater flexibility of action, the ;
audit and settlement of its accounts in the regular way is in nowise
inconsistent with the exercise of that flexibility of actionm,
because in the audit and settlement full consideration must be given
to the same specisl authority under which the agency's business was
conducted.
During the past few years charges have been made that the
close scrutiny by representatives of the General Accounting Office
over expenditures of the Tennessee Valley Authority has reflected
prejudice of the former against the latter.- Such charges have
never seemed to me to merit serious consideration; but even if
justification for them could be found in the past none now exists.
It is perhaps not necessary for me to state in this communica-
tion thet I strongly appreciate the importance of the work of the
Tennessee Valley Authority and have always supported legislation
to enable it to be prosecuted successfully. My record in this
regard is known to members of both Houses of the Congress, but I

also strongly favor uniform and complete accountability of all
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Government agencies for the disposition of public moneys entrusted
to their use.

While 1t is inconceivable to me that any agency entrusted with
the expenditure of mammoth amounts of funds callecEeﬂ from the
people of the United States should desire to evade responsible
accounting and scrutiny by an independent office created for that
purpose, I make no further comment at this time with respect to the

situation here presented other than to urge the early enactment of

legislation which will definitely settle the question as, in the

wisdom of the Congress, it should be settled.
Respectfully,
(Signed) LINDSAY C. WARREN

Comptroller General
of the United States,




THE WHITE HOUSE
I WASHINGTON

JIM ROWE:

To mention to McCormick
that this TVA accounting should not
be turned over to the General Accounting
office.

F.D.R.




-

TENNESSEE VALLEY AUTHORITY

BOARD OF DIRECTORS mmll'. Tennessee
DAV & LILANTHAL, nx Comm June 13, 1941 e .
JAMES P. POPE % FWHIFEH
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' ' The President

The White House
—  Washington, D. C.

F

My dear Mr, Presldent

For your lnformation we are forwarding herewlth coples of
& letter from the Comptroller General to the Speaker of the
House, and of our letter in reply thereto. In our opinion
the issue discussed in this letter is of great importance
to all administrative agencies,

Faithfully yours

Mriait 77

Harcourt A. Mor
Chairman of the d
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June 6, 1941

The Honorable
The Speaker of the

House of Representatives
Washington, D,C.

My dear lir, Speaker:

The letter recently addressed to you by the Comptroller
General suggesting the need for legislation eclarifying the relation-
ship between his office and the Authority has been called to our
attention. The difference of opinion between the Comptroller
General and the Authority as to the nature of that relationship
is not the result of recent developments., On the contrary, it has
existed from the Authority's incéptinn and has since been specifi-
cally considered by Congress on a number of occasions.

The Authority's views on the matter may be sunmarized as
follows; |

(1) The question in dispute is whether under existing
law the jurisdiction of the Comptroller General extends only to
auditing the Authority's accounts in accordance with Section 9 (b)
of the Tennessee Valloy Authority Act; a8 the Authority contends,
or whether it is cmpowered to "settle and adjust™ such acecounts
in accordance with the Budget and Accounting Act of 1921, as the

Comptroller General contends,
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(2) Congress has already spoken on the issue by repeatedly
refusing to extond the Budgct and Accounting Act to the Authority;
-indued; the prescnt Section 9 (b) of the Tennessce Valley Authority
Act was enacted in 1935 in place of an alternative provision
suggested by the then Comptroller General for the very purpose of
‘rehﬂering the Budget and Accounting Act applicable..'

(3) In any event, the difference of opinion between the
Comptroller General and the Authority involves a purely legal
question of statutory interpretation which the Attorney General
should determine and which he is now considering. The Attorney
General's decision will settle the construction to be accorded the
existing law, and Congress will of course be in a position there-
after to decide whether as a matter of policy the law as so con-
strued should be ameﬁded.

(4) It should be emphasized that tho dispute between the
Comptroller General and the Authority has nothing to do with any
question of whether the Authority's transactions should be subject
to outside audit, or whether it is under obligation to account
fully for funds appropriated to it. Tho Authority has welcomed
and will continue to welcome audits of its transactions madc by
the General Accounting Office in accordance with Section 9 (b)
of the Tennessce Valley Authority Act. On its own initiative, it
has also obtained for the past threc years Independent audits by
the nationally known firm of certificd public accountants, Lybrand,
Ross Bros. & liontgomery, as the result of which it has been able
to include certified financial statements in its annual renorts to

Congress, While thus fully recognizing its public obligation to
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i subject itself to parindin_auﬂita and to account fully for funds en-
’ trusted to it; the Authority believes that the appliuatipn to 1t of

[ the rigid and cumbersome procedures of the "settlement and adjustment"
system--which bear little or no relation to auditing as that term is
understood by accountants and businessmen--would mark an immediate
end of its corporate flexibility and unduly hamper its activities,

In view of the importance to the Authority of the basic
issue which has been raised, it has been thought desirable to discuss
in somewhat greater detail each of the points summarized above. Such
discussion follows:

(1) Nature of the question in dispute. The issue is a

simple one. Iver since its organization the Authority has been of

the opinion that the Tennessee vhl%ay Authority Act; by which it was
created, defines and delimits the jurlsdiction of the General Account-
ing Office over its transactions. Scction 9 (b) of that statute pro-
vides that the Comptroller Ganerali "shall audit the transactions of
the Corporation at such times as he shall dectermine, but not less fre-
quently than once each governmental fiscal year, with personnel of his
selection." It is provided that the Comptroller General and his rep-
resentatives "shall have free and open access to all papars; books,
records, files, accounts, plants, warchouscs, offices, and all other
things, property, and places belonging to or under the control of of
used or employed by the Corporation." He is to make a report of each
such audit in quadruplicate, one copy for the President gf the United
States, one for the chairman of the Board, one for public inspection
at the principal office of the Corporation, and the other for the uses

of the Congress, The statute further directs the Comptroller General
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to "make special report to the President of the United States and to

the Congress of any transaction or condition found by him to be in |
conflict with the powers or duties entrusted to the Corporation by

law." The Authority has not only never resisted the conduct of this
audit.providad for in its own statute but has repeatedly sought to

have it made more effective,

On the other hand the Tepresentatives of the General
Accounting Office have contended that the Authority is subject, in
addition to this detailed audit procedure, to all of the procedures
set up in the Budget and Accounting Act of 1921, including monthly
rendition of accounts and vouchers to the General Accounting Office
in Washington, the approval or disapproval of requisitions of funds
by the Comptroller General, and the final settlement of the accounts
of disbursing officers,

Clearly these conflicting points of view raise a purely
legal issue of statutory interpretation.

(2) Prior consideration of the issue by Congress. The

precise issue which the Comptroller General now raises was presented
to Congress in 1935 by one of his predecessors during the considera-
tion of certain pProposed amendments to the Tennessee Valley Authority
Act. At that time the then Comptroller General proposed that Congress
adopt an amendment designed for the specific purpose of subjecting
the Authority to the procedures preseribed in the Budget and Account-
ing Act., After full consideration in committece and debate on the
floor of both houses this Droposael was rejected,

The same question was Prescnted to the Joint Committee
Investigating the Tennessee Valley Authority in 1938, After full
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public hearings during which representatives of the Authority and the
General Accounting Office appoared before the committee, the final
report sustained the Authority's position on every point {Raport of
Joint Committec Investigating the Tennossce Valley Authority, pp. 109-
133).

It was our hope that this carefully considered conclusion
of a joint committee of Congress specifically charged with the duty of
determining this issue woula be accepted as conclusive,

(3) Since the question in dispute is one of statutory in-
terpretation, it should be finally determined by the Attorney General.

When the present Comptroller General assumed office we reviewed the

history of this controversy with him in an effort to convinee him of
the soundness of our legal position which had been sustained by the
Congress in 1935, and again by the Joint Investigating Commfttee in
its report issued in 1939. It was after the conclusion of these
conferences that we received the Comptroller General's letter of
December 21, 1940, reiterating the original vie.s of his office on the
question of law involved., Upon receipt of that letter we wers of the
opinion that the only proper way in which to settle a difference of
opinion between two agencies of the Federal Government upon a question
of the proper construction of a federal statute was to submit the
issue to the Attorney General of the United States for his opinion.
Accordingly, on January 31, 1941, we wrote to the Secretary of the
Treasury suggesting a change in procedure, knowing that before deter-
mining the question the Secretary would in turn submit the entire
issue to the Attorney General, A copy of that letter is gneclosed

herewith. oOn February 12, 1941, we wrote to.the Comptroller General
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stating that since all that was involved was an issue of law depend~-
ing upon the construction of the relevent federal statutes the Board
had concluded that the only way in which the question could be re-

solved would be by obtaining a ruling from the chief law officer of

the Federal Government. A copy of that letter is also enclosed here-

with. Our request to the Secretary was submitted to the General
Counsel of the Treasury, who has ruled that the Authority's position
is correct. The opinion of its General Counsel has in turn been sub-
mitted by the Treasury to the Attorney General for his opinion.

In his letter to you the Comptroller General states that
the Attorney General does not have jurisdiction to determine this
matter so as to relieve him of official responsibility, It is im-
possible for us to understand this position. It means in substance
that the Comptroller General refuses to bc bound by the opinion of
the Attorney General upon a question of statutory construction and
insists upon roeserving to himself final Judgment on his own juris-
diction. Were it not for this attitude there would be no reason for
requesting legislation at this time. Logislation is neither needed
nor appropriate in order to determine the proper construction of
existing law. This same question was considered by the Joint Con-
grcésional Committce Investigating the Tennessece Valley Authority,
which stated:

The committee doubts whether any useful purnose will
be served by legislation clarifying the rclations be-
tween the Authority and the General Accounting Office,
The Authority should be placod on tho same basis as
other Government corvorations, in the affairs of

which the Genoral Accounting Office is not pormitted

to intervene. Congress has already recognized this
nced in the casec of the Roconstruction Finance Corpora=-
tion, the Inland Waterways Corporation, and the Panama




Railroad. The accounts of these corporations are
audited by private auditing firms, selected by their
respective boards of directors, If, however, it is
determined that relations between the General Account-
Ing Office and the Authority shall continue, the
General Accounting Office's activities should consist
in the making of periodic commercial audits. Such
audits should be made in the field and not in Wash-

ington. Disputes concerning inte etation of statutes
and other legal questions should be referred promptl
to the thornax aanaral Tor final determination Zgom-

ee report, pp. - .

(4) The procedures of the Budget and Accounting Act are

not suited and have not generally been apnlied to governmental cor-

porate enterprises such as the Authority. While the present Comp-

troller General and certain of his predecessors have clung in theory
to the position that the procedures of the Budget and Accounting Act
are applicable to the Authority, they have not--possibly because of
obviously reasonable doubts as to the validity of that position--
actually sought in practice fully to apply them. It thus becomes
apparent that what the Comptroller General now proposes is that the
Congress abandon the procedures under which the Authority has success=-
fully operated for eight years and substitute therefor a new 1aw‘
subjecting, in practice as well as in General Accounting Office theory,
all of the transactions of the Authority to the final administrative
control of the General Accounting Office. Viewed in this 1light the
proposal raises the broad question as to the effectiveness of pub-
liecly owned corporations as instrumentalities of government,

One unfamiliar with the facts would infer from the Comp-
troller General's letter that the Authority stands alone in its
attempt to malntain its corporate indopendence. The exact opposite

is the truth. The General Accounting Office has not been pocrmitted

to extend the "settlement and adjustment™ procedure to such corporate
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enterprises as the Reconstruction Finance Corporation, the Federal
Deposit Insurance Corporation, the Inland Waterways Corporation, the
Panama Railroad Company, the Home Owners' Loan Corporation, the
Federal Savings and Loan Insurance Corporation, and the War Finance
Corporation.

The very nature of the Government corporation is incon-
sigtant with the type of control inherent in the procedures of the
Budget and Accounting Act.' This has been recognized by all commen-
tators on the subject. The Supreme Court itself in holding that the
United States Emergency Fleet Corporation and other government cor-
porations created during the first World War should not be subjected
to this type of jurisdiction stated:

Indeed, an important if not the chief reason for

employing these incorporated agencies was to enable

| them to employ commcrcial methods and to conduct

their operations with a freedom supposed to be in-

consistent with accountability to the Treasury under

1ts established procedure of sudit and control over

the financial transactions of the Unitod States
[Skinner & Eddy Corp, V. MicCarl, 275 U.S. 1, 8 (1927)7

In his letter the Comptroller General concedes that

« « « 80y governmental agency charged with the re-

sponsibility of conducting operations of the charac-

ter of those of the Tennessee Valley Authority should

have some latitude of authority beyond that needed and

usually granted by the Congress to the regular depart-

ments end establishments of the Government,
He then expresses the opinion that there is no inconsistency between
this view and his insistence upon accountability under the Budget and
Accounting Act,. With this conclusion we most emphatically disagree,
In order to determine the extent of the inconsistency it is necessary
to compare the relationship between the Authority and the General

Accounting Officc under existing law, and the rclationship that would
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be brought about by the ﬁhang; proposed by the Comptroller General.
As proviously pointed out, under existing law the Comp-

troller General is given the broadest possible auditing powers. He
has the right to examine every rocord, every voucher, and every item
of income and oxpenditure; he is under a duty to make his annual
audit report available to the Presidont and tho Congress; he is under
the additional duty of reporting especially to the Congress any im-
proprieties or violations of law that he may discover. If the ulti-
mate objective is to assure proper accounting and to protect against

dishonesty and extravagance it is difficult to see why thesc powers

are not sufficient.

In fact the Comptroller General does not suggest that the
proposedchange in the law is required because of any deficiencies
in the Authority's accounting or internal audit procedures. The
Authority's system of accounts is in accord with standard practices
in accounting and its power accounts conform to the uniform system
prescribed by the Federal Power Commission, with such adaptations to
meet the particular problems of the Authority a$s are approved by the
commission, In addition, the Authority has always maintained an
elaborate system;of internal audit controls, and its accounts have
been subjected to audits by two outside organizations, the General
Accounting Office and Lybrand, Ross Bros, & Montgomery, a nationally
recognized firm of certified public accountants. In the eight years
of 1ts existence the Authority has handled more than 300 million
dollars of federal funds without the faintest suspieion of fraud or
misappropriation. The inevitable effect of superimposing the pro-
cedures ef the Budget and Accounting Act upon existing auditing
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procedures would be not to protect the Government against improper
expenditures but to subject the administrative discretion u} the
Authority's Board to a final veto power exercised bv the Comptroller
General,

There is widespread misunderstanding concerning the actual
operation of tho so-called "settlement and adjustment" procedure of
the Budget and Accounting Act. Under this procecss the disbursing
officers of the departments and establishments subject to the act
are required to submit monthly or quarterly lists of receipts and
disbursements to the General Accounting Office, accompanied by vouch-
ers and other documentary supnort, The General Accounting Office .'#:
then determines whether in its opinion expenditures made were legally
authorized., At this step in the process it is clear that the Comp=
troller General reserves to himself the Tinal authority to pass upon
the interpretation of all statutes with no possibility of appeal.

In this way he is permitted to substitute his judement, or that of
his counsel, for the Judgment of the agency charged with the responsi-
bility for administering the statute in gquestion,

The detailed internal control exercised by the Comptroller
General over administration is e;fcrced in two ways, By means of
his statutory power to disallow a payment already made, and to
charge the payment against the account of the disbursing officer he
is in a position to forece the disbursing officer to follow his in-
terpretations blindly without consideration of their soundness. In
case of any attempt at resistance to the Comptroller General's view
as to law or as to policy, %g pPossesses the ultimate veto power

through the threat of disapproving a requisition for funds. In our
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prior dealings the General Account ing Office has not limited this
asserted veto over administration, at least in theory, to questions
of statutory interpretation. Its investigators have repeatedly noted
exceptions to transactions solely because in their judgment the ex-
penditures involved were not wise or necessary or desirable, In this
way, if the Budget and Accounting Act were to be fully applied in
practice and the exceptions followed by disallowances, the investi-
gators of the General Accounting Office would be placed in the posi-
tion of overruling the discretionary decisions of the Board of
Directors of the Authority, even though they were in no way responsi-
ble for successful performance of the duties which the Authority is
expressly directed by statute to carry out. In our opinion such a
situation would constitute the antithesis of responsible administra-
tion.

It should be emphasized that what has beoen said is in no
way & reflection upon the present incumbent of the office of Comp-
troller General. The objections to the extension of General Account-
ing Office control are based upon principles of administration and
have no relation to the person occupying the office at any particular
time,

In considering the validity of the contention that the pro-
posed extension of jurisdiction would in no way jeopardize the effi-
ciency of the Authority's operations, it is significant that all of
the avowed opponents of this Program have welcomed the proposal with
enthusiasm. They understand that they have been presented with a
final opportunity to cripple this anterpgiae by dcpriving it of
those attributes of initiative, fZoxibility, and independence that

have contributed so much to its success,
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In the closing paragraph of his letter the Comptroller

General Etatas that 1t is inconceivable
| that any agency entrusted with the expenditure of
mammoth amounts of funds collected from the people
of the United States should desire to evade responsible
accounting and scrutiny by an independent office
created for that purpose.
This statement is based upon the misconception that there
can be no true public accounting except that particular type of de-
tailed administrative supervision exercised by the General Accounting
Office. The Authority has never sought to evade accountability to
the public. All of its transactions are carried on in the light of
continued publicity. In its annual reports to the Congress it
accounts for every penny that it has expended and for evory move
that it has made, and its financial statements are certified to each
year by a recognized firm of certified public accountants. Again
in its annual appearances before the Appropriation Committees of the
two Houses it gives a detailed accounting, This is accounting to
Congress and to the public in the truest scnse.

| In conclusion, it must again be emphasized that the legal
issue in dispute between,the Comptroller General and the Autho;ity
has nothing to do with any question as to whether the Authority's
transactions shall be regularly subject to audit, nor whether it
shall account fully to Congress and the public. The Authority has
always welcomed the fullest auditing investigations--as distinguished
from application of the "settlement and adjustment" procedures--both
by the General Accounting Office and by other accounting agencies,
and on the basis of these 1nvestigations it has sought to include

in its reports to Congress the fullest possible accounting and




statistical information concerning its activities, Its books are

open to the inspection and review of any interested person. This

policy it will continue to pursue,

Respectfully,

Harcourt A. Morgan
Chairman of the Board

David E, Lilienthal
Vice Chairman

James P, Pope
Director

13
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SUBJECT: CHATRMAN MORGAN'S COMPLAINTS AGAINST THE INTEENAL RE-

ORGANIZATION OF THE AUTHORITY

Chairman Morgan repeatedly condems aotion of the Mathority
on the ground that it is being carried out by the other two t;iruutun
through a “general manager of their choice™ and without consideration
of him. He repeatedly implies that there were irregularities in’
setting up the general manager form of organization and in selecting
the present general manager. For example, he charged in his letter
to Gangreaman Maverick that he had been deliberately stripped of his
power and jurisdietion. .

The careful end thorough study which preceded the Treorgan-
ization, the deliberate amd wholly regular adoption of the new form
of orgenization by the Board, insofar as internsl rearrangement is
concerned, cen be adeguately developed by the direetors.

Additional evidence of the regularity and approlpz-liatmauu
of the general action taken might also be brought out by questions
from the President based upon his own familiarity with certain aspects
of the matter. The President in his letter of February 25, 1937,
addressed to the Board requested a copy of Mr., Blendford's tentative
report on reorganization for his personal perusal (Blandford had been
directed to prepare such a report at a Board meeting at the end of
May 1936). In this letter the President also indicated his desire
to invite persons of his own choosing to make a gpecial study of the
orgenization problems of the Authority and report to him.

This committee was appointed. Mr. Blandford's report was

made available to the committee. The committee spent considersble




e

time both in Washington and in the Valley interviewing members of
the Board and the staff of the Authority. They sutmitted a report
and recommendations bearing upon desirable administrative reorganiza-
tion in the Authority. This report, upon instructions from the
President, was made available by the committee to the Board of
Directors. It oconcurred with the Blandford report in proposing
the general manager form of organization and in all other me jor
respects supported the Blandford report. The Blandford Teport was
then submitted to the Board and some ten days later, in June 1937,
the Board adopted the general menager form of orgenization. From
this action the Chairmen dissented.

The general manager form of orgenization is undoubtedly
what the Chairman refers to when he seys that he has been stripped of
his authority end jurisdiction. Much of what the Chairman imputes
to the effects of the general manager plan arises from his special
conception of hie peculiar responsibility as Chairmsn of the Board
despite the fact that there is no statutory or administrative theory

upon which this special mﬁaaptiun can rest.
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SPECIAL NOTE

In his attacks upon the attorneys and engineers handling the 19
company case in Chattanooga, the Chaiman referred in his memorandum
to Mr, Fly of December 20, 1937 to three cases where pressure had been
put upon engineers to testify contrary to their opinions, He has only
named one of the three men despite repeated requests from the attomeys
and the Board for specification., It would be exceedingly helpful if,
as soon as this inéident is mentioned, his memorandum of December 20
could be called to his attention and he could be asked to specify the
other two cases so that this incident could be fully explored,
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Mr, Preasident:

Would it not be well to ask Arthur Morgan to remain a few
moments when the others leawe, Then to tell him how sorry you are
that he has refused to participate and has given the impression that
he eannot receive from you & fair hearing. That you had honestly
hoped he would help you to lay the basis for a review of TVA polioles
on their merits. Such & review pan never be obtained when the op-
ponente of the Administration are ready to seize the opportunity to
condemn TVA and all its works slmply because Arthur Morgen thinga
David Lilienthal is a seoundrel and David Lilienthal thinks Arthur
Morgsn won't play ball if he can't /eall the plays. Maybe you oan
make the poor old fellow fesl that 'he has not only let you down, but

hes let down the sort of TVA he reelly wants,

j/i’h&f‘g i /{' pw.fc %;’J//u.{
_..',/" /?b A /?_r 'J“i/—/ﬂl L A )

}a

// //u”,f / //H;;f‘; . /’ar 7
/ i)/ %f/;, , r/?a;/ b = = b ) K
4,»(/(1“ N A/ B iy = e kA

/27{ f?*vuﬁ/t//*ﬁi/_;; /f? ,-.u.
/\/]J"‘/fl /:L ‘r/i// /// e :’xf..ﬂa

J.{ bi ¢ W o, """HZH/Z/” '
W A, */J/// )‘(Au- ’71#? /

-




5 /=
TVA

SUBJECT: CHAIEMAN MORGAN'S CHARGE OF CONSPIRACY AND COALITION
AGAINST HIM BY OTHER TWO DIRECTORS STRIFPING HIM OF
HIS POWERS AND JURISDICTION

Chairman Morgan charges comlition, sharp strategy against
him, ete. The real u:pln.;.u.tiun is that he has made it appear that
the other two directors are always against him becsuse after Nr,
Lilienthal's re-appointment in May 1936, the Chairman abandoned his
former practice of cooperating with the Board and instead opposed
its actions generally by irrational dissenting votes, etec,

A letter which the Chairman wrote the President at the
time of the re-appointment of Mr, Lilienthal outlined the conditions
under which he would withhold his resignation., Thie letter is LR
slgnificant evidence that his actions since the appointment spring
' from a pre-determined plan of obstruction.

stioning him the b [} te cont

in that letter should do much to reveal the obstructive and irrational
attitude that he then held and has ever since manifested in the con-

duct of his office.

Yor example, one of the conditions stated in that letter

was that in the future no action must be taken by the Board except

R S —

by unanimous vote, In other worde, he there disavowed the principle
| — pe———————— e [

of majority rule written into the statute. Fractically all of his
obstructive tactics since that time have been in an effort to kill
or prevent execution of policles with which he was not wholly in
accord as though he in fact enjoyed the veto power requested in his

1936 letter to the President,
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1. If Delay is Requested by ARM.
Chairman Morgan will probably ask for delsy on the ground that he
hes been 111 in Florida and that Dr, H. A. Morgean and Mr. Lilienthal

have had an advantage over him with respect to time for preparation.

The facts are:

A, A1l three directors were notified of the inquiry at the
same time,

B. During the period of his absence in Florida, Dr. A. E.
Norgan has released the most violent of his attacks on
the other two directors. Whatever material he has to
support those attacks mst have been available to him
Florida. If he does not now have the material to
support the mmﬁtimn, he could not have had the material
to support them at the time he made them, :

C. In any event, whether he is ready or not, Dr. H. A. Morgan
and Mr. Lilienthal are ready to respond.

D. Vhen he can not postpone the inquiry, Chairman Morgan is
| likoly to request the privilege of filing a statement.
Under no circumstances should he be permitted to file a
statement later as such a statement would undoubtedly be
& fresh attack. If he is willing to describe his support-
ing Sas dnd identify the exhibits, he might be accorded
the privilege of filing such acceptable exhibits as he

has not brought.




Chairmen Morgan has used every possible way of charging :H.Ehnnuty
and official impropriety by insimuation and m. He may on this
occasion, as he did last autumn, deay that he intended to attack the
honesty or integrity of the other board members and may contend that
bhis differences relate to questions of policy and administrative
procedure. This is not the fact. His plain intention has been to dis-
credit the motives and integrity of his assoclates, and cast suspicion

upon their honesty as public officdals.

In any case, and whatever might bave been his defemnse as to intent
in the earlier days of his disaffection, it is no longer wvalid in view
of the fact that he has been complacent in the face of the almost universal
interpretation of his loose and unsupported statements as charges of dis-
honesty. ©Slnce last August when, by formal action, the matter was called
to bhis attention, his attacks have increased in violence and frequemcy.
He has permitted his statements to be interpreted as revelations of
scandals, as the basis for charges that the TVA is a "New Deal Teapot
Dome" and similar semsational accuédations. In the face of this record
he can not demy that he has charged the majority Members of the Board
with improprieties involving moral turpitude.

In his attacke (particularly his letter of Fehruary 14 to Congressman
Maverick) Chairman Morgan complaine that he is prevented from securing




adequate information to form an independent judgment of certain aspects
of the TVA program. Yet he considers his information adequate to make
grave charges and scandalous insimuations. Either his charge that
information is denied is false, or his charges of official improprieties
are unsupported. They are contradictory.

4e ZIhe Persecution Complex.

The persecution complex which appears to dominate him is parﬁmlnr]y
evident in this letter to Congressmsn Maverick of February 14 (written
from Clermont, Florida). In it he interprets the ordinary sdministrative
procedures through which all members of the board carry on their work as
devices specifically invented as a part of & conspiracy to frustrate his

independent inquiries.
5. The Attack Land Grand .

As an illustration of the Chairmen's reckless broadcasting of unsupported
charges against persons and agencies, note how he describes the land grant
college: and county agent system in his letter to Mr. Maverick - "The land
grant college organization, with the county agent system, is a powerful
political bureaucracy." Compare this with the thoughtful commendation of
the President's Advisory Committee on Education after its long and careful
study of the program of the land grant colleges and the extension services
and the record of 75 years as an agency facilitating cooperation between




the Federal Yovernment and the states in matters relating to

agrimﬂqu.
6. C on : ®hown Conc of Dishonesty.

In the course of the hearing it will be interesting to note that,
to the Chairman, disagreement with him is frequently considered evidence
of dishonesty. Experience has shown that unless he is compelled by
specific demand to use the ward dishonesty in its customary meaning,
he will use it in the special AFM sense meaming departure from his
Judgment and the record will unintelligible. AEM typically turns a

disagreement into evidence per se of improper motive or persanal attack.
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= OFENING STATEMENT

This conferemce is for the parpose of giving a hearing on the
&rave charges which Shw members of the Board of the Tennessee
Valley Authority have directed at esch other, As Chief Executive
I can not ignore charges of this character concerning an exscutive
agenqy of the Govermment. Imfeal-bhwt I have a responsibdility to
determine whether or not the facts bear them out, and thereupon
to talos such action as may seen appropriate.

Chaimuan Morgan has publicly charged that Dr. H. A, Morgan
end Mr. Lilienthel have been guilty of dishonesty and impropriety
in the conduct of their respective offices. Dr, H. A, Morgan and
Mr. Lilienthal, in twrn, have advised me that Chairman Morgan has
been guilty of actions which are not permissible in the conduct
of his office, I shall give each of you gentlemen an opportuni ty
to present the facts, if any, upon which the charges are predicated,

This hearing is for the purpose of securing facts and only
facts, There are two points which I should like to emphasize be-
fore I call upon you gentlemen to speak, First, I am not now
interested in any charges ﬂlnﬁu to mere disagreements or persocnal
differences over details of administration, At this time I mm
interested only in the grave charges of dighonesty, impropriety
and impermiseible conduct which have been made and I shall ask you
gentlemen to confine yourselves to the facts supporting these
charges. A second caution which is mecessary is that I sm not




interested in opinions, rumors, suspicions, or speculations. Charges
|

as serious as these, unless made recklessly and irresponsibly, must

have been made with the supporting facts clearly in mind, It is

~ those facts and only those facts which I want, At this time I want

your oral statements of the facts, If there are supporting doou~
ments, you may also sutmit them and they will be made a part of the
record, but again I must insist that in submitting any you confine
yourself to the doouments containing the basic facts on which the
charges were predicated,

Now Chairman Morgan, I shall first give you an opportunity as
Chairman to state the facts supporting the charges which you have
made, As you finish each charge, I shall give the other directors
an opportunity to reply. When Chairman Morgan has finished with
all hie charges, I shall then follow the same procedures with Dr,

Harcourt A, Morgan and Mr, Lilienthal with respect to the charges

they have made, giving Chairman Morgan an opportunity in the same

way to answer as to each of them,




weeks latep’and told me that your articld was not intended as an
attack the integrity of your col s, but that this inte '
S
tajfon had been read into your st : ts, Simee—thab~bime elifi-
cally in the last week, you made charges of dishonesty and impropriety
in unmistakable terms. I refer in particular to three releases which

s

you have recently given to the press, Two wers released on March 3,
1938, The first was entitled "A Statement by Arthur E, Morgan,
Cheirmman of the Tennessee Valley Authority in Reply to Public State-
ments by Dr, H, A. Morgan and Mr, D, E, Lilienthal and by Senator
George L. Berry concerning the Chairman's testimony in the Berry
Marble Case." The second was a summary of that statement differing
somewhat in form but not in substance. Although the heading of each
of these statemente related to th-lhrxw marble claim, the statements
themselves cover a broader range. The third statement, released
March 7, 1938, made public the text of a letter addressed to Repre-
sentative Maverick on February 14, 1938, glving your general views
upon the situation in the TVA Board, Since these documents are lengthy,

I am asking the stenographer to attach them to the transcript as

.mh’-tiq
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#0-CALLED BERRY MARELE CLAIMS

QUESTION: Now, Chairman Morgan, since a large part of your recent state-
ments have been devoted to the handling of the mo-called Berry
marble claims, I shall ask you first of all to €ive me the facts
upon the basis of which you make your statements,

In your letter to Congressman Maverick which you mads public,
you said;

"The Berry marble claims, in my opinion, are an effort
at a deliberate, bare-faced steal., The other two directors
had the seme evidence of this that I did, For a year and
a half I tried to work it out in confidence in the Board,
and without publicity, and only spoke out at the last
minute, The pudlic and the Congress do not yet know the
extent to which that was improperly handled,*

The gist of your complaint also sppears to be contained in your
Berry oclaims statement that:

"The real difficulty has been in the effort to secure
honesty, openness, decency, and fairness in Govetmment,
( The Berry marble case, as I have said,is an instance of

this difficulty.”
You sey that the difficulty is in securing "honesty," and you
( ¢ !{Q\Iﬂrﬂ your colleagues with dishonesty q:l malfeasance, What facts
i of dishonesty on the part of your colleagues have you in regard to
the mo-called Berry marble case?
QUESTION: (If Chairman Morgan answers that he did not intend to charge
dighonesty but merely to disagree with the way the claim was handled,
he should be asked why he allowed the press to interpret his statements
as attacking his colleagues' integrity snd in gemeral to make scandalous

charges when he knew that there was no question of the personal honesty




of his fellow Directors involved, In this comnection it would be
well to point out that the press ;mutrud his testimony in the Berry
marble case in December 1937 as charging his colleagues with im-
propriety, that Chairman Morgan not only failed to correct this
impression but intensified 1t by his three later statements last
week and by his unprecedented demand for a Congressional investiga-
/ tion.)

If you 414 not intend to charge dishonesty but merely to dis-
agree with the way the claim was handled, why did you acquiesce in
the press interpretation of your charges as a serious reflection on
your colleagues' integrity? Why did you not correct that widespread
misunderstanding of your views, if in fact it was a mi sunderstanding,
inetead of repeating the charges several times, at the trial in

December and again in your recent statements?

QUESTION: Dr, Harcourt Morgan and Mr. Lilienthal, do you have any facts

in answer to the charges relating to the so-called Berry case?
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II
"JOKER" IN ARKANSAS POWER & LIGHT COMPANY CONTRACT

QUESTION: In your letter to Mr, Maverick you made the following statement:
"The Arkansas Power and Light Company contract as presented
to me for approval contained a 'joker' which would have
allowed the company to buy prime power at secondary power
rates. I protested stremiously and got that point eliminatedeses
The TVA engineer who helped me to analyze this Arkansas con~
tract and who disclosed this 'joker' is a very able man, He
has helped me outside his regular field in analyzing problems
I have presented to him, After this and other services he is,
I believe, being plnished by insecurity of employment, though
I am perfectly aware that a plausible explanation would be
given for keeping him in a state of insecurity,."
The word "joker" in the context of your letter and in common under—
standing is a serious reflection on your Board, and that interpreta-
tion is borne out by your reference to the punishment of the engineer
‘who exposed this so-called "joker." What were the facts supporting
your charge regarding the insertion of a joker in the Arkansas Power
and Iight Company contract,
(If Chairman disavows his intention of charging dishonesty
or impropriety he should be made to state that his serious reflection
was based merely on the fact that a contract failed to contain a

provision which was adopted promptly when suggested.)

QUESTION: Now Dr. Harcourt Morgan and Mr, Iilienthal, do you have any

facts that you want to give on this matter?

i
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III

FALSE REPORTS TO CONGRESS, ETC,

QUESTION: In your letter to Congressman Maverick you sayj
"Some of the reasons for my concern are the explicitly
misleading and evasive reports, and in my opinion, explicitly
false reports, which have been made to the President, to

Congress and to the public concerning conditions in 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 public, the Congress, and the Chief Executive, there could
be no more serious breach of their fiduciary duty than making wile
fully false reports. What, if any, such reports did you refer to,

] and specifically what do you charge was false about them?

(In this connection, if Chairman Morgan refers to specific
documents such as the last annual report and to specific aspects
of them, it will be well to imguire whether at the time such re-
ports were made he pointed out to the other directors specifically

\T v 8 wherein they were false and wherein they should be corrected. In
the case of the last annmual report which he did not concur in, he
}7 D\ refused to give his specific objections thereto despite repeated

requests for them from the other directors,.)

QUESTION: Dr. Harcourt Morgan and Mr, Lilienthal, have you anything to

say regarding these matters?




QUESTION: In your letter to Congresaman Maverick, speaking of your colleagues,

——
v
SINISTER MALPRACTICE - WEVASION, INTRIGUE AND SHARP STRATEGY"

you say:
"There is a practice of evasion, intrigue and sharp strategy,

with remarkable skill in alibi and the habit of avolding direct

responsibility, which makes Machiavelli seem open and candid,

It took me a year or more of close association to be convinced

that the attitude of boyish open candor and man-to-man direct-

ness was a mask for hard bolled, selfish intrigue,"

Elsewhere in the letter you refer to "misrepresentation,
intrigue and arbitrary action."

These words ascribe sinister malpractices to your colleagues,
I want you to give the facts upon which this was based,

(Chairman Morgan will probably list some or all of the following:
(1) that the other members of the Board met secretly and adopted poli-
cies; (2) that the policies so adopted were railroaded through Board
meetings without adequate notice and ignoring his repeated requests for
further time to consider them; (5) that the other directors failed to
give consideration to his views or show the respect due his office;
(4) that they stripped him of his administrative powers and juris-
diction; (5) that they appointed a general manager and other key staff
members of their omn choosing over his dissent and dismissed or other—
wise intimidated men loyal to the Chairman,

(As to the "secret! meetings and alleged "railroading," fair
analysis of any of these alleged incidents vill develop that what
actually occurred was clearly consistent with the proper administra-

tion of the project; that the informal meetings went no further than




proper collaboration between exscutives; that the Chairman's
voluntary and extended absences frequently made action in his
absence imperative; that the so-called two-tLo-one voting con-
spiracy or coalition against him was nothing more than the contine
uance by other directors of policies which he suddenly departed from
and dissented on after Mr, Iilienthal's reappointment; that staff
changes were pursuant to a general plan of reorganization adopted
.upon recommendation of experts in Government procedure and after
ample opportunity for study and discussion by all directors, for
the purpose of relieving Eoard members of administrative responsi-
bilities so that they might devote themselves more fully to policy
problems,

(It should be observed that probably no amount of pressing
for details will bring out any facts which, even as interpreted by

Chairman Morgan, will support the impression of sinister malconduct

which his statements in the Maverick letter clearly convey,.)

QUESTION: Dr, Harcourt Morgan and Mr, Lilienthal, will you state any

facts you have bearing on these charges?
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CONSPIRACY

QUESTION: In your stetement on the Berry cleims, you said this of your

situation:

"o a steadily inecreasing degree, however, I
have contended with en attitude of conspiracy,
secretiveness and bureaucratic manipuletion."
What are your facts on that?
(Cheirmen Morgen will probebly give the seme type of incidents

on this as on previous ouestion.)

QUESTION: Dr. Harcourt Morgen and Mr. Lilienthal, are there any facts

vhich wou have to bring out on this?
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VI
ALTMINUM COMPANY CONTRACT

QUESTION: In your letter to Congressmen Maverick you said:

"With reference to the Aluminum Compeny contrect I
feel that the relations of the TVA and the Aluminum
Compeny have feiled to protect the public interest.

I have protested to the Board repeatedly on this

matter.™

In the context of your letter which generally charges serious

wrongdoing to the other members of the Board, this statement lends
j]Z, K:] itself to the interpretstion of a sinister relation between them

and the Aluminum Compeny. I will ask you now if that was your inten=-

tion, and if so, to support the charge with the facts.

(Cheirmen Morgen will elmost certeinly say that his real difference,
his only one, has to do with integrating the Aluminum Company develop-
ment on the Little Tennessee Hiver with the projects of the Authority
and thet he dissgrees with the majority of the Board which refused to
enter into a contract providing for such integration in 1938 on the
ground that the contract was unfavorsble to the Authority, end which

decided in 1937 to contract for power sale alone without integrstion.

GUESTION: Have you, Dr. Harcourt Morgan or Mr. Lilienthel, facts which

you desire to adduce on this?
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VIiI
GENERAL CHARGE OF DISHONESTY AND IMPROPRIETY

QULSTION: In your statements on the so-called Berry claims you said that
the situetion in the TVA Board wes not due primerily to differences
in power poliey or to just snother family ouerrel, but that the real
diffieuvlty was to secure "honesty"™ in Government., You stated that

"The Berry marble case, as I have said, 1s an instance
of this difficulty."

You thus charge that there ere other instances of dishonesty. In your

d;lﬂ \ letter to Congressman Maverick, speaking of the present TVA situation

you say
"In my opinion good government and the welfare of the

(_X TVA demand thet the situation be cleaned up, and that
D standards of openness, felrness end honesty shall prevail.™

\k Now I want to ask you, Cheirmen Morgen, what instences of dis-
i

honesty had you in mind when you made those stetements.

LUESTICN: Commencing over & year sgo, Cheirman Morgen, you have mede & series
of séataments which seemed to atteck the propriety of your colle&éuea'
conduct and which they have regarded as impugning their personel
integrity. Your public uttersnces have culminated in the last few

/;l, weeks with stetements which unmistekably snd unequivocably ﬁttack the

(:2’ motives and personnl honor and integrity of your collesgues in dis-
charging their public trust. Generally spesking, and I think it is
only fair to say that your stetements must be interpreted ss & whole,
their net effect is to place & heavy cloud not only upon the other
members of the Board, but slso upon importent operetions of the
Tennessee Valley Authority. The press has been practically unsnimous

in so interpreting your attitude as reflected in your public
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utterances. You have never nubliely retrected or corrected the
impression you heve given. I think you have a heavy responsibility,
therefore, to support the position that you have teken end that has
been so universally ascribed to you. I therefore must ask you to
sey whether you have any other facts whatever which you haed in mind
in meking these serious charges of dishonesty and lack of integrity
end in brosdecessting them so widely in the menner in which you have

done and in scquiescing in the interpretation which has wniversally

been placed upon them.
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es which Dr. Harcourt A. Morgan and

we

Mr. Lilienthal have made egainst Chairman Morgen. These charges '

We now come to the cha

ere contnined in a document which they submitted directly to me
on Jenuary 18, 1938, Lest week|I suthorized its relesse. The
charges of Dr. Harcourt A. Morgdn end Mr. Lilienthal appear to
relate to certain specific matteks set forth in this document.

I will now ask Dr. Harcourt Morgan and Mr. Lilienthal to give
me the facts uoon which these charges were based. I want to remind
you gentlemen again that I =m interefted only in the fects on the
fundemental issues. ¥or convenience,\I sugzest that we toke up

these churges in the order in which they are listed in the

memorandum of Janusry 18,
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QUESTION:

QUESTION:

PUBLIC ATTACKS ON BOARD

The first ia:

"It is not vermisaible, as Arthur E, Morgen has done
repeatedly in published statemnents, to attack the personal
motives and good faith and impugn the integrity of his
assoclates on the Board, not upon the basis of direct
charges but by innuendo, indirection, =snd aspersion.”

What are the facts upon which this genersl charge was based?

Chairman Morgan, heve you sny reply?
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II
ATTACKS UPON AND HARASSING AND INTERFERING WITH STATF

QUESTION: The next charge in the memorandum of Jsnuery 18 reads as

follows: .

"It is not permissible for Arthur E. Morgan, a2s an
expression of disagreement, to engage in unsupported attacks

& unon the integrity, professional ethies, and competence of
key members of the staff, and to harass and interfere with

themm while they are carryinz out duties resulting from de-
cisions duly arrived at by a majority of the Board of

Directors.”

Dr. Harcourt Morgasn, snd lir. Lilienthal, upon what facts was

this charge mede?

(. UESTION: Chairmen Morgen, I should like to heer your reply to the facts

on this matter whieh Dr, Harcourt Morzen and Mr. Lilienthal have just

stated.
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III

FAILING TO CARKRY OUT BOAKD DECISIONS

QUESTION: Dr. Harcourt Morgan and Mr. Liliecnthal, your next cherge is
that
"It is not permissible for the Cheirmen of the Boerd,
after Bosrd action has been duly taken, to fail snd re-
;Z*J fuse to carry out explicit action taken by the Board."
Please give me the facts on the specifie instances, if any, that

you had in mind in making this chargze.

QUESTION: Chairman Morgen, are there any facts that you desire to bring

‘out on these matters?
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COLLABORATION WITH PRIVATE UTILITIES

QUESTION: The next two charges of Dr. Harcourt A. Morgzen and Mr.

TJilienthal are apparently related, The first of these reads as

follows:

"It was not permissible for Dr. Arthur E. Morgan to
cooperate with a utility executive in the preparation
of a memorandum, the express purpose of which was to
show that a particular decision of the Board was wrong
and activeted by improper motives."

I teke it you gentlemen meant "actuated." The second states:

"It wes not permissible for Arthur E. Morgen to collabor-
ate with the former chief englneer of the Insull utility
system, in the preparation of a detsiled recommendation
on a power pooling poliecy, which report proposed evasions
end violations of the TVA Act; nor was it permissible,
during negotiations, for him to permit such report to be
made available to the utilities.”

@ ULSTION: Chaeirman Morgen, whet is your reply?
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v

"HULE OR RUIN"

QUESTION: Finally, I interpret this document of Jenuary 18 to meke
certain other less specific but nnnathaless fairly clear charges on
which I want whatever other facts you hadrin éind. You imply that

a._ Chairmen lMorgen is actumted by "the doetrine of '"rule or ruin'®
and "personal considerations."”

What sre the facts on these points?

QUESTION: Chairmen Morgan, do you wish to say enything as to this?
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Under the Constitution the Chief Executive ia direetly

téﬂzq/;r '?ﬁ-;ﬂd'-m erﬁ /‘t é.(a'/i/,/lj f;‘s"/{'i"n,-/w;f.l

I bave been confronted for some time with a threat to the

Ju { .
Wr:du of the Texmesses Valley Authority, a great exeou-

A
tive agemcy.

In January, 1957, in & public speech and articles in the public
e sl e
prun_.# Arthur E, Morgan, Ghsdesan-snd ons nA'Ehruolllbﬂ:ﬁnr ‘t-l;l
Board of Directors of the Authority, seemed to intimate — ut without

gpacifications or mipporting evidence — that he doubted the integrity

of his fellow members. 9%5&?’71 ,

In Mugust, 1857, agein in the public press — but again without,
' . f(a':c/
r;paciﬂcatimu or supporting evidence — My Arthur Morgan eeemsd-de
LA rof bvaep fizf
that he doub the integrity of his fellow members. At this
tims I wrote him as follows:

"That there is a very definite obligation on you
either to withdraw what your celleagues believe to be
an impugning of thelr integrity or that you present
whatever specific facts you may have, if any, to justify
your statements."

In reply Dr. Artknr Morgan informed me that while he was highly

critical of the work of his colleagues; he bad no intention of impugning

9/




their good faith or integrity. He complained about the internal organ-

ization of T.V.A. and requested me to intervems om his behalf. Iuriwd '
J"h} L

“to\lmuﬂtn“tacuplm !ltm-lrowpiuﬂu e

nr i :;7 Jw *m' //MJ /ﬁ/!HJZ“

hth-npm.-t-

Mk-,m—a o8 A\ SRy /3 fm.,
?W;E}: Fm “;t-rtttm which\] had -}tu:;- \ o
b oy ) A 4
{v:ﬁtt/i,“ﬁ.. ‘Zo // el ,(ﬂ//j %)
g*tlfwjt‘*hf 'tf j%'ﬁii .If'l'_' %\ "“h,f“-‘,;lﬁﬂ ;

In December, 185Y, the constitutionality of the T.V.A., Aot

was at stake in a law suit brought by eighteem utility companies. During
jE e Aﬂ;zkyq, '{ y}'f
sweb litigation hm.u—muﬂd-ly disssminatesd
within the luthority's organisation charges of wmethical prof'essional
ssoonduct against the T.V.A. oounsel im charge of the litigation —
again without specification or evidence,
On Jamuary 18, 1938, the majority members sulmitted to me,

without publieity, an officdial memorandum complaining of certain specific

D Ot e FMuy o
Hﬂaﬁmpminummtmmprtnfmm—ln, in-

cluding the making of recklesz and ttnmpparhd charges, including an

JJ'. t,ﬁ,y‘.} Fr
unwillingness to cooperate whilehihe dmiuicnn of a majority of the Board
P

and ineluding sericus interfersnce with the work of key members of the

Authority's staff in the perfarmsnce of their duties, In contrast to

=
ﬂt Artinr Morgan's charges against them, the complaint of the majority
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against his did not hrpmﬁthﬂlh_murhuk%jnmw.mrh}
4 )-uf"mi!'m'rnffy Fimre o TR v and tims ML e A

~ On March 5rd end ou March 5th, 1958, [thesinestip-nambaz.] 3

§

made extemsive and unequivocal charges of dishonesty and lack of integrity \:4
4

hphlinorﬂnmthp-rtnfﬂu-juﬂtr-hr-—lphhth e
pmtm—mmﬂthmtmumwm.. \{‘
5. ! -
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qmﬂ.ﬁndﬁawmmniwﬂnumﬁam,mlnﬁm-ta? \:«x
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ngmwu.

As Chief Executive constitutionally responsible for the faithful

exscution of the T.V.A. Aot I could mot ignore charges of dishomesty,

;.;:
bad faith and conspiracy in Jbe ﬂmmqu-m".

In falrness to Dr. Harcourt Morgan and Mr., David Ii)ienthal as

| A‘Td'&lrﬂn :!r‘;r.i;, iy Jﬂ-ﬂ'{’: /5_; #%

public officials and as husss—boebags, I conld-mot—witithidd—iron "“ :

| L “frbfhlﬂ % E, ‘!-/J'Lu.uu. oy ?1#!{:.: '
mhleh—Liimrted-mads only

.;‘-}-—-’Hl ﬁ!\! el 4 4 M:iﬁﬂ-u(.{zr
public his acousatd ﬂ,w them,

9 . - "}har_
ey mldm-m}‘ﬂnsh my hands of eemseswmewiih thess
grave and libelous ;:h.lrgu against men whose alleged guilt had not

been proved, ‘ru.c/ it mn fyf-ﬁ*u ;a?n'? fw’”(_f*/ /m/_;
y ZRice tdni Wfﬁr%/é Finfho Viliatoy s
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T.V.A. to appear before me om March 11th, face to face with sach other, to
present such facts as they might bave to support the sericus charges which
they bad made agaisetwesshsther. It was not s formal court procesding
hut'&n;dlph’ndm:*w Mhmmmu—hntm
confront the other and tell his mn*mnt—tmﬂmmm‘[‘

I informed the menbers that I was concermed at this partioulsr
inquiry not with the pros and coms of T.V.A. policies, but with their ssem=:

o Fod 03 -{Ar-uf /Z_
1

pemmmmnd charges of dishonesty and afflslsl-sisconductiin ZE i

A :
% 4 -\:
I first éalled upon h‘ﬁ‘-'-lwmm mbstantiate with facts the

mﬂﬂuﬂ!ﬂf@ﬂrnd“ﬂfiﬂblﬂiﬁﬁiﬂhﬂhﬂ_ﬂl@nﬁ
his fellow directors. I called his attention to the fact that the glst of
his complaint in regard to the handling of the Berry marble claims appeared
in his own words to be that "the real diffieulty bas been in the effort to

Lo

sscure honesty, openness, decency, and fairmess in Government.® fonil 'y/f‘*'*/‘

AP Apem TRGT Livtyompnn H'tbiags ,?‘!_tw.mu"(_ A 4""/'%'&;(.:? e ’;'a:.z:“;-i £ t’%-({’/‘.‘fi

wire: ?ll.li'.ﬁtl'.hi 'ﬁ;'lr:in‘ 'IEF:; ar ;ﬁtl".l-h-lrtgr EL rgan flatly refused to

I

submit to me any evlidemnce in support of his charges. He read a prepared
statement to the effeot that the "meeting is not, and in the nature of the

case camnot be, an effective or useful fact finding occasion. To properly

ed
substantiate the charges is not the work of a moming.” When ask whether
M

he had any reason to believe that the hearing would be confined to a morning

and whether he would be prepared to submit facts if given cne week or two




S

weaks to do so, he fulled to reply.

" The majority members explained the action which they bad takem in

b
thh-rmuhhlm._u-uqlthdrnﬂmmthhhm- Power
& Light Company contract, and on the Alumimum Company oontract to whisch
. mmgamm referred in his published statements. I could not
v

2 iJ'.r
expect a more adequate qlmﬂmthmthtﬂchthqm:ﬁéﬂnd

i r

the failure and refusal of P Arthu-Elum to sulmit the facts upon which
he relied to support his charges.

I then asked the majority members to present the facts in support
of their charges againat Ik lrthu*im

The majority members first referred to a mumber of his published
artlcles and speeches during 19357 which thay contended contain mmsupported

and mnsupportable statements impugning their honesty and integrity. Whether

thess articles or speeches were intended sa—cauli felslp besemsteued to

1

impugn the motives of the majority of the directors, it is clear that the

&
more recent public statements of W Artlur Morgan to which the majority

oo
members also rifw-d,‘ assall the personal honesty and integrity of the

majority !'uhrl in umistakable termas. 9}3““1“{(”:‘;}‘\—1{““ Jura/fr-ﬁ K.a
But " lrth:raur:m refused, ulthuu;h’\*- repeated opportunity,

to presant any facts in Justification of his attacks upon the integrity:qf
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pedent expert under a conciliation agreement made a report jon the value
brnilmg 1177
of the marble deposits without pmejwdbee.beiibs righte-of the Authority
. orths ﬂll.l:-ntlﬁ:h ﬁu? H47
When this procedure was proposed at a Board meeting M Arthur £

Margan oblected to it. As & member of w board he had a right so to do. He

apparently/believed that, despite the express terms of the sewebbbebben

L]

’-l-
m.m:mldinmwl&rﬂldydfmth‘riﬁunf

the iuthority to contest the claims. The majority members, conscious of the
L1 ek sef leosd mdnel

hasards of any litigation and not having aps yet dbsewwessd any evidence
LN l.'_,.?-.‘:.!"! L
of the bad faith which th‘]:h suspected, were equally within their righte in
A ﬂl L"J;J'h_

voting to po-llﬂﬁthl somakideBBe procedure suggested by the Anth-
=

ority's comnsel. There is not the slightest basis for Jjj Arthur Morgan's

imputing bad faith to the majority members becanse they and the Authority's

counsel differed with him on techniecal points of legal procedurs. It ims

£

wholly mnwarranted forﬁ Arthur Morgean, on the ons hand, to complain that

as a layman he cannot adequately explain to me why his colleagues acted

hproperl;mdjmthanthuhmd;unln;mtutlhitnpmhmﬂrtn

accuse his colleagues of gross misconduct in the handling of a law suilt.
= In

B Arthur Morgan's whole attitude toward this inquiry-i§ itself

gives credence to the charge that he kas been wwilling to cooperate with

Aal A3

his fellow directors im the administration of the 1&5 I‘I.dhil temperamantally




unfitted to emerciese divided ewthority. /With the exception of a few frag-

mhwwﬂmﬂm;ummmmﬂdn,»lﬂmfﬁm

TUte
uammmmut”m-nmmmmmmﬂﬂt

vﬁ/ﬁ'r 4.-‘-"1(' of

facts seeseendewd of him by hia own ld:in.umt:l.ﬂ » superior, the Chief .

-.._._...—--
ner :-u.d[‘w(
Executive. /His fellow directors have as a patter of course, end A/A

Jf:rn'.'l..-f;:.:-:l.:-m Z:‘_iu -p,‘.'
their grievarices.

z ?T' 2w T A th.trn {L-/.HI"'HH M-ﬂ/ﬁ'}u/hﬁfh o

I have tried to be mindfulaf the debt the public owss ?lor:m
iy
for past services, of his pense of the rightecusness of his own convicticme,

and of the patience with whieh the public interest demands that e situstiom

of this kind be worked out if possible. I have therefore struggled with this

BN A Gt
problem for Inﬂ.#ﬂ and in its present macute form for eix months,

WIMﬂhﬂpﬂmﬁ.
7R b A Movmi/ ™ Knpeores "’L-/**Pmr:

Aht[ f.l I have said before, I I‘.I:I.'l‘b consider the position in Ihir.th Ir.
' ?Hffi;

Hercourt Morgan and David Lilienthal find themselves. Some decleion on thip

:-l-
record is dus them. If there should be no decision after #f. Arthur Morgan
has refused to substantiate his grave and libelous charges egainst them

#”l’."‘l f11r-frp;4'qlf,:i
they would be definitely ol lll.t-.i.cm.ll.'ﬂ':h5 ured in their rights end standing
ag oltisens and public officlels.

Furthermore I must consider the comtinmuing operations of & great
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Government sgemoy. It would violate my constitutional duty ta-?:‘ﬁ '%\:‘-‘-
"\ L
care that the laws are faithfully executed if I should leave mméwy &
lwn-.z:vz M.tﬁﬂm;'fé wsen Th Kiniko - W:
unsupported charges two officlals who have i
L.".
Tz‘* i
s nunmut.-fu the diffioult task of divided euthority and % Fd? 3
LY

Af vt 7 Tl 3fs

shlmw & recslelitrant non-cooperstive officiel freedom to sabotage 'i\
n .

governman operations at a cruciel time. w
# : e

i

Finelly I must alsc consider the cmuqnmn’ofpunittin; the 5“5‘%

L

v§

establishment of a precedent whereby smy subordinate in the Executive Branch .}"‘:
G Jor voher X W sl &

of the Qovernment can refuse to give the Chief Frecutive E i 33
N A 4 K3

feails o unght™ 4 ede o
“Ah straighten out difficulties which he charges exist in his omm “:‘_Q
A s

=3I

work) can refuse accountability to the Chief Executive for smeesd his actions _ _

JH [h MAL?T-'(’M*.;HJ \QM}L
it el T e

es & member of the Executive Branch, even thomgh -\{_.__
erden L y"-wmﬁw-a--) A;.fﬂ’f“

misconduct in officej end can insist that executive respometbidddy I >

. » ;e
;f.;“i,:,f.--'l Aquunt. .ﬁ} ; a8 ‘:’: -
be maintained cnly through the leglelative Gassese. i/, -fr-.f#{?,f. 1.:-_?\

<
& - . -""'-\._ i L !\ P V. Iy -
Jr" Iny J}m‘n"hf"’- LR TRy VS tornd Wasdd “W*h 21?'_;"4’-1 T.f;"'“"”'-"' '%ﬂ\ <
Under such circumstances indulgence of my personal wish to /[ o
N

continue my patience with ¥ l.rthuiirgm would be unfl.im to

everybody and everything else involved. I therefors feel obliged to
act upon the evidence now before me.

On that evidemce I am obliged to find thatt

(n) ﬁ lﬂhm'}irm has failed to sustain the grave snd

libelous charges of dishonesty snd want of integrity which he has made
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um:tulftunﬁrtﬂm;nlmhm-n-pmthlmlhjm ;

morally mnjustified;

(b) On the face of the record the charges of the other directors

J‘h.}mu(m mrals o%—

that ) Arthur Morgan has obstructed the work and desmesalised the organ-

isation of T.V.A.; must be accepted as true; ¢ has refused to

offer testimony in denisl of tha charges;

=
(e) m Arthur Morgan is guilty of insubordinstion and ocontumsoy

{ﬁ J’-l‘riwlﬁ*l/ fol

in refusing to submit to the Chief Executive any facts upon which he gt

e A

chargea of dishonesty and want of integrity

M TR #w‘r_qﬁ*

hie fellow dirsctors.
Under these circumstances, I ﬁ& myself mnder the painful
f —
4 -
duty :|:'1|-|;u:|.u‘lfr1 i. drtimr Morgsn at once publicly to withdraw the
!
charges which he has made impugning the henesty, good faith, integrity
and motives of his fellow directors and to give them and the country
the
assurances that he will in/future loyally cooperate with his fellow
directors in carrying out the provisions of the T.V.A. Act.
£
I s n{: this request f him,
If he cannot accede, it is his duty to resigm.

I hope thet Ir. Arthur Morgan will not make it necessary for me

to take further action.
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Under the Constitution the Chief Executive ia directly

ploanged A0 Lnbe pare ZHak r‘,’?'r,ér:--wt{fé:‘}:“’?"“?’
Aple it

and pricsarily re for the mdministrative officiemcy of- '&}é“ i
exsoutive agemeles of the Oowernment.

I have been confromted for some tize with a threat to the

AL

continued func of tbhe Temnasses Valley Authority,; a great execu-

tive agemcy.

In Janusry, 1857, in a public speech and urticles in the publie
a-‘-“""‘- 'f'!r'.-“-l-"umi "l .
press, Dr. Artbur B, Morgan, Chelssws-and one of three members of the

Board of Directors of the Aathority, seeszed to intisate — ut without
specifications or sipportin; evidence — that he doutted the integrity

[ daed (757

b A 4+ %
of his fellow members, ,

In Magust, 1927, aguin in the public press — ut sgain without
5’. G LR
specifications or supporting evidence — Dr. ﬂrt.mardltnrgun fessot to !
T

i.nt.:l.;uthp’ i he doubted the Integrity of his fellow mesbers. At this

tize I wrote hiz as fellowsi

"Mt there iz a very definite cbligetiom om you
elther to withdraw what your colleagues believs to be
on lopugning o thelr integrity or that you present
whatover specific facts you msy have, 1T any, to Justify
your statesents,®

In reply Dr. Arthur Morgan informed me that while he was highly

eritical of the work of his colleagues, be had no intention of impugning

ot

W







their good falth or integrity. He cosplained about the intermal organ-

ization of T.V.A. and requested me to intervene om his behalf, I urged

his w .dz‘.am_ to mhu??mm.l rurr;-iuﬂ.ﬂ

.(.-'r‘sur.?-i: ;Mt-‘;/e‘fl‘-ﬂn (,/ﬁ?r, i’/if'tif'""*‘“"’ ‘-,.i

of - “of u special
cogalites of-—expertd oo adalAlitFitIsn witel T-tmd-sest to the Temmesses
Vallay-in-bhe-Sprifig of 195§

In December, 1937, the constitutiomality of the T.V.A. Aot
was at stake in & law suit brought by eighteen utility cospanies. Durimg
Z-énh litigation w:w widely disseminated
within the Authority's organization charges of unethical prefessiomal
-sdpconduct agninst the T.V.A. cowiesktin charge of the litigatiom —
agnin without specification or evidemces.

On Jamuary 18, 1838, the majority meabers submitted to me,
without publieity, an officisl memorandum cul-phiﬂng of certain specifie
On it dden s ™ e St
kinds of unpermissible conduct bn the part of the-simerity nelber, in-
cluding the msking of reckless and unsipported charges, including sn
L ﬁl&?-
unwvillingness to cooperate wighh isions of a majority of the Board

ond including serious interference with the work of key seambera of the

Muthority's staff in the performance of thelr duties. In comtrast te

Dr. mmrﬁnhrmf- charges agaimst thes, the complaint of the majority
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against his did met charge hin with dishomesty or lack of integrity. |
e Adtbinre Ftoromto
Om March Ird and om March 5th, 1938, the-sisesdly-sesber ¢
sade extemsive and unsquivocsl charges of dishonesty and lack of istegrity
in pabtlic office om the part of the majority mesbers — again in the
public press — and again without specifications or evidemce.

E
Despite ay lomg personal friendship for Ur, Arthur Morgam and

Al}m
sy appreciation of his wany pablic services in the past, this actiom ﬁ

[

hiw=part compelled action by me.

Ap Chief Executive constitutionally respomsible for the faithful
exscution of the T.V.A, Act I could not ignore charges of dishommsty,

bed faith and conspirasy in t@ adaisintention

In fairness to Dr. Harcourt Morgan and Mr. David Lilfeanthal as

pablic officials and as _l-l! baings, I u-u-—-n&.n_

Sy 7 u‘.”ﬁﬁ“ﬁfﬂ”’ Vi Ao tiisty WA by fet
wh].‘l.c tconsa ,!n,gnl.mt Dr. Arthur liurgﬂn ﬁm-thqr—m—nic only re

al M%,
to me athMhﬁ.lum agninst
-
Ror could Pidrts] wash ay hands of commemmeedéh these

grave and libelous du.rz- uﬂnlt men whose alleged pailt had mot
A
J{J‘ i ® v’: A ?L} "{; £ Fo o B B L

it

IR R R b ¥
beem proved, &7 L, e e ’r‘,{{_ /-
rry. ', e, o ","{"1*- i s L = o s b
}&"’ f_f-tl:.‘:'l.- ﬂﬂgt -'("’l"'/ = o ”'{ﬂi\_q R . - £F
’ The comcurfent power of the Congress to J.nnutiguu the adainis-

tration of executiva -.awu.'l.n dose not nll.-ﬂ ne of sy responalbilities,
Yo I* Ce) Ai. .
I therefore suszcned the three asibecs of the Board of the
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= v 10 / At the hearing om lurc{'ﬁlt.h rpan flatly refused to

-“+-

T.V.A. to appear before me om March 1lth, face to face with each other, to
present such facts as they might bave to support the seriocus charges which
they had sade ageimggesimirer. It was mot = formal court precesding
mtth-‘w-L—l'-_ to jet the truth — to let sach
confront the other and tell his story in ¢ lmlght—fur-rd‘rm-tuhiﬂl my.

I informed the me bers that I was concerned at this particular
inquiry not with the pros and coms of T.V.A. policles, lut with thelr Sbwel

g—h#m il .'{---.-l{-
ammassm]. charges of thnumﬂud oblkainl misconduct. - THE sTAL,,

I first #allsd upon Ch.'l..rl-Alur;- to mibstantiate with facte the
several charges of dishonesty and =ant of integrity which he bad made agninst
his fellow directors. I eslled his attemntlon to the fact that the giast of
his complaint in regard to the handling of the Borry marble clai:s appesred

in his own worde to be that "the real difficulty has been in the effort to

PR |
secure hault:'. opmus, duuc;r, and f-.‘l.rnua in Governsent,." a i b,
L e e e ntincy Csiontgle z-ﬂ-aa- /4— 2hnr Aehe sV taticela

.-,é

sutmlt to me sny evidence in support of his charges, He reed o prepared
ststement to the affect that the "sesting is mot, and in the nature of the

case camnot be, an effective or useful fuct findin: occaslom. To proparly

substantiate the charges is not the work of o moming." ¥hen :n‘fhthtr

hhdmmhhﬂ-nﬁntthhuﬁagmldhmrmunm
Tr
and whether he would be prepared to submit facts if givem ome week or two
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weeks to do s0, he failed to reply.
Th-uxjoﬂtgubuiuph.h-dth-uﬂmﬂud they bad taken in
the Berry martle clains came, as well as thelr action on the Arkansas Power
& Light Company contract, and on the Aluminua Coapany contrmct to whioh
Dr. lrttu.rﬂlurgn had referred in his published statecents, I could mot
@pect 4 more sdequate explunstion than that which they naduah view é'
£
the failure and refusal of Dr, ‘ﬂ“ﬂ‘lﬂ'ﬁlﬂiﬂ to submit the facts upem which
he relled to support his charges,
I then asked the ammjority me:bers to present the facts in support
. £
of thelr charges sgainst Dak l-rth.l.r,{ﬂorgum
The majority weubers first referred to s number of his published
articles and speeches durlng 1457 which they contended contain wasupported

£

and unsupportsble statememts iupugning their honesty and integrity. H'hﬂthlr&
these articles or smpecches wore intended Fe il b =t Lo
impugn the motives of the wajority of the directors, it is clear that the
more recent public statesemts of Dr, Arthur Morgsm to whlch the asjority
members also referred, C{a assall the persomal honesty amd integrity of the
sajority mezbers in unmistakabls terms,

j_. L';.""Cgf"'-‘f{cff. # :'f‘;("’"/{" o /*"f--.r
But D lr‘t.‘rmrnﬁwm refused, although ﬁ_m-td oppartunity,
|}

to present any facts in justification of his attacks upon the lotegrity of

i
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the majority of the Board,

The sajority sezbers also prefflered facts tending te show that
in the course of delicate and important comversations betwesm the Azthority
and pﬂnhw*: lrﬁrE“wﬂ bad private conferences sad comsmn-
ications with ome or more executives of such utilities, with a large prospec—

tive power purchasar, with an alectrical equipment mssufacturer, which com~
. é . E ; . ﬁ - 1:4:1_444,-,’.
versatlons and conferences migh e the in carrying

Ar
out the decisions of 136 wmu;r Zle psr sl
Fhen thers is dissension within a multiple-headed executive, it ias
difficult to draw the line where disment becomes obstruction. I have serious

E.
doubt ag to the oropriety of 2 muaber of the things which Qet lrthm'ﬁlnrpl

VA dthy bl gfrida
did in an affort to creato a sltuation in which bis owm

el J’?t . S p A -g‘.d.,.r‘,
uc:aptunn/i:,? 8o lomg us we have aultdple-hsaded adainistrative boards, how

ever, we ghould allow conaiderabie latitude for human diseretion and not

-~

-
F LA 2
frighten s minority into acquiescence. Thersfore, in—suarmatters I think

i T o= A
evory doubt should - BEswestved in ‘avor of M Arthur, Morgm, Nevertheless,

comaatlif g tr e
significance doas attach to the nﬂhr_au!‘ ‘theae instances in shich he trespassed

into doubtful territory.
P B e -f/"
,Tha sajority ae bers ylso proffered facts tendimg to show that

a g
o

2
S, Arthur %orgsn did not send a telegras to se rejuarsiag s-—soaferSmoe en

o vital metber-pbepelleg, as directed by the Beard, Although here again
i ' - o

g F¥een £ Lige e, Ae Vg vl
Lre Morgesn say have committed nft-&h.l.m wrong — alithough -his evpletation




-
ﬂi t.hlt.i he had changed his lu;;lmmwm

A Afvadins aderie—
aloms u few mt.-uu;hnr this sort waild nét sppear togis npiumt;/!-v.r‘

AL Ohgere Av eyt
{kﬂlnthughtﬁfhhntmwtli Wﬂs—u‘m
in sigificance.
mmwiwmh-n-m/?mummm—:m

4
I should say fairly showing — that Dr. Arthur Morgen interf. with and

B drpeainch m
uhmmmxﬂﬂl: isportant constitutional lftigstiom affect~
- whietv

ing the very 1life of the hthmtyn I tave sarlier referred,ie—jbe—vifiionl-

ti v on. To the

= > gl a sl Bt i aT
N S
denands of ,-['-l'-‘-ﬂllﬂ':llﬂ that Uy -irthui dorgan give evidemce and specifica~

tions, the latter refused to make reply. Ihe interfarence reached the point

\ that speclal counsel for the I.V.i., the Honsmséle Johm Lord 0'Brian, {ormerly

.-.‘f-if.._. ALl et
The Assistant to the Attormey Genersl of the Unitoed States under n—m

ddministration, an independent lewyer of great experience snd wide repatationm,
felt iwmpelled to write the Chairmen as follows:

"Dear Dp. Horgan:
"I have your letter of Deceaber 53, 1937.

"Prior to the trial and during the trial I have actively
participated im and bave clossly observed the preparation and
presentation of the testimomy. Slnce recelving your recemt
letter, I bave again gone over tho fils of anaterial comcerning
the preparstion and presentation of the engineers' testimony
in the case now on trial, amd have talked with the attormeyw
and alse with a number of the witnesses, As » result, I am
more than aver confirmed in the opimion which I
expressed to you thet the case has beem handled »dth unmmsusl
abllity and in mccordance with the highest standards of integrity.

"Your charges, comlng shile the case was actively oo trial,
have bad & disrupting and demoralizing effect It?tl all the
ettorneys and upom the comduct of the Mutherity « After




-

coreful review of the satter 4 am comvinced that the charges
mnst have originmated in some misunderstending sad have mo
real foundation in fact. The mmtter ought to be defimitely
cleared up in justice to the lawyers and also in justice to
the Authority's case which peeds the best efforts of all of
tho attorneys. A= all the attormeys are now under great
stroin in tho stages of this trial I am sritlng to ask
shether you will not clear the record and set the as bers of
the legnl staff fres from a very bheavy emd, I think, unwar-
ranted urden of anxiety at this critlical tine.”®

The T.V.A. had entrusted the comduct of this isportant litigatiom
to competent counsel. Its umusually cepatle Uenersl Counsel had the assist-
ance of an sble, outside, independent special counsel. Fhatever differemces
thers any heve been witbm the “osrd as to the conduct of this litigatloam,
no evidence has been sutmitted to we which would have justified the minority
seaber at a most eritical stage of the proceeding in opemly charging reputatle

pourssl with unethicnl professicnnl conduct, thereby, comsclously or un—
=
consciously prejudicing the case of the Government. Di‘: #rthm-rlum.

shen gives the opportunity by me, offered no explsnatiom for this reckless

and astounding conduct.

I concluded the first hesring, on darch 1lth, as follows:

"] Athereis mothing rurther I want to make ome Very snort fimal
stateaswt. -1 hove now heard the charges and ceuntercharges of the
T.V.d. Board. I bave endeavared to Ld'ﬂ sach slde the ﬂiu‘
of unswering the coaplaints of the otber side, Frankly, I am dis
appointed that “bairmen Morgan has mot answered by giving say factual
answers to the guestions which I have put, tut I hopo that in the
pourse of the pext week Chairmen Morgan will realize that it is of
the utmost importamee to tha contimuation of the work that he sheuld
reply to very slaple factusl mestione.
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" He should bave every opportunity so to do. And, therefore,
if it ip agrecahle to him and to the other tmo meibers, who alme
may want to presemt additiomal facts, I will set a resmmptiom of
this hearing for a weak froa today, Fridey moming, at eleven
8'clock, and if you care Lo appsar im persom nt that tihe it «d1l
be entirely ngreesble to me, If you prefer to sulmit say factual
roport in writing wthout appearing, wse your om Judpaeat."

A second hearing nas accardingly held, on March 18th,

At that secon! hearing Dr. Arthur Morgan persisted in his refusal
to participate in sy inquiry to ascertain t.yflm regarding his charges
of dishonesty and want of integrity, altbough in a prepared stateamt ha
referred "by way of iBlustration® to certain facts and circusstances tending
to show that the Berry marble clalass were worthless and that there was reaszon

LAt T
to suspect tho bona Tides of the claims. Dut there !ml_lnn eviderice before e
that the najority member of the Zoard over contemded elther that these
marbls deposits had any comsercial value or that they thesselves bad no
rasson to suspect the bona fddes of the claias.
Zee The . k-,-:ff’r.-d--....,.
A-ﬂ; evidence shows that ciii..m ag,gﬂgutim milliom= had beem iled
against the Governsent; that the asjority of the Foard were es deeply con-
A
cerned about them as was Bp? Arthur Morgen; and that the Soard's counsel
wus endeavoring to obtuln all availablc evidence to oppose the clalis both
on the ground that the savble was commercially valueless and that the clalss
wera not adwvanced in good faith.

{ o
The majority mecbers, scting on the advice uf‘q I:nmul. balisved that

1t would tend to protect rather than hurt the Governmeat's cause if sn inde-
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pendent expert under a conciliation agroement mads a report ‘m the value

/“-t.tuﬂ':f,n'!
of the marble deposits without m of the Authority

orthe claimatsgse. Rtce, Mraf ,
4

Fhen this procedure was proposed at s Board meeting Dgfe-Arthur S

Morgen objected to it, As & member of a board he had & right so to do. He
—
(’(ppnuut.y belleved,that, despite the express temms of the semedbidedben
agreeaent, Lhesagmumment would in some way adversaly affect the rights of
the Authority to contest the claims. The majority meabers, conscious of the
e

hasards of any litigation end not having s yet diessmemed any evidence

evirdbelezs
of the bad faith which thnrhlu;paﬂtnﬂ, ¥ere cqually within their rights in

voting to pressed=witirtie-comtitedon procedurs suggested by the Mmthe
ority's counsel., There is not the slightest basis for Dr. Arthur Morgan's
imputing bad faith to the majority members becsuse they and the Authority's
counsel differed with him on technicel polnts of legal procedurc. It is
&
xholly mnwarranted for Des Arthur Morgen, on the one hand, to complein that
&8 & layman he cannot adequately explain to me why his colleagues acted
ilpraptrlrmdlmthuut.hurhmdpllnmntotlhitupmhlu-lfm
accuse his colleagues of gross misconduct in the handling of = law suit.
e

Dr. Arthur Morgan's whole attitude toward this ingquiry bg iteelf

glves credence to the charge that he kas been mnwilling to coopesrate with

f'}{_-ff -‘:f/r_,_,
his fellow directors in the administrstion of the Aot lldjlil temperamentally
¥
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e I
mtmu%i | Fith the exception of & few frag-

_—

montary questions and snswers on the Berry marble claime, Dr., Arthur dorgam

aas #t00d aloof and refused to cooperste in this proceeding dor, to supply e

e o
“"‘ﬂ‘rm- &-J"EJ-: of bim by his own sdministrative superior, the Chief

e Ao o
Executive, / His fellow directors n—b—i-b, as & matter of course, snd

.’J“‘”?‘“f‘%“ﬁufw-m e e

their mmmj
p—

S

l ., thea an opportunity w me en opportumity to
F ol

= by ,_,4,4(:;* =
7 1 heve tried to be mindfulof the debt the public owes bw. Morgen

F (S
Fa A

for past services, of his pense of the righteousness of his own convictiona,
and of the patisnce with shich the public interest demands that & sltustiom

of tils kind be worked out 1f poseible. 1 have therefore strugpled with this
rart Itz Fely 7’
problea for m and in its present ecute form for alx mon /l

r‘"'ﬁ#_,.. I nope 1t may be fairly said that I heve been psticnte,
7 .x'/..ﬁcau.-.#-w w LezrecsS . /o ENEP Lt I L T + A
oA8 1 have satd before, L mus Qlcmniéur the sositiod im which Prs |t/
ri it o4

Harcourt Morgan and David Lilienthal find themselves. GSome decleion on thiw

record is dus them, If there should be no depislion after [es Arthur Horgen

hag refused to substantiate his grave and libelous charges egainst them

Pas] Jmnmu ut%
they would be dlﬂ.ﬂitel}']ﬁ minuﬂrﬁu‘iwed in their rights and stending

/
us citizens and public officials.

Furthermore I must consider the contimulng operations of a great
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“he

Government sgency. It would violate my constitutional duty to kwep

care that the laws are faithfully executed if I should leave wundan-

f‘d m (,n-iul /"j
unsupported °mmw f“éﬂd ,two officials who hevw

A LA r"7
trbpd-to eoqpmt.- in the difficult task of divided authority md!—?"

biyecdde oGl
reculeltrent non-cooperative arﬂnl.z{. freedom to sabotage

§overnuental operations at a crucisl time,
Finelly T must slso coneider the consequences of permitting the

establishment of a precedent whercby smy subordinate in the Executive Branch

4 Ao pechihory Bt

of the Covermment ecan refuse to glve ,lltha Chief Executive t.h-hndﬁ—uf-lnl

!
"f _.-"'/.’ '1.-"',": L & ﬂi,ﬁp”h frw é{‘ 'I.'-"-P::"’F._a

nowketie to l&'llghtm out difficulties which he cherges exist in hie omm

]

workj cen refuse accountabllity to the Chief Executive for wmmmf his acticns

Ae fe oharitd 007

88 & member of the Fxecutive Branch, even though

sl t:;]. ﬁ-f"*“* ‘
misconduct in oﬂ"ica, and can insist thot arddnr/mcutiﬂ tr /

rr"-rr/ -""f.’/i'f(,
be maintained m:lr thmugh the lemksbadéve processss /- (e Lfo {0 (

¢

I '.H..u . f.’.- { .;J'lr o ;f/?‘r"ﬁ'-({" v w’.ff_. 4!'{' L _,.-__.;, ff-*lud-' /J{f"".’
/M ‘,/ ot l'h:l&ur such elrcumstunces indulgence of my -ersonsl wish to
_*_f:_: {rapld ”o’r“ E

' continue my pttl.um:: with Be. Arthur Morgsn would be unfairnese to

[

A -';-’_'f.-".f ) s FLS I L 2
U;.M-’ U
,{f'«—é{%;nbody end everything else involwed. I therefore feel obliged to
i

A al
fﬂf‘r act upon the evidence now before me.

L't ,.flw On tiat evidence I am obliged to find thaty
] 2 f"
r...-’
. 4 (a) Dr. Arthur Morgan has failed to sustain the grave snd
/,ﬂ‘:"""_ J__f ’
A belous charges of Et"_hunuty snd want of integrity which he has made
f-‘ﬁ’”‘?“ - LT A
; f‘i':'(,’ (__‘Jf"f),l.'t; e w /‘_.—i _A:i-—
e A - 3 Jf:_,‘f‘.r Cival? = s & iy o , ’
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against his fellow directors) his conduet in this respect is h‘lllr&-ds

morelly unjustified)
(b) Un the fece of the record the charges of the other dircctors

thet Br5 Arthur Morgen hes obstructed the work and t smesscibeed the ar;u-%

ization of T.V.A., must be sccepted as truej h\&a has refused to

offer testimony in denisl of the chargesj

L]
i i

(e) Dr. Arthur Morgan ie guilty of imsubordinstion and contusscy

sl e
in refusing to submlit to the Chief hnﬂuﬂvndmy facts which he alalvb

rJ W "&
mwﬁluhrgu of dishonesty and want of integrity

PO - S e
sgeinst hip fellow directors.

Under these circumstances, I Mt ayself under the painful

=

=] £
duty request be. lrttmrfll-urgm ot once publiely to withirew the
I

charges which he hes mede lmpugning the honesty, good feith, integrity
&nd motives of his fellow directors and to give them snd the country
the

sugsurences thet he will in/future loyslly cooperste with his fellow

directora in carrylng out the provisions of the T.V.dke Acts
At i{._.:./
I hwwemsde this request uﬁ him, -
If he cannot acceds, it is his duty to resigm.

I bope thit Dr. Arthur Morgen will not make 1t nececssry for ne

to take further action.




a2y
7V

(last paragraph)

He has had ample time and opportunity to make his
decision. If he determines to follow neither of these courses,
I give him until 11:00 tomorrow morning, Tuesday, March 22nd, to
present to me, in person or in writing, any reason why as Chief
Executive I should not take further action in the case as & necessary
result of the findings which I have just stated. For your 1nformation,
Chairman Morgan, I must tell you frankly,in the light of the record,
only two courges appear open -- your removal or your suspension as a

member of the Board of Directors of the Tennessee Valley Authority.
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(To go on page 1 == end of third paragraph)

In April, 1337, a special committee of experts on administration
organization recommended certain administrativh changes in the
internal organization. The recommendation for a general manager
followed the suggestion of Arthur E, Morgan, but when the recommenda-
tions were put into effect by the Board he could not agree on the

selection of & generzl manager.
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members of the Bo shall

be per, the feasibdlity and #lsdom of the
l’ﬁ ALy 4-’1'/.&1--“ M-jf'-'- fj’p}L
" Ihnﬂaright-toumummtﬂurymburofthnﬂurd
believes in the feasibility and wisdom of that Act” I have a right to
fhm'td‘l.#w ';\va h'lru.?.l_.z.-‘ﬁ
assume that every member of the Board #m prepared to do his part to
cooperate with his fellow members to make the Act wort? I have a right
to assume that every member of the Board ie prepared to recognize that
a certain amount of teamwork is necessary to make the Act mcc-aﬂ?
But there are persons and powerful interests that desed
dus
profess ahbaliaf in the feasibdlity and wisdom of the Act. There are
persens and powerful interests that are guick to seize upen the simplest
acts or slightest word of members of the Board to discredit the admini stra-
tion of the Aet. The open dissension and personal recriminaticn among
members of the T.V.A. has reached a point where the successful adminis—

tration of the Act is imperilled. No one who professes a belief in the

feasibdlity and wiasdem of the Act can view such situation sithout the

gravest concern. . ’/ ; /
%I;LM? y‘f7/ Ay .fr.:.,_.,.n” ‘J}-V i 4,1,/r r el

’5“" At
Effective administration requires a,cti":n‘?:‘ “The acti ‘“‘; v e

Laa 7
Board must be determined by a majority of its members. A minority has 3

the right to record its dissent, publicly if it deslres, after action

is teken; it has a right by falr persuasion to seek to obtain the




adoption of a different course of action. But, neither a majority nor
& minority has & right to make public display of personal internal
differences to the point where effective administration of the Act 18
Jeopardized,
I have reluctantly become convinced that the work of the
T.V.A, Board is now being impeded, and that the resl iasues of public
policy which may exiet among its members are now being obscured by
personal recriminations. It is intolerable that issues of fundamentsl
public policy should be confused with issues of personal integrity or
misconduct, It is intolerable that either majority or minority membera
of an administrative boa~d should cast doubt upon the honesty, good
faith or personal integrity of their eolleagues or should charge any of
their colleagues with improperly obstructing the carrying 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
.r.u- !5“,,.,1,1,-{ 1% s /.._
should bﬂ & mi‘ personal attacks and aspersionac~y 775 18R a /1w
Sk b TI?F Ea el )
1 have called this hearing to invemtigate 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 T.V.A. Board has or has

not edopted. This is not an inquiry to determine a national power policy,




it is an inguiry into charges of personal and official misconduct.

J
!—ruﬂ-'t!l'b{)éu Pruuiduntﬁhan especial concern in the charges

that have been made which reflect not sluply upon the judgment tut upon

the perscnal integrity and official conduct of members of the Beard in

the management of government property. Under sectlion 17 of the T.V.A.

I had hoped that the bitter personal feeling among the members
of the T.V.A. would prove to be only the temporary result of honest
differences of opinion or policy and that with the passage of time the
membera of the Board, even when they could not agree, would come to
respect each other's opinions and cooperate, as is their duty, in the
administration of the Act. I did not mct when complaints were made to
me a8 early as Jamuary, 1957, one of them by a responsible government

officinl not comnected with T.V.A., that the Chairman of 1:.11? Board had




made a speech at Chicapo and had published an article in the New York
Times which could be taken as personal attack upon his fellow board
members. I repeated my counsel to all the members of the Board individ-
ually to make every effort to compose their differences and not to permit
the enemiems of T.V.A. to make capital of them. But I censured no one,
In September of last year complaint was made to me by Harcourt
A. Morgan and David E, Lilienthsal that an article by Dr. Arthur E. Morgan
published in the September issue of the Atlantie Monthly direetly and
by implication was am attack upon the honesty and integrity of the Board
of the Tennessee Velley Authority. I at once wrote to Dr. Morgan inform-
ing him of the complaint and suggested to him "that there is a very
definite oblipgaticn on you either to withdraw what your celleagues be-
lieve to be an impugning of thedr integrity or that you ;reaent whatever
specific faets you have, if any, to justify your statements.® IDr. Morgan
okl
advised meh if I correctly understood him, that 1t had not beem hias
intention to impugn the motives or good faith of his fellew directors.
Mthough I thought that the Atlantic Monthly article might

fairly be taken as an attack upon the personal integrity of Dr. Horgan's

fellow board members,® I accepted his statement that no such attack was

# The following statements, among others from the article, go far to
suggest to the ordinary reader that Dr. Morgan suspects the motives of

(Footnote continued on following page)
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But recently Dr. Morgan has issued statements which in un- i

) l mistakable terms assall the honor, integrity and motives of his fellow-

his colleagues:

"The writer is a minority member of the Board of Directors of |
the Termessee Valley Authority, of which he is the Chairman. In
importent respects he differs from what he judges to be the actual .,
powmer pollcy of his assoclates. This statement therefore reflects {
his personal views, and not the working policy of the power issue. ;
Helther does it undertake to criticlize in deteil what the writer '
balieves to be the improprietles of that policy. [

/Beptember Atlantic Monthly, p. 546,/

* R

Third, having invited the investment of privete capital to
supply the public with electric power, the public 1s under obli-
gation to respect mctusl honest and useful investment, and not
to Jeopardize or destroy it by capriclous and arbitrary coercicn.
The atuses of the private power industry have bred in some men an
attitude of bitter hatred, and a convietlon that the only course
to take is a war without gquarter ageinst the private companies.
This attitude may be exploited by other men whe have ne such con-
victicons, but who will endsavor to ride to political power on the
issue. A fair settlement of the gquestion might leave such men without
a place in the limelight. In my opinion, for public men to retaliate
with arbitrary coercion, to use false or migleading propagandas, and
to use other methods than open and iupartial processes of government,
not only &8 unfailr to legitimate private investors, but tends to sub-
stitute private dictation for democratic process of government., I have
no confidence in the supposed liberalism of people who use such methoda,
Whoever will use unfair methods for the publie probably will yise unfair
methods against the public for his own adventage. The public can have
no greater security than the habit in its publiec officisls of fair and
open treatment of every lssue, no matter who ig affected zEb.pp. 344-515?.

E b o o o

"linder any method there are certain proprieties and decencles of
government which should be observed. Where the public has Invited
private capital to supply an essential public service, there should
be no capricious arbitrariness in destruecticn or duplication of
facllities to the loss of honest, neceseary, and useful investment
+» » » « In cage public power is used as a 'yardstick,' or as a meagure
of what the priwate power industry should charge for ite services,
then it is imperative thet records and mecounts be honest and fair
and open, and that there be no hidden element of subsidy. The very
fundamental element of comparigon is hemesty, faimess, and
openness in measurement /ib. p. B42/.7

See, also, more detailed analysis of the Atlantic Monthly article
by Harcourt Morgan and Lilienthal, which is attached to Harcourt
Morgan's letter of September 15, 1887.
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directors. Now, Dr. Morgan, I do not want you to misunderstand me, .

You are a man of deep conviction and intense feeling. Ieissesscimppiatd

AT TN Sa,_ires e s et b i eI T T haswower il ’
M7 in J‘,n;:‘zmTManv H’/'l';” ?tf-fﬁ"'\ (%;‘:" |
coplemown. 1 know hopeddfStrwibddebs under pressurses sJnot {.ejf
to suspect the motives of those who resclve upon & course of action with f
which one profoundly disagrees. Even insofar es you have made cherges
of dishonesty end bad faith against your fellow-dirdetors, I do not want
to silence you; on the contrary I want now to investigate those charges.
Differencea of opinicn may be composed, but charges reflecting upon the
personal integrity of your fellow-directors camnot be compounded. Such
charges cannot be allowed to rest upon inmuendo, but must be made

15 {c.//"’w/

gpecific, I now want to ask you to produce what weteweer-obdd o

bill of particulars.

g

this diffieulty." The suggest

fecencles and>groprieties. The sugpestion is

your colleagues for such

that your colleagus# were prepared to recogniye & claim without fully
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investigating its merits. You charge that they "entered a f

agreement with Major Berry to determine the value of the ble whiah

there wae reeson at the time of the not slmply of questioning

the validity but the good falth ofMajor Berry's oclaim. These ere very
serious charges, charges of mglfeasance in office. Your statement

suggests that calling upoy [r. John Finch, Chief of the Bureau of Mines,

to ect as conciliat ag celeculated to put in jeopardy the government's

interests, You do not gquestion merely the wisdom or expediency of the

steps taken by your colleagues, you question their Integrity. You

ftht Berry marble case ig an instance of this difficulty."

As a responsible offieial you could not have made these serious
charges against your colleagues publicly without being prepared to prove
them. I now ask you, not for & speclfication of the acts of your
colleagues with which you disagree, but for e specification of their acts
ha

which prove their want of honesty, opeuness, decency and fairness.

you refer to the Barry case ag an instance of this difficulty, I deslre
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¥ou specify such other instances as in your opinion have occurred.,”

The br charges made py you certainly suggest that there ars

8 Power and Light Company eontract

power rates. As I

tion 17 of the re has been any undue

to make en investigation if
or unfair adyentege given to any private corporation or if in the menage-
ment of sfovernment property in the Tennessee River Ba the government
hag’been injured or unjustly deprived of any of ite rights.

In your letter to Congressman Maverick, released March &,
Dr. Morgan, you also state that some of the reasons for your concern
"ore the explicitly misleading end evasive reporta" and "explicltly
falge reports which have been mede to the President, to Congress, and

to the public concerning conditions in the T.V.A. by a T,V.A. director

or by the two directors acting in unison.” This is an accusation

against your colleagues of making to me and to the Congress deliberately
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false and misleading reports, and I ssk you to cite to me specifically
the reports and the statements therein to which you refer.
Finally you charge in your letter to Congressman Maverick
that "there 1s & prectice of evasion, intrigue and sharp strategy, with ]
remarkable sldll in alibl and avolding direct responsibility, which [
makes Machiavelll seem open and candid," and that you have discovered |
"hard-bolled, selfish intrigue" masking under "the attitude of boylsh- J
] Q{ [ open candor and man-to-man directness.” Such charges can only be
/ made by one who hag despaired of the possibllity of cooperative team- [
work with his colleagues in & great public endesvor. I must ask you
for proof that your collesgues have not simply differed with you on
issues of polley and organiszation, but heve intrigued and congpired
against you. - !
It is not my desire that this inguiry sghould be a unilateral
affair. Harcourt Morgan and David Lilienthal, you also have made

charges against Dr. Arthur Morgan of obstructing the carrying out of the

H decigions of the Board., You made your charges not publicly, but to me
in my official capacity. It is true that I, not you, chose to make
those charges public after Dr. Morgan had made repeated public charges

against you. Your charges do not necessarily reflect upon the personal

integrity of Dr. Morgan but upon his willingness to cooperate 1n the




~10-
decisions reached by the Board in the manner pregeribed by law. Your
charges are equally serious, partlcularly as they suggest that Dr. Morgan
in obstructing the work of the Board has cooperated with intereste
which may be adverse to those of the T.V.A. Your uhnrg:l necessarily
impute misconduct in office to your colleague. You go so far as to
apgpgert that his "opposition and obstrustion have nucupi:ud virtually his
entire time, to the exelusion of hie attendance u;'hon Bogrd meetings,"
1 am obliged therefore to take note of your charges also by virtue of
the investigatory powers conferred upon me by section 17 of the Act.

1 would remind you also that I am not concerned at this inquiry
with metters of policy or of organisation but with your charges that Dr.
Morgen has improperly obstructed the work of the Ell‘-nard. Ag your charges
are couched in general terms, I must now ask you also to give me specific
evidence to support each of the several charges unmarataq in Part III
of your memorsndum to me, which reads as followa:

"The present situation in the board of directore of the
Tenneseee Valley Authority presents & clear-cut issue respecting
this demccratic principle. Thet iseue may be stated in this
wayt When a board of public trustees, after weighing differing
polnts of view, and after the fullest board discussion, has
reached & conclusion by a majority vote, how far may the dis-
senting public trustee, while still continuing to hold office,
properly carry his opposition to these board decisions.

"We belleve the following methods of oppositlion, which are
among those employed by our mgsociate gince the Spring of 1836,
fall outelde permiseible limits.




and god falth and impugn the integrity of hie mssociates on the
not upon the basis of direct charges it by inmuendo, in-

mejority of the board of directors.

"It is not permissible for the chairman of the board, after
board action has bPyen duly taken, to fail and refuse to carry
out explieit action\taken by the board.

"It wam ndt permissible for Arthur E. Morgen to cooperate
with & utility executiye in the preparation of a memorandum,
the express purpoae of ch was to show that a particuler decision
of the board was wrong a&pd activated by improper motives.

"It was not permissitle for Arthur E, Morgan to collaborate
with the former chief enginder of the Insull utility system in
the preparation of a detailed recctmendation on power pooling
policy, which report proposed\evasions and wviolations of the
TVA Act; nor was it permissible, during negotiamtions, for him
to permit such report to be made available to the utilitias,

RSuch methods of expressing disagreement with the act and
with majority decisions of the Woard, as have been employed by
Arthur E, Morgan, are not permisiible., Such methods are wrong
because they violate the democratde principle of majority rule.
They violate s spirlt of pgood spordgmenship in publiec affairs:
Cne should be a good loser in matters of opinion as well as in
sports.

"fe believe these methods to be whong because they are not
designed to persuade tut to obstruct anll discredit the carrying
out of the law and of declsions duly redched after falr consid-
eration.

Mind, finally, we belisve Mr. Morgan\s methods are wrong

becauae the doctrine of 'rule or rudn' canfot exlst alongside
the doctrine of majority mile and minority Yesponsibility.n

I have now heard the charges and counter-charges of the mem—

bars of the T.V.A. board., I have endesvorsd to give each side the

S
opportunity of answerlng the other's complaints. I shall allow Hem—

days for the members to submit to me such other or further evidance se—

e - ; A
q:'-' i A L AN 'Lujhu% /—f.“" *]'I .rl.;f d]ﬁf‘ f}'\j
they deam part{nﬂnt to the inquiry. I shall then dsterwiﬁg what furthe!
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actlon is necessary in the public interest.

How I can only reitarate

J
that I-eonsidar i'gﬂtha duty of every member of the bosrd, believinp—msa
~All_ef—yorthr—in—theferriullily opd wigdon of the-Aety—toput aside

All-pErETet—fewtimma, to conaider at your board meetings, impersonally
and objectively, the irportant protlems of T.V.A. and not to obstruct

the carrying out of the decisions of the Board,

T fadr—berripdk., ,
el
*hd;&.n:f of you who cannot do that, should remaln on the Board, The

Board is about to resume important negotiations with private utility

interests. Those negotiations will be difficult and delicate.
Com  frnli

public interest shewdd nn‘t.hbe Jeopardized by uwensseesssy internal dis-

The

ganslon.
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I umut,’ Morgan, emphasize too strongly that I think in
the publie interest you should be willing to partioipete in thie inqulry
to asoertain the truth of the personal charges here involved. Until
thess charges of want of homest and personal integrity and of personal
missonduct in office are definitely removed from the realm of oontroversys
there oan be no constructive inquiry into the power policies, navigation
policies, fertilizer poliocies or other policies of Te Ve As All of us

N«wt;-arf-d"

who went those policiss consldered and renewad on their merits should

oooporate to dispose of these personal issues which only obacure and

eonfuse the fundemental issues of polioye

i L
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He has had ample time and opportunity to make his deciesion. If
he determines to follow neither of these courses I give him until
11:00 tomorrow morning, Tuaadﬁy, March 22nd to present to me in
person or in writing any reason why as Chief Executive I should not
take further action in the case as a necessary result of the findings
which T have just stated. For your information, Chairman Morgan,
I must tell you frankly in the light of the record only two courses
appear open -- your removal or your suspension as a member of the

Board of Directors of the Tennessee Valley Authority.
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Monroe

i 1h| uﬂlclﬂ hﬂi‘t with mlmhm ni
the Ladles' Hermitags Associa-
tion arranging the detalls, Dut

« whatever the plans, members of

the maspclailon  edpress  thems

sylves ms hoping that ihe Fresi-

_:unﬂ!l hoeme,”
AMES MONROH was ths first
I:Préaldent to comp o Manh-
g and 1o ihe Hermilage,
;,;" whore e woa goterialosd for mav-
oral daya, Parton in his blogra-
phy of Goneral Jackson writes:
“Mr, Monrge vieited MNashville
during hln prosldency, when Qens
+1.orn] Jackson - figured conspleu-
o ounly Among those who welcomed
i and escorted the Preatdent, At
: i the grand ball given him at Nash=
o wilie,  @enéral  Jockson and | Mr
(4 Monves enterod the ballpoom, erm
A Iln marme the General in hils newesl
b opnlferm, towerlng above tha 1t
tle Prealdont ©Op the other alde
“of the Fresldent walked Qonorel
L Carroll, who wos alss & mon of
o lofty stature.
fa "'Ah' whispered ctie of tho la-

mont IIJ.I'H{I'I.II

%_Premdent W1ll Be Entertamed at _01

At Shrine for 1M

dunt "Wl “enjoy himself In Tan-

The Hermitagd as It sppears todsy tﬂu‘.nl}; groa tly ressmbles the home where In 1846 ﬂ[d Hkkur, ;

entertained hiy last guest, death. .Before that tima the historic homestead had been the meces of distingulish.—- |

ed mmen of his time. Ounly the cedars have grown older to changs the appesrance of the front entrance.

By HELEN DAHNKE
W the halln of tha hislorie
I Hermilags nexi month ihao
valen  of " 1% Domocracy's
MNew Deal will mingls with the
eehoea of o Domoerney whilch woa
glven o now Interprotation in
1328,

For TPresldent Franklln D, Moges-
well, thirty=first President of the
Unalted Siales, la coming to Mash-
villa In Wovember io pausns at the
homestead  shrige of Dresllent
Andrew Jackeon, whoo like him,

darod mors than s gentury ago to
broak party- préecedents and po-
Litlend - ldola [A-*ibe “causs cof the
commen peopls, Beblwern thom
e m
which many - olher. dislingulshed
men, Ihcluding b many Prealdents,
have wisited 'thd Hermilogs, .
Whan ' Prealdent Toosoyelt I
porved m omenl in the dlnlng reom
of the Hermifiage; whon ha walks
Inte the garden to ses the tomb
of tkat “new Democral™ dof 100
Foars n:u, 'nrllen ha moes the great

AR Thi

century “of  years during

‘inge  Asmocliatlomn,

®oaddiflogd Viera

collection of Jackson popers and
lottors presarved thore by Tens
‘meesenns—he will be closo” agnln
to tha blrth of =ths ].III.H.:' which
A{oday he lemds,

Eight Frosldents have® alntd ‘ai

'ihu Harmitage, nr.'cur:l!n; to’ rac=:

ordekopt by the Ladles’ Hermls
in mdditlen to
many othern who, aithér whila In
the offlce of the chicf exocuillve
or afterwards] have vislied there,
According to thess records Presls
daonts who hove dlned thers wer
James Monroe, Andrew Jackso
Miliad_Fillmore, Frankiin. plere
mord,  Fran
SRR AR T,gfr
cinlied

Itooravell.

hnwve

dies present, ‘how; our Clonerad
doas © aurpass  averyone—how ha
<Goem  Lhrow everyone Clnto tha
LT

President Monrod,' who & short
1.Im| + before  had J comploted w

' lengthy aorrespondencos with Gons-

ceral Jacknon oo hia conduct of the
Indian wars nnd his atay in Florls
Cdm. ms woll as onvhis own forelgn
palicy Ia ‘the naw natlen, -arrived
; hare ‘Juns & 1E1%.  Oeneral and

I-..H:I'l._ ackson “werg » ak home for
wene of thoms ldyille’ alanys st the
“Bnloved Scountry homestend, about

“which 'thélr maeribd 1lls cenlered..

Thi geteral's chreer ns o Uniled
_Bt_lhtl sefinbar and as  Presldent
cwas atlll In the fulure, for thae

Jlme he was resting om hls cave.

e iheé nillen's firat milltary mon.

Parlon's . mccount. of I-"r"ld.u:nl.

LH?%MU vialt contlpues:

villa, accompanied by Censrnl
Jarckaon, sitalff and OenerdAl B B
dalnea, A fow mlles auil they wera

1 'zuttmnF t;"{ﬂ.".‘ﬁf:‘\p

Visitiin' N ove

[ J’F'

ore:
in" 1819" t’_._-T

e o

Up Avenue of

B

nlscence of General .Tm‘non. ""Fh
had many biy men, sir. la Hiah- |
villa at that I‘.Imu.. bt Qenaral F
Jacknon wos the blggest man of
them all, I knew the General, air,
but he always had so many peopte

arodnd hlm whén he cama to town S

that it woa pot often I could meb,
R change ta sy anylhing to bim.
He J1dn't used to pot up al our
hotvse. Tha old Mashvilla Ion was
Gonoral Jackson's house™

And & few years laler, Ienry A.
Wises the youngp WVirglninn who
taok him bride, a Nashvillas glrl
to the Hormitnge, wan to desselba
the courtliness and hospliality of
the houselbold ahd Lh mu‘cu Lud
mistress  thus: Y

“ad wo ot agen’ Gihirll“
Jackson belore, we 'H'II'I.IM-I' have"
taken him for, & visltor; -not the |
“host of the manslon, " He grested
us’ cordinlly snd baode we, feal At
home, but gave wus_ disiloctly
understand that be took no trous-
bla to look after mny bul his lady
muaesin; as for the gentlemen thers
werg the parlore, the dinlng room, ”
the lbrary, the sldoboard and It
rofreshments—ihire wers the sery-0
ants and |f Anythlag wes wmﬂu

all that was nece an o
ring, Heo' 414 not alt at 1H& head :
of the table bot mingled wilh his
Euests....” wrole (ha Virginlam, '

who waa Iafer Io ba mrlrnnr u! b
hin notlve ntate.

In the dinlng roam,
yenra: whan . General
Jachsoh  ware houl--hd datedn, ]
thors waa plenty of heariy I'M
A good 1des of the fimed dnd what 3
Cwenn parved At (ha Tlermilags 'may _q

Ju Hmu

be “secured from clilsine st ather
houmea of the Hmao. At the I::rm-

of Jacoh MeQavock. cler

Middle Tennesses ol 'ﬁ
CAhe later ea chmon's life,
(1) Hh:'ll.nr‘.r IJ!:H.I:r dined on

1*:
im_rrﬂuh hén he wad In town

.f_gm hull.!;- u.{ t;w;r: "r-:‘;ﬂ‘L
Lere. B EascEndan -

I Gnvoeles saraLthe s midil lf‘t"l'ns 'Fa
afwayms aciviled s bBoged Aamg &
roast of frenh meont, number of
vegelables, sweel peach nnd cus

rupibey  plekles  and  many

.n..x-n— T
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&l Wi ra X,
T e HW alwuys ineluded n baicd pam, u*

(Tackson, winff, and Ooenecli o (FORSt, of - frink meaL, nomber o
+ninen. 5 o Taliod St ey werdd ‘:mb}%?ﬁm.:fiﬁ?ﬂh: Mot
; y . othar

: : e b ] B i
. N additlon thers  hove “vinlbed met byi'a
. K v & oommltten, compoEed of \
] iipe 1o the Harmmtiage, urscg | Ehralm 1. Fostur e Jomm 1 - McGAYS i (. th
i 9 o & =l 1]
Grast,  Jobn Mol » days had the same rﬂ!%i

¥

momg Umo of thelr sareers: Bache Grundy, . Major Willlam L

-, mry - Taylor, Andrew  Johnson, qnd'h}tfimr..” The pl:tlr H,I;r“ is- | ®llver ihj;t‘?";;l_.!_-‘i.:;d ;:‘th H.t;& -
. —~hoavy - '1

* Rutherford "B,  Huyes,” Graver |. b L ‘mitage
Cleveland,  Willlam =~ - McKIinley, :‘E.rr?:ﬂlﬂ.'.’ﬁ?:ﬂf: ;:L“E;,":"d:ﬂf plain - Byt l_l:th% Hermitags, ane.
‘: Woodrew Wilken ang  Willlam. || Hon of "Masing for whom Wil- :r:a the  distingulshing  festores ot

-, Howard Taft, | kles, Tannehill mated | ms  mpolss. teble - ervite wan a et 'of
i Johneon: s governcr of Temnns= | man.. Db ¥ Droceeded to the Fag- | heavy sebvicg - dishes  of l““*'-":it
| om0, migned tho bl which . pup- ler homd, where General- Baton | . whith Denecal * Jatkaon bad Pir=.=n !
! chased the Hermltage for the oxtended the formal. welcome, At chaned fir. Mrs. Jackson from L '
state. Though' duriog the years ha | 4 P m. dinner wos:served ta the | Widow ol Comimadore Deentur aft. -, i
was ‘mllitary governor the- housge President and hin party at the | ©F the naval horo's death. - Therg o
hold was Confederatns In sympne | Nashollls Inn and ‘en  Thursds hre BUIL 4L the Hermitage and ars -
thien, #0 convinced wns he of ihe #vening . thore was' n great ball, unlgue In the manmer In which b
sacredness of the spot that he |. The | gnest day. m.ﬁm Monros | !he tops may be unscrewed go as 3
emn plneed Taoldlers ‘at the Hormltagh “Journered on to Kentgaky” ; Al Cm A second dlsh within the 4
to protect Lhe proporty durlog the It wap ot the great ban thay | dieh it o e .
- war, | General Jockeon wore hls oewost 4 et :
'y dn mdditlon, the Fresident of the | uniform mentloned and out sa fing HE artival here of former. +
United Btaten of tha Canfederacy, | a Flgube'thit the ladles whispared Prasldent Aartin *Van Bu- i
Jelferson Davls, spent months at ahout, Ten, April IT. 1843, was the v
" ihe | Hermitnge om @ boy., And |- e oceaslon  for amusingly partlsan 1

L T I}

E Bum 'Hausten, who becama prosls e b““, years of his prime, the edlicrlals [n the Nashville Whig,
.. Bont-of the Republia of Toxas, |° 8! Hast of the Hormitage wnan the Antl-Tackeon brgan, and tho Nash-
C visited his palitical mentior thera T | péefact’ groat squire of the | ville Unlaf and American, © The
~ Moy times (o hin young monheod |- munt:;.[g.:, 'whenove? he and hig | ®*dltcr of the Whig, C. C, Norvell,
‘dn Tenneascs and durlng his ma- Hache), wers home, Toulg poopla was irylog to be graclous In print

turlty as & Texns leador, fram Wl the ‘countryelde made the | 9 the city's distinguished wialtor,
Bo It Is, that betweon Presidont Hormltags thelr second  home, | Put he could not resat a fow phr=:
« Jackson's time and the coming of | Therd' was blg cooklng In  the tlnan Algn at the too-enthuslastia
TPresldent Franklin Hoosavelt, fas= litchen, . lavish bospitality In the Union editar, : r
mous feet have trod the beautiful diningresm and when on spacial l.-m:_|:|ar the caption, “Arrlval of
avenue of cedars leading to it daye Genernl Jackson fode to the Ex-Presldent” the Whig edl-
whita walls, famous honds have Nashviile in the onrrlage. It was for wrote. April . 1841 .
Infd flowern on the gravem in {he drawn by four bl IEoh-gray "The steamer MNnshviile, Cap-

i jalq .
e

gardamn, horsos and the servants who drove | tmin Miller, renched the wharf
Flans for the entecininment of ond  nerved  ns  footmen wern last night, & few minutes nfter
the Presldent when ho arrives dreswed [0 blus lvery with brana

gext menth have not besn com- buttons with glored hais adarned | on board the ox-President of tha
ploted. Thoy awalt word on hils with sllver bande, | Ier thoe receptlon tnlr Van DBuren
‘withes fromi the President hime- "A wory blg man, ®r" an aged thers ware pressnt, unfortunataly,
sell.  Congressman Jo Hyras from walter of tha old City Hole] of "sams of the lgbt-fingered Een-

the Hormitnge dintriet [s te b Noshwille is quoted b Parton as
1 anylng Jame yoars lafer In remi-

durk, from New Orleans, having

e L e i e

JAMES BUCHANAN

Tha seventh president to ba sn- l

1 R ; st Hermitage wat " 4
! The dramatle walk of the frsl President Roosevelt down the avenus anroeksilsn suy thal Presldent Plarss ¢ Great plans wers mads Mash- . Prosldent Buchanss ‘whom Jickion ¢ oy
{ M ths cedury with head bared In 1807 is distinztly remambered by o Hleawioe wes dissd o alesls  ville's Jeading - eltlzeny For vilt  named minliter to Rusils iz his - K/

: ' . FRANKLIN PIERCE AT
THEODORE ROOSEVELT ‘ : Records of the Ladise? Horms Jﬂum FILLMORE

who, Bembee of the board.members of the Ladiss Hor' %oy asunchation) - snirhemey | et o Presldest Fiflmore s 1884, ... first sdmislatrs

- .

-‘
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tha apirit of the immortal Tenoessesn will walk as host again oext mant
through the halls of his home ss President Roosevelt comes for u visit

- iry, who relleved two or threa
perwons of thelr pocketbooks”

Ducing thin wialt of the protege
whom he choss [0 auccesd hilom.
Genetnd Jackson suffered n se-
fore hemorrhage, such && ho. wan
o endura o Incvenalng soverity
In tha yearn Lelween then and his
denth. Howaver, hia jndiapesition
il pot provent him from making
ene of the colorful cavalendoa which
grecled Presldent  Von  Buren
when he arrived, according to tha
Whig Isaue of April 30:

"On Thursdny Inst, nbout 3
o'clock p. m., Mr, Van Buren, ex-
Prexident of the Uniled Siatcs,
and we were pleased to remark
that! & large number of his polltls
cdl apponenis walted upon him
ond were reoclved with egqual pa-
liteneas, In tho evening Mr "'m

MARTIN VAN BUREN

Ax “Matty," President Van Bua-
closs to Genersl

rew wial  weETy
Juekeen, He vhiled the Hermitage
in 1842,

il

]
-« +w= PRESIDENT ANDREW JACKSON
Heost of many distinguished men In .Idl. lifstime st the Hermitagé, -

Buren and Mr, Paulding, at the
Iavitatlon “of the mAnogers, V]l“.b_ﬂ
the ihenier o witnens tho repre-
sentation of ‘Landon - Assurnncs,’,
The housa was full to overflowlng
and ihat fine comedy win bl!l‘-
formed with greal apicit. J
M, Van Bured, wo undepatnnd,
wlll leave taday hr tho ‘.Hnrnﬂtngg
and after remalning w ehort tirma
with Gonern] Jocknon wiil' wvialt
Hontucky and pras & fow days
&l Amhlnnd on tho oxpress jnviin-
tlon of Mr. C:Il.:'.:

HE editor of the Tnlon wan

much more wordy¥.ln hisn ro-

miarks on, the arcival and
alny af Mr, Van Duren; so wobdy
Indoed that Lhe editor of the Whig "

JAMES K. POLK

Thas last of Juckson's presidential
selections, Presldent Polk of Tén-
nesise spant the night of Jemuary .
28, 1845, st the Hermitage mi ha ™~
lilg.-r-q'od to “rlll!jltﬂl for lala

L 110 rlrl

gy 0 Iy JO, L in

H ?cn:ml:lmled to J1ba him on h|l ".I!'u.n-

nkelch” for wooka to come., The

nlpn reported thot-Mr., Von Bu-:
Tom  was  mat “hy ntategous '
damonstration  of coms - by”
thousands nt ; tho !nndlnr, and
thal “brond -ngres of people mads
tha welkin ring an ho passpd from.
..Ahe boat to the shore and pronsed .
“through the erowd, to-the corriage
! of General Jackaon.”
. The Whig, . oppoallion paper I'D--
the Jockssn  democracy of the
time. spent Iin edltoriz] columns
af May B, 1842, whila Van BEuren -
wos silll in this sectlon, to mhow, . |
that the pollshed  little bachelor
wan In thin section for polltical
reanon,

During his wisit  former Preal-
dent Van Buren deglined a puoblle
dinner, whith n group of leadlng
Tmeraty  would  hovae  tendored
him and |ssued o stntement to the
Democrntic  commlitted of David-
gen county In which ha euloglzed
General Jockson] pointed out that
he had followed as closely ns he
eould In hia footsteps while he
hnd been Presldent nnd sald that
whila ho was [a  Mashvwiile hae
“deemed & wilse Lo abstals from

ufl disctizsfon of poiltlcal sub-
Jects®
On May 7, the ax-Prealdent lsft

for L‘u]umb!& for a short vialt with
ex-Governor James K. Polk, "avl=

JAMES MONROE

First of the presidential vhitors
to the Hermitage was Monros who

A

.

. ﬂl.-r'll]_'f for

Tthat

"fwhen the, master

d hia homs In Calumbla,

' FRANKLIN D, ROOSEVELT

i S “"ﬁun Prosident Roosavelt {.,nlnu ta Nuhtm- naxt menth he will be -nltru[n-ﬂ_ at the leruntlg'u b.lu,'
o the nisth president te '-‘s-n served la the, slate dinlng rosm thars.'

polltlcal effect,”
Whig ' editer sarcostleally ex-
plalned. The paper furlher atated
ita readers would be Kept
Informed of Van Buren's where=

abouls alnce they wera evidently .
ot opolltical Importance. "
(Y

'.JA.I'[EB K. POLE, another pro-

ews and polltleal  follower,

~whom - Jack=on, lr.| hin fow
monthe of 11fa wan 1o hes muccesd
I1I111. fn the Whita Mouse, undoubl-
edlr was Lha uwrnl,gm. giest at,
‘the Mermilogs many, many tlmes
"during his life, for thern were al-
Wways many liouseguenils thers
and
wiore ot home.

However, . nawnapaper  editors  of
that day 410 not record mony of
itha mest intecesting detalla of the
polngs a&nd cbmings' which would
?1“.:& rendern todny and there. are
neking detalls of most of thesa
visltn, . Parton In hle history teils
af the renewed poiltlcal flra which
the nging Qenern]l Jockaon stirred
up Aurieg tho summer befors Tolk
wan olecied Preaident and of how,
on many of hig visite to MNashvllle,
ha would stop to see Mes. Polk,
!l:tt her hand aed assure her that

o would bend every effort to put
hor husband (n the White House

Polk did win and when he left
Jnnuory 2E,
1848, on hla journey to Wanhing-
oo to be {nnugurated, he sftopped
In MNushville, apending the night of
Januacy -0 seith - General Jackson

. ot the Hermltage and the nleht af

January 11 at the old MNashville
Tnn. ©On Febroary 1, he laft Nash-
ville on ‘the Bleambont Chifn, ae-
'eomipanled by many friends, Youwnd
far Washington,

The raater ~and hoat "at  the

. Hormiinge, one of his atounchos)

friends and his politlcal mentar,
wan left behbind o entertaln hia
lant gucat, Doath, In"early June of
that yedar, . I

Allhough thea records of tho La-

dles' Iermliage Ansocinlion salnle
that four other Prealdenis have
dined fa  the ' Hermitage dining-

room sines Polk's Elme, L ja JI0C1=
cult . Lo, subatahtinta thin by 1ihe
newapiper records Avnllable, The
enlalogues of the asscelntlon abtata
that thess others are Millard 1711-
FAGEE, IFrankila Pleree, James
Huchanan and Theodors NMoose-
volt. Tha story of Theodore Foox-
evolt's wislt to the Hernlloge In &
fumillar eng from fieat-hand ac-

tha + - counts  today,

mistrens

but thoss of the
olher three namod are not so saay,

Dur!nF tha years after Deneral
Jnckson's denth, the household of
the Harmllaﬂ was more with=
drawn from the world than {f had. .

cver Baen and lts privaey was not™

citon disturbed by pullle persons
eges.  However, [t |s eany fo une
dorstand that Filmore, Pleree and’
Buchanan would have “Journeyed
o the flomb of Presldent Jacksonm,
Far Im thelr younger Jdays |n D=
tipnal - affaire they hod been uns= -
dar tha Influence of O Hickory.
In foct, thelr namess are 11
amang hin supportess |n Congress
durlng his second sdeninisration.
e

UCHAMAN wan not m

personnlly o hin liking, =a

he wrote - during the
months  of hisn [lfe to President
Polk who was aboul I name him
o his secretary of state. Parton,
in his blegeaphy of Jackson, writes
that Genoernl . Jackeon  deasccibed
Purhonan as o man “nol  overbuors
dened with scruples of hohor” fa
which President Folk replied with
the nuostlon ae to why then had
Jackron sent him ns minister to
Husmn during his prealdency. An
to thin General Jockzon's adrod
Aanawer hod beon thont he wahied
fo somidl ‘him out of my alght ne
for ns uwemalble” However, BHuch«=
nnan wan prabably hospitably re=
eelved at 1.Et Hermllngn whaneves
fio vame, clesplie such personal
Feeling. for nospitallly wos o broad,
all-ewlbracing  matter «in thosé
diys and Eo one swas lurned awhy,

Ag onf - ex-Tresldent. Fllimors
fame Lo Maskville day 3. 1854, and
e arrangements for lls  enters
talumient, aa published in the Une
Inm anil Amorlean of the tme, are
a0 imponing ns to be Intrresting for
the=y Informnl tmes when
dant Frankiln Regsevelt and Alrm
Roosgvelt dash about thy country
In guick trips that will ellow ﬂ
litle pompous preonsriion.
On Mny B, 1884 Alr, Llllmnﬂ

voncluded his wvialt with a trlp W
the Hermliage, where doubtless ks

wus cnfertalned at luncheon by the=——

then aging Andrew Jackson, Jeg
wrd Nils wife, Snrah Yorks Jecks
san. Thae next dany he left for hﬂ'
home wia Charleaton.

'e program for Mr, H“I‘IID!‘“
erlertninment, whila net expilcl -

wil what ulcr_l.lrr!d. at ths Hermis
o iContinued on . Poge Lé)
—
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ZBE T.V.As INVESTICATION

The T. V. A. Act requires that "all sembers of the Board shall
ba parsona who profess a balief In the foasl!dlity and wisdom of the
Act,® I beve mn right to asmize therefors that every szemberof the HBoard
balievens in the feasibllity and wisdoa of that Aet, 1 hu;u a right to
assmuae that every acaber of the Board ie prepared to do his part to
cooperate with his fellow memberas to make the Aot werk, ; have a rlght
to mssuse thet every member of the Board is nraptr;d to recognise that
& cortaln azount of teasmvork ls neceazary to meake the Aot succeed.

But there arc sersons and powerful ictereste thet do not
profeas a belief in the feamildlity sand wlsdos of Lhe Act. There ere
persons and powerful interests that are nuick to selze upon the si plest
acts or slightest word of members of the Board to discredit the adainistros
tlon of the Act, The open dissersion snd sersonel reerl ination aseng
s.mbers of the T.V.A. hes recched a point whore the successful ndiinis=
traticn of £tha Act ls laperilled. MNo one who profusses a belief in the
feansl 1lity and wisdon of the Let can vlew sueh situstion without the
gravest concern,

Effgctive adninistration requires action. The mction of a
board must be detercined by s aajorlty of its mesmbers, A alnority has
the right to record its dissent, publiely Af it Jesires, safter sctlon

is teken; it has s right by folr persuasion to aeek to ottaln the




adoption of & different course of notlon, But, nelther a =hjorit; now
s ainority has a right to cak~ putlic display o personal internal
differences to the point where effective adolnistration of ths Aot is
Jeopardi sed,

I have reluctantly lecoze convineced that the sork of Lhe
TeVahs Board im now belng lapedod, and that the real issuss of public

.

policy which zay exlst asong its sesbers mre n;# bolng ovmcurad by
personal recrizinations, It 1s intolerable that lssuor of fundessntal
public solley should be confused with issues of sersonsl integrity or
sisconduet. It Li# Intolerable thet elther majority or ainority sembers
of an adainistrative bon d should ecast doubt upon the honeaty, pood
falth or pergonal integrity of their collisgues or should char ¢ uny of
thelr colleajues with i properly obatructinp the earrying out of the
Board's decipions unless they are preparsd Lo mupport much charges by
pood and sulfieient evidence. If there be no suct evidence then thare
should be a surcesse of personsl attecks and aspersions.

I have u;llnd this hearing to investirete charges of ‘ishonesty,
bad falth and sleconduet, I m= not concernsd at this hesring =ith the

vros and cons of any partlculsr policy thet the T.V.A, Board hes or has

not adopted., Thim 18 not an Injuiry to deterrinm a nationsl rower polley,




it is an inculry into charges of personal and official alsconduct,

I feel that I as President have especial comce'n 1n the charges
that have been made which reflect not sl oly upon the Judgment bat upon
the personal integrity and official conduct of meabers of the Board in
the mmnagesent of govemment property. Under seectlon 17 of the ToVela
het the President is expressly suthorized to solect attorneys and assist-
anta for the .rpose of making eny investigation he asy deen sroper to
escerteln whether, in the managesent of any proparty owned by the Govern-—
zent In the Tennessee Valley Basin, there has been any undue or unfair
advantage glven to private persons or corporations b any officials of
the GCovemuent or whether in such matters the Covernuent has been in jured
or unjustly deprived of any of iis rights.

1 had hoped that the bitter nersonal feeling soong the smeubars
of the T.V.h. would prove to be only the temporsry result of honsat -
differences of opinion or golicy and that =ith the paggage of ti.e the
aembers of the Hoard, aven when they could not agree, would come to
respact esch other's opinlons and cooperata, as is thelr duty, in the
adzinlstration of the Act. I did mot nct when cosplaints were made to
me =8 sarly es January, 1937, one of the: by & rsponsiile governsent

official not comnnected with T.V.A., that the Chairmssn of the Board had




aade a spesch at Chicapo and had putlished an artlcle in the New York
Times which could be taken as personal attack upan his fellow board
aembera. I repeated my counsel to all the sembers of the Board individe
ually to make every effort to coapose their differences and not to permlt
the eneales of T.V.A. to make cupital of thew, !ut I censured no one,

In Septesber of lust year cogplalat me sade to me by Harcourt
A, Morgan snd David £, Lilienthal that an srticle by Dr, Arthur E, Worgan
published in the Septesber issue of tha Atluntlec donthly direotly and
ty lmplication was am atteck upon the honeaty an integrity of the Soard
of the Teunessee Valley Authorlty, 1 at once srote to Dr. lorgun inform-
ing hi. of the complaint and sugpssted to him "that thers ia a vory
definite obligation on you either to withdraw what your collsapues bee
lieve t5 e an impupgning of thelr integrity or that ¥you present thatever
specific faets you hove, ir any, to Justify your statecents.® [Ir. Morgan
advised me, if I correctly understood him, that it had not heen his
intention to lmpugn the motives or gooi! Taith of his fellow diroctora,

Although 1 thougbt that the Atlantic donthly artlele =ight
fairly be taken as an attack upon the personal integrity of Dr. Morgan's

fellow board members,* I sccepted his stutesent that no such attack was

“ The following etatements, azong others frox the article, yo fer to
suggeat to the ordinery reader that Dr, Morgan suspocts the motives of

(Footnota continucd on fellosing page)




intended.

But recemtly Dr. Morgnn hae ispued stetesents which in une

amistakable terze assail the honor, Integrity ond aotives of hi= followe

his colleagues:

BThe writer is s mlvority weaber of the Eoerd of Directors of
the Tennessee Valley Authority, of whic he is the Chalrmsn, Im
important respocts ha differs froa shat he fudges to he the mctual
pomer policy of hils mssoclaiws. lhis stetesont therefore refleacts
his personal vlews, and not the workingy policy of the power issue.
Nelther does 1t undertake to criticize in detall what the =riter
believes to be the improprietiee of that policy.

[Beptonter Atlantic Honthly, p. 746,/

#+ & o N & B

"Third, having invited the lnvestsent of private capital to
pupply the public with eloctric power, the putllec is under obtli-
gation to respect actuel honcst and useful investmsnt, mnd not
to jeopardisze or deastroy 1t by capricious and arbitrary coercion.
The abusea of the private power industry have bred in some wen on
attitude of bitier hatred, and o conwviction that the omly course
to tzke 18 a war =ithout cuerter sgninst the private companies.
This attitude may be exploited by other men +ho have moe such con=
victiong, but who wlll endeavor to rlde to polltical poser on the
lzmue, & falr sbttlement of the question smiyht leave such wan ~Llthout
a place in the limelight. In ay opinlon, for putlic sep to retalicte
with arbltrary coercion, to use felse or sislsasding oropa;snda, and
to use other amethods than open and l.pertial processzes of government,
not only &m unfalr to lepltlaste private Investors, but tends to mub=
stitute private dietation for decoeratic process af governs=ent, I have
no conlidence in the supposed liberalisa of rcople who use such wthods,
"heever will use unfelr aethods for the ;ublie srobably #1111 yse unfair
mothods mgainst the sullie for hils owmm advuntae, The public can have
ne prestar mecurlty than the hatit in ite jubidic officlels of fulr und
open trealoent of every issui, no aatter who L2 alffected _a_"Ib.-rp. E-:-;--E-':_Q_".

¥ « W oW W

"inder any method there are certuin sroprietles and decencles af
govermment shlch should be obasrved. There the mubliec hus invited
orivate eapitel to supoly an esszentlial public service, there should
be no caoricloos arbtrariness 4y destraction or duplication of
feellltlies to the loss of honest, necessary, w=nd useful investasnt
« =« « « In case piblle nomer ir used as o "yardstick,' or us & zoasure
of =hat the private gower in‘uetry shoul. charpe for it: services,
then it 1o 1 perative thut recorde and sccounte bte honest and fair
and open, and that there be no hidden elewent of submsldy. The wery
fundncental elewent of h coaparigon is honesty, falrnoss, snd
opeaness in messurement fibh, p. T42/."

Sea, also, more detalled enalysis of the Atlentie Honthly article
by Barecourt Horgan and Lillemthal, which la attachel to Harcourt
Morgan's letler of September 17, 1027,
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directors. MNow, Dr. Morgan, I do not wamt you to misunderstand ma,
You arc s man of deep conviction snd intense feeling. I mow how hard
it 1s to work with men whose minds somshow do not wor: in harness with
one's om, I imow how llﬂ.;ﬂﬂ'ﬂ.lt it is under pressures and strains not
to suspect the motives of those who resolve upon & coursc of sotlon with
which one profoundly dissgrees. Even insofar as you heve made charges
of dilhnnntr end "I;nﬂ faith aguinet your fellow-directors, 1 do not want
to silence youj on the contrary I want now to investigate those eharges.
Differences of ozinion may be composed, but charges reflecting upon the
perscnal integrity of your fellow-directors canaot be coapounded. Such
gharges cannot be allowed to rest upon innuendo, but sust be made
specific. 1 now want to esk you to produce what we lawyers call a
bill of particulars.

In the stetement, you issued last Rednesday, Mareh &, you statel
*I have felt compalled to fight for certain decencles end proprieties in
public life wanich are more important to good government than any peftlcu-
ler government program. The Berry marble chse pressnte an instance of
this difficulty.” The muggestion is that you hsd to fight sgainet
your collsagues for puch decencles and proprietiss. The suggestion is

that your colleegnes werc preparsd to recognise a oclaim without fully
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investigeting its merits. You cherge that they "entered a friemdly
kgreenent with Major Berry to determine the vslus of the msrble which
by that time wes mostly under water end inaccespible, without any in-
quiry es to whether there was evidence of bad faith.® The suggestion
is that this "friendly sgreement®™ wes an improper sgressent snd that
there was resson st the time of the agreesment not simply of cuestioning
the validity but the good faith of Uajor Berry's claim. These sre very
serlous charges, charges of malfessance in office. Your statesent
suggeste that calling upon Dr. Jobhn Finch, Chlef of the Bureeu of lines,
to ect s conclliator weas celoulated to put in jeopardy the governmsnt'a
interests. You do not question merely the wipdom or expediency of the
steps taken by your collesgues, you question their integrity. You
state that "the real diffioculty has been in efforte to securs honesty,
opannass, decency, end fairness in government," vnd you repeat that
®"the Berry marble case is an Instance of this difficulty.”

ks & responsible offiecisl you eould not have mede these smerious
charges agoinst your colleagues publicly without being prepared to prove
them. I now ssk you, nol for a specification of the amcts of your
colleagues with which you disagree, tmt for a specification of their acts

which prove their want of honesty, openness, decency snd felrness. is

you refer to the Barry case ag an instence of this diffieulty, I desire
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you to specify such other !nstances &3 in your opinion have ocourred.
The brosd charges made Jy you certainly suggest that there are other
instances. In your letter to Congresssan Maverick, released to the
press on March €, you state that “the public and the Congress do not
yet know the extent to which that /the Berry clals/ was improperly
hondled,™ und you charge your colleagues with fallure to protect the
pubiic interest in the AMuminum Compsny contract and with permitting®™s
Jjoker® to be inserted in the Arksnses Power and Light Company contract
which would have enabled the compeny 4o buy prime power &t secondary
power rates, Aes I have previously pointed out, it is =y duty under sec-
tion 17 of the ket to meke mn investigation if there bas boen any undue
or unfeir adventage given to any privete corporstlon or if in the amnage-
ment of government property in the Tennessee River Besin the government
has been injured or unjustly dnpri‘nf! of any of 1ts rights.

In your letter to Congresssan Maverick, released Uarch 6,
Dr. Morgsn, you also state that some of the reasons for your concernm
"sre the explicitly misleading and evassive reports” and "explieitly
false reports which have been aade to the Presidemt, to Congress, and
to the publie eoncerning conditions in the T.V.A. by a T.V.4. director
or by the two directors acting in unisonm.® This is en sccusation

sgsinet your colleagues of making to me and to the Congress deliberately
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false and mislesding reports, and I esk you to cite to me specifically
the reports end the statements therein to which you refer.

Finally you charge in your letter to Congressmanm Maverick
that "there ig & practice of evasion, intrigue &and sharp strategy, with
resarkable siclll in alibd and awoiding direet responsibility, which
mekes Machiavelll peem open snd candid,” end thet you have discoversd
"hard-boiled, selfish intrigue® masking under "the attitude of boyish-
open candor and man-to-man directness.” Such charges can only be
sade by one who hss despaired of the possibility of cooperstive teas-
work with his eolleagues in s great publiec emdeavor. I must aak you
for proof thet your collesgues have not simply differed with you on
fsmes of polloy end orgenisstion, but have Intrigued and conspired
sgainst you,

It ie not my deslire that this incuiry should hu 2 uniluteral
sffeir, Harcourt Yorgen end Devid Lilisnthsl, you eleo have mcde
charges against Dr, Arthur Morgan of obstructing the cerrying out of the
decislons of the Board, You mede your charges not publicly, tut to me
in my official capacity. It is true that I, not you, chose to make
tliose cherges public after Dr. Morgen hed mede repested public charges
against you. Your ehargea do not necesserily refleet upoa the perponal

integrity of Ir. Morganm but upon his willingness to cooparsts in the
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degisions reached by the Board in the msnmer preseribed by law., Your
charges are squally serious, partiocularly ss they suggest that Dr. Morgsa
in obstrusting the work of the Board has cooperated with interests
whioch may be adverse to those of the T.¥.A. Your charges necessarily
impute misgonduct in office to your collsegue. You go so far esr to
assert that his opposition and obstruetion have occupied virtually his
entire time, to the exoluslon of his attendance upon Board meetings."
I am obliged thersfore to take note of your charges alao by virtue of
the investigatory powers conferred upon me by section 17 of the Act.

I would remind you &lso that I am not oconcerned at this inquiry
with metters of policy or of organisation but with your charges that DIr,
Morgsn has improperly obstructed the work of the Boerd, Ap your charges
sre couched in general terms, I must now ssk you also to glve me specific
evidence to mupport essh of the soveral charges enumerated in Pert III
of your amemorandum to me, which reads as followai

*The presont situation in the board of directors of the
Termessee Valley Authority presents & clear—cut lseue respecting
this demooratic principle. That Lssuc msy be stated in thias
way: ¥hen a board of public trustees, after welghing differing
soints of view, and after the fullest board discussion, hes
refched & conclusion by & majority vote, how far may the dis-
senting publie trustes, while still continuing to hold office,
properly ecarry his opposition to thess boerd declsions.

*ie believe the following methods of opposition, which ere
azong thoss employed by our &ssociste since the Spring of 1938,
fall outside permiseible limits.




"It 10 not persiselble, as Arthur E, Yorgan hus done re-
peatedly in publlished statesents, Lo atiack the porsonal sotivea
and good falth wnd impugn the intigrity of his mswoclates on the
board, not upon the besis of direct charges but by innuende, lo=-
direction and asperaion,

"It 1s not permi=oible For Arthur &, dorgen, as an oxpresaion
of disagreenent, Lo sngage in unsupported attacks upon the intep=
rity, professionsl ethics and coupetence of key wembers of the
staff, and to harass and interfere with thon while they are cnrry-
ing out duties resulting froc decisione duly arrived at by a
oajority of the btoard of directors,

"It iz not permlesible for the chairsan of the Board, after
toard action has been duly teken, to fail ond r«fuse to earry
out expllicit mction takem by Lhe bLoard.

"It dms not permleelble for Arthor E. Horgen to cooperate
with a utility executive in the preparation of & zescrandum,
the sxpresa purposs of which =9 to szhor that e pearticular decisiom
of tha board was wrong and activated b ic-proper sotives,

"It wae not permissible for Arthur -, Horgan to eallaborate
with tha former chlef englneer of the Insull utility systea in
the preparation of a detailed recoacendation on powor pooling
policy, which report proposed svaglons and wiclationa of the
TVA Act; nor mar it permisalble, durlng nejotdetions, for him
to pormit such report to be msde avellabls to the utilities,.

®#3ich zethode of exprussing disagreczont with the auct and
with sajorit; dedislone of the bhoard, =a lave bomn axzloyed by
Arthur ¥, Morgan, arc not persisslble. Suck methods are wrony
bacause they vidlate the desccratle principle of asjority ruls,
They violate a =p.rit of good sportesszanship in wuilic afrsire:
fne should be a gosa loser ln actiers of opinion as well as In
sporta,

PTe bellove these selthods o .8 wron, becanse they are not
sosimmed Lo persuede tut to obatrmict and discredlt the carrjing
¢t of the law and of declelons duly resched after falr conslde-
aration,

Bind, Mnolly, =» believe i-, Horgan's methods ars 'wong

becnuse the doctrine of "rule or ruln' c¢annot exlast nlong=lde
the doctring of majority rule snd minority responsloility.®

I have nov heard the cherzes and counter-charpes of tha nem-

bers of the T.V.A, ‘oard, 1 have endesvored to plve each slde the
opportunity of snswering the other's complainte, I shall allew ten
doys for the sasbera to submit to ae szuch other or Mirther evidence as

they dees perti ent to the inquiry. I shall then deteiuine what further
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nction 1s necessary in the publle interest. HNor I can only relterats
that I conalder it the duty of every mosber s the boani, bellieving as
all of you do in the fessibility and slasdos of the Act, to put aalde

all personal feelings, to conalde- at your bowrd aeetings, lapersonally
and objectively, the i portant proilems of T.V.he and not to obatruct

the carrying out of the decision: of the Board, It ia not fair to T.V.d.,
that any of you who oannot do that, ehoul reczaln on Lhe Board, The
Board 1z abtout to resume 1:portant ncgotiations with srivate utility
interests. Those negotiations wlll be diflcult end dolicate, The
public interest shoul! not Le nopardlszed by unpecessary internal dis-

sension,
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During a long period I haw repeatedly tut unsuccessfully sndeavorsd

to securs the President's adequate consideration of grave conditions within

the T, V. 4, e Wi Yis byt P.,-;,br..h,,-_tmam\n_-ﬂ—‘q

The most recent ccomsion was last l'lJ.J.A mien I perscnally presented to /

the Presldent a draft of a letter whioh I asked him to send to the T. V. 4,
Ecard. This letter requested the Hoard to make available to me the dni:;a -
and assistance necessary for me to make a report to the President consern-
ing the conditions I had eriticized. The President did not grant that re-
quest, and made no alternative suggestions.

I am of the opinion that this meeting is not, and in the nature of the
case cannot be, an effeotive or weful fact finding ococasion. To properly
mbetantiate the charges is not the work of a moming.

Since the Gong-an has now taken up the matter, I believe that any re-
port by me should, in the terms of the T. V. 4, act, be filed "with the
President amd with the Congresa”,

It ie my studied judgment that the President, the Congress, and the
people of this country, are entitled to accurate information and ey
appraisal of the program, policies, administration, and activities of the
Authority. Such infomation and appraisal can best be chtained and made
ayailable to the psople and to Congress and to the President by a Congres-

sional committee which will make an impartial, camprehensive, and camplete

investigation of the Authority's affairs.

-
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The Chief Executive is cemsdddutlesally responsible for the

administrative efficiency of the executive agencies of the Government.
That responsibility is inescapable. It cannot be flinched no matter
what the responsibilities of Gdnxrusu and no matter how peinful the per-
sonal relatione inveolved.

That responsibility hes required ection by me in comnnection with
the internal management of the Tennessee Velley nuthorit;. I take such
action with regret while the Authority ie engaged with private power
companies both in importent constituticnmal litigation and in important
netotiations, and while there is sentiment in Congress for investigation
by Congress., Immediate mction seems necessery, however, to protect the
best interests of the Authority in such litigation and in such negotiations
and to clarify the issues fnr any investigation such ss Congress may wish
to meke pursusnt to its own p;nara and responsibilities.

Prior to the summer of 1936, the individusl members of the Board
of MMrectors found it possible to compose differences and to function to-

gether as an operating Board. Since that time there has been incressing

inability to work together between Chairman Arthur E. Morgan, on the cne

hand, and the majority of the Board on the other.

In the spring of 1927 an attempt was made to settle difficulties

between the majority and minority over administrative effairs by the
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eppolntment of e General Manager, and the adoption of an understanding

that the Board of Directors as such should confine themselves to guestions
of polley in which the decislon of & majority should bind all. This solution
was attempted after rnpreaaetntinnu to me by the Chairman of the need for
administrative reorganization and upon the recommendations of & special
committee of experts on administrative organization (Assistant Secretary
of Commerce, Ernest G. Draper, Rear Admiral A. L. Parsons and Mr. Herbert
Emmerich) which I eppointed to investigate the matter. The solution was
only partially successful because the minority member of the Board did not
agree with the majority in the selection of the General Manager,
In Jenuary, 1857, in & public speech and articles in the publie
press, the minority member clearly intimeted—hut without gpecifications
or gupporting evidence—that he doubted the integrity of his fellow members.
In August, 1957, sgein in the public press——but again without
specifications or supporting evidence—-the minority member seemed to
imply lack of imegrity on the part of his fellow members. At this time
I wrote him as follows:

"That there is & very definite obligation on you either to
withdrew what your colleagues belleve to be an impuming of their
integrity or that you present whatever specific facts you mey have,
if eny, #o0 justify your statements."

In reply Dr. Morgen informed me that while he was highly eritical of
the work of his collesgues, he had no intention of impugning their good

faith or integrity. The Chairman complained about the intermal orgenization
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of T,V,A, and requested me to intervene on his behalf, I urged him to
return and to endeavor to complete the internal reorganization of the work
along the lines recommended in the report of the special committee,

In December, 1857, the constitutionality of the Act was at
stake in litigation in Chattanooga in suits brought by eighteen utility
companies. During such litdigation the minority member of the Board made
charges of dishonesty in the conduct of the litigation mgainst the General
Coungel of the Authority in charge of the litigstion—-again without speci-
fication or evidence. BSuch charges were widely disseminated within
the Authority's organizaticn.

On January 18, 1938, the majority members submitted to me
privately an officlsl memorandum compleining of certain specific lines
of unpermissible conduet on the part of the minerity member, ineluding
the making of reckless and unsupported charges and including an un-
willingness to cooperate with the deuiéiona of & majority of the Board.

On March 3rd and on March 5th, 1938, the minority member made
extenalve charges, again in the public press-——end again without speei-
fications or evidence--of dishonesty and lack of integrity in public
office on the pert of the majority of the directors. Immediately the

majority members required of me that the minority member be required
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to produce specifications and facts to support the charges, that
elther they be adjudged guilty in sccordance with the allegations or
exconerated and cleared of such charges. They required such action
both for the sake of the morale of the administrative organizmation of
the Authority and as amstter of personal honor,

Dapite my.lang personel friendship for Cheirmen Morgan and
oy epprecietion of his meny public services of the past, his acticn
forced my hand. I summoned the three members of the Board of the
T.V.A. to appear before me on March 11 to present such facts as they

might have to support the grave charges which they had made against

each other. I informed them thet I wae not concerned at this particular

Inquiry with the pros and cons of T.V.A. policies, but with their
3
chargeg of personal end official misconduct. I stated that it was

intolerable that issues of fundamental publie policy should continue

to be confused with lssues of personel integrity or misconduct.




I first called upon “hairman Morgan to substantiate with facts the
several charges of dishonesty and want of integrity which he had made against
his fellow directors. I called his attention to the fact that the glst of
his complaint in regard to the handling of the Berry marble claims appearsd
in his own words to be that "the real difficulty has been in the effort to

secure honesty, openness, decency, and fairness in Government."®

Chairman Morgan flatly refused to submit to me any evidence in
support of his charges, He read a prepared statement to the effect that the
"meeting ia not and in the nature of the case cannot be, an effective or
nseful fact finding occcaslon. To properly substantiate the charges is mot
the work of a morning.” When msked whether he had any reason to believe that
the hearing would be confined to a morning and whether he would be prepared to
submit facts if glven one week or two weeks to do so, he failed to reply.

The majority members explained the action which they had taken in
the Berry marble claims case, as well as tha;.r action on the Arkansas Powsr
& Light Company contract, and the Aluminum Company contract to which Doctor
Morgan had referred in his published statedents, In view of the feilure and
refusal of Doctor Morgan to submit the facts upon which he relied to support
his charges, I could not expect a more adequate explanation than that which

they mada.




After I had requested Chairman Morgan to present the facts to sub-
stantiate his charges, which he falled to do, and after I had given the
majority members the opportunity to amswer the Chairman's charges, which they
did, I asked the majority members to present the facts in support of their
charges against the Chairman,

The majority members took up thedir several charges againat the
Chairman and presented spac?rin facts tending to support them. The majority
members referred to a number of specisl articles and speeches of the Chalrman
during 1987 which they eontended contaln unsupported and unsupportatle state-
ments impugning their honesty and inteprity.

Whather these articles or speeches were intended or could fairly be
censtrued to impugn the motives of the majority of the directors, iF is clear
that the more recent public statements of the Chairman to which the majority
me;bers glso referred, do assall the personal honesty and integrity of the
majorlty members in unmistekable terms. #nd Yhairman Morgan refused, although
glven repeated opportunity, to present sny facts in Juatifiaatin; of his
attacks upon the integrity of the majority of the Board.

The majority members further adduced facts tending to show that in
the course of dalicate and important conversations with private utilities

mi. o8/
the Chairman had conferences and commmications 1diiHFnra private utility

executives, with a large prospective power purchaser, with an selectrical
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squipment manufacturer which might have embarrassed the Board in carrying out
the decisions of its mejority.

When there is dissension within a multiple-headed executive, it is
difficult to draw the line where dissent becomes obstruection. I have seriocus
doubt as to the propriety of a number of the things which Chairman Morgan did
in an effort to create a sltuation in which his om ideas should win accept—
ance, So long as we have udninf:strativo boarda, humér, we shm:ll;i allow con-
giderable latitude for humsn discretion and not frighten a minority into
scquiescence. Jherefore, in such matters . think every doubt should be re-
solved in favor of the Chailrmen. Nevertheless aignificance does attach to the
number of these instances in which the Chairman trespassed into doubtful territory.

The majority meabers also adduced Ifau:t.s tending to show that the
Chairman did not send a telegram to me requesting a conference, as directed
by the Board. Hare again the Chairman may have committed a technical wrong.

His explanatlon that he had changed his mind might not be technically sufficlent.
k-kff'-_r;w_t_\:._;
L — - atauding in isolation, ew insgtances of this sort would not sppear
to be zignificant.—t:kan in the Mght of his other acts, shcwesses they are
not wholly lacking in significance,
The majority members also adduced facts tending to show — I think

I should say fairly showing — that the Chairman interferred with and obstructed

the conduct of vitally important constitutional litigation affecting the very
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life of the duthority. I have earlier referred to his difficulties with
the General Counsel during the recemt trial in Chattancoga. The interference
reached the peint that speclal counsel for the T.V.A., the Honorable John
Lord 0'Brian, foruerly Assistant to the Attorney Censral of the United States
under a Hepubtlicen Administration, an independent lawyer of great experience
and wlde reputation, felt impelled to write the Chairman as follows:

"Dear Dr. Morgan: -

I have your letter of December 30, 1957. /This is =
memorandum containing unsupported charges/

Prier to the triel and during the trial I have actively
participated in and have closely observed the preparation and
presentation of the testimony. ©Since receiving your recent
letter, I have again gone over the file of material concerning
the preparatlon and presentation of the engineer's testimony
in the case now on trial, and have talked with the attorneys
and also with & number of the witnesses. As a result, I am
more than ever confiramed in the opinion which I previcusly
expressed to you that the case has been handled with unusual
abllity and in sccordance with the highest standards of integ-
rityi

To this I desire to especially call your attention. .
Your charges, coming while the case was actively on triasl,
have had a disrupting and demoralizing effect upon all the
attormeys and upon the conduet of the Jduthority'as case.

After careful review of the matter { am convinced that
charges mist have origineted in some misunderstanding that
have no real founcation in faet. The matter ought to be
definitely cleared up in justice te the lawyers and also in
Justice to the Authority's case which needs the best efforts
of all of the attormeys. Aa all the attorneys are now under
great strain in the stages of this trial I am writing to ask
wmhether you will not clear the record and set the members of
the legal staff free from a very heavy and, I think, unwar-
ranted burden of anxiety at this critical time.

The T.V.A. had entrusted the conduct of this important litigation to
competent counsel. lte Cemeral Counsel had the assistance of an able, outside,
independent special counsel. Whatever differences there may have been within

the Board as to the conduct of this litigation, no minority member could be




Justified at a most critical stage of the proceeding in loosely charging
reputable counsael with tampering with witnessea and thersby, conscicualy or
unconselously, recklesaly diverting counsel's attentlon from tgm most urgent
and pressing preparation of the trial. Such charges widely disseminated through-
out the organization of the Authority were calenlated to embarrass counssl and
to intimidate the Authority's witnesses. The Chairman, when given the oppor-
tunity by me, offered no explanation for this astounding conduct.

This Téry hearing gives credence to the charge that the Chairman
has been unwilling to cooperate with his fellow directors in the sdministra-
tion of the Act. His fellow directors have come here and explained their
grievances and attempted to answer the Chairman's charges. The Chairman on

cooperate in this proceeding snd to
the other hand has stood aloof and refused to/supply facts as required of him
by his own administrative siperior, the Chief Executive,

Un the evidence before me, I therefore am obliged to make the
findings that Doctor Arthur Morgan——

(a) has failed to sustain the charges of dighonesty and want

of integrity which he has unjustifiably made against his
fellow directars;

(b) is guilty of obstrueting the work and demoralizing the

organization of T.V.A.;
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(e) 4is guilty of insubordination and contumacy in refusing to
submit to the Chief fxecutive any facts upon which he might
have relled in making charges of dishonesty and want of
integrity sgeinst his fellow directors.
Under these circumstances, I am under the painful duty to request
Chairman Morgan at once publicly to wlithdraw the charges which he has made
:meug:ni;ig ‘It.ha honesty, good faith, integrity and motives of his fellow-
directora and to give them and the country assurances thet he will in future
loyally cooperate with his fellow directors in carrying ocut the provisions of
the T.V.A. Act, If he cennot do this, it is his duty to resigmm. I venture

to express the hope that “hairman Morgan will not meske it necessary for me

to take further sction,
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Dr. Arthur Morgan's sttitude toward this very hearing gives
m.tnth-ﬂnnthlthhuh--ﬂnmhmhﬂthﬂl
fellow directors in the adwlnlstration of the Act and is temperamentally
unfitted to axereise divided authority. Dr. Artinr Morgan has stood
aloaf and refused to cooperate in this proceeding or to supply even
faots as required of him by his own administrative suparior, the Chisf
Executive. His fellow directors have come here amd explained their
grievances. He has not even attempted to specify the facte upon which
hhldh:ﬁhuplqumthnuuthtthqdzhtwlunpmmtr
to make angwer.

I cannot be unmindful of the positiom in which Dr, Harcourt
Morgan and David Lilienthal find themselves. Some decision on this
record is due to them. If there should be no decision after Dr. Arthur
Morgan has refused to substantiate his grave amd libelous charges
against them they would be definitely and seriocuely injured in their
rights and ptanding as citisens a.nd publiec officials.

Finally I must consider the continuing operations of a great
government agency. To leave under unsupported charges for an in-
definite period those two officials who have tried to cocperate in the
difficult tesk of divided authority and to sllow the other member to

block governmmental operations, would viclate my congtitutional duty

to keep care that the laws are falthfully executed.
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The present indication of what 1t will be neceapary for me to
find, whether I like it or not, is that,

(a) Dr. Arthur Morgan has failed to sustain the charges of
dishonesty and want of integrity which he has made against his fellow
directore and that his cm&lwh in this respect is legally and n:orlll;'
unjustified;

:{h] On the face of the record the charges of ths othar
directors that Dr. Artimr Morgen has obstructed the work and demoral-
ized the organiszation of T.V.A., must be accepted as truey Dr. Morgan
hap refused to offer testimony in denial of the charges;

(e) IDr. Arthur Morgan is guilty of insubordination and con-
tumacy in refusing to submit to the Chlief Executive any fects upon
which he might have relied at the time of making chargep of dlshonesty
and want of integrity ageinst his fellow directors.

As the case stande today,

(a) no further evidence can be hrought out becanse of the at-
titude of theChairman;

(b) on the evidence pranant.u;d and on the refusal to submit
evidence action must be taken,

I want to read the record again and conpgider the situation
overnight, I therefore request that ell thres members of the T.V.A.

appear in my office at 11:00 o'elock tomorrow morning.
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