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Dear Mr. Prea1dent: 

TVI-1 

Washi~ton, D. c., 
March lB , 1938 . 

At the conference held w1 th you last Friday I stated 

that I could not participate for the reason that such a procedure 

could not bring out the many p ertiren t facts which must ne cessar­

ily be consi dered in order to arrive at an informed and oorrect 

conclusion . I stated that the rnee t1ng was not and could not be 

a useful, fact-find1qs occasi on . You must know how much I dls-

11 ked to put myself in a poei ti o n of even seeming not to comply 

with your w!she s . 

I too k th i s course- mrd for me, I assure you- not in 

the least in any spirit of defianc e , l::ut w1 th a very deep sense of 

obl1g,'l. t1 on to you and respect for your high office, a rxl I feel, 

with a v~ry deep conviction, that the course I felt compelled to 

take was altogether in the beat i nterests of the T. V.A. 

Duri ne; the week I hAve reconsidered the questi :m of the 

rit41 t course for me to pur !:P-Ie; arxl I want you to know that I have 

had upper :nost in my mim· the welfare of the T. 'I . A. and my relations 

to y.:>u , thzvugh Yllose appointment I hRve md entrusted as one of 

three to organ ize and administer this great undertaking , in such 

r:ll\nner that it would cont r11::ute its part to the achievement of 

the higp social objectives of your Administrati on . 

The reconsiderati-:m which I hnve given to this whole 

rna tter in the 11gj:lt of the rerord which has been made thus far 

hAs confirmed my opinion that it really is not possible in sessi ons 

of this oort to gp deeply Md thorou011Y enough into the facta 



pertinent to the issues to get the truth with respect to these 

ma ttere. I do not believe that it i s either w1e e or poeei bl.e to 

attempt to arrive at a oonclusion by taki~ unsupported statements 

of Board members, includ1~ myself . 

May I point out by way of illustration one si ngle point 

ra1e ed in the d1 s cue si on of the Berry Marble case - one of the 

s implest pointe upon vbich statements were made at last Friday ' s 

meeti~ . It was stated that until just shortly before the hearing 
...M.-.0~) l'f37, 

of the case before t he CommieeionersA nobody had any ev1denc e of 

bad faith; that there were only rumors . The reoord shows that 

umer date of July 13, 100 6, a "Conciliation Agreement 11 was made 

with Major Berry . I had no noti ce of the meet1~ at which the 

agreement was oade anci. I was not present . I protested against 

thi a agreement on the ground, among others, that it recognized 

value in the Berry claims which on the facta then known showed all. 

the ear-~ Ike of ·oeing made in bad fa1 th. I conti nued to protest. 

Nevertheless on February 25, 1937, as shown by the reoord, the 

agreement was again approved. The reoord shows that I w ted 

against that ree:>lution . Now the question is , wha t were the facta 

known by all three directors a t that ti Dll which led me , and should 

have led the other tv.o , to the i nevitable conclusion that there was 

bed faith 1n the presentation of these claims . 

At this meeti ng on February 25, 1937, \'hen the Concilia­

tion Cont rae t WR.s again appro ved tu the Board , I and tl:).~ other mem­

bers of the Board had before us the following poei tive f~tcts, which 

to me showed clearly - and I assert they 'M:l uld show to any reason-

A' able Md prudent" man- that these cla1.m were made in bad faith : 
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1 . The T.V.A. geologists, independent geologists 

of hi@)l standi~, and a wholly independent oommittee of 

practical mrQJ.e experts, after thoro uf?Jl investigation 

had reported 1hat the mrQJ.e deposits were of abaolutely 

no value oo mme rcial.ly. Dr. Prouty, Professor of Geology 
• 

of the Univers1 ty of Nor1h Cam 11m, . had .reported, in re-

ferr.I.Jl1; to these marble deposits, that •none of them were 

worth quarryiJl1; "· Dr. Burdlard of the United States Geologie 

Survey 100. de a similar report. A 11 the othe 1'8 agreed w1 th 

th i a f1 nd1 ng of no val ue • 

2 . Reoord title a to the leases were not in .Major 

Berr.r . He was a stranger to the reoord. 

3 . Major Berry , in A~et 1S36, bad positively de­

cl ined 1l:> state to the Board at my reque at Yha t hie 1nt er­

eat was , how he had acquired it, am. the smrunt he had paid. 

4. There was ~n and had been continual improper al\d 

unseemly pressure exerted upon the Board on the part of 

MaJor Berr.r for payment by way of a private and non-publio 

settlement outside ent1 rely of' the regular procedure for 

the acquisition of lands and rights of lazne by the T.V.A. 

All the foregoi~ and other facta had been brought to 

the attent i on of the other members of the Board prior to this 

meeti~ of February 25, am on their faoe they were positive and 

direct proofs of bad fa1 th. 

I 1hus challenge the statement that there were only 

rumors of bad faith, but 'the only way poeei QJ.e to make adequate 

and regular proof of the facts would be by an orderly heari~, 
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the exam ina t1 on at w1 t ne sse a un1 er oath , a Dd after a tun oppor­

tuni ty for argu~~Bnt. 

I have thus eta ted th 1a single point in the Berey oase 

only b7 way ot exaq,le. Tbere are other very important points 

not yet presented tx> you or to the public oonc eming the handling 

of the Berry case which oan be shown only by witnesses who may 

have to be subpoenaed and llhere there must be faciliti es for exam­

ina t1 on, c:ro s s-ex1111ina t1o n ani argu~~Bnt, wh ich are not available 

here. 

May I add here that I think it cle ar that any pbl)l1c 

servant dea1ri~ to protect the public interest, and having before 

him the facts which I the.n had, would not possibly have bean Just­

ified in taki~ any other position than the one I then took, and 

constantly maintained thereafter . 

I had aalted Major Jerry, among other thi~s, to disclose 

his documents showing his interest in the claims. Ma Jor Berry re­

fUsed to produce them, and I was not supported by my fellow Board 

Qle•bers in mY. reque st '.!¥1d 1.ns1s tenc e that they be produced. After­

wards and Just before the bearirg oome of them were obtained by 
• 

othe r s and presented to the oondemnati on Commissioners as proof of 

bad fa1 th . 

With respect to most of tbe other is&es raised last 

Friday there is even more necess1 ty of hearing wi tnessea and of 

the pr odoo ti on of document s. It will also be necessary to call 

technical men and experts, to ascertain the facts and their sig­

nlfio ance in order t o arr1 ve at an into:rme d and co nsidered Judgment. 

• 
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I see only one way in which all t~ relevant !acts on 

these matters can be brought out : namely, by a tull and impartial 

inquiry tv the Congress (through a Commit tee), in wbioh the power 

of subpoena oan be made available, and before which all the wit­

ne sees and doou1111nt s can be proc!uo ed. 

• 

to the 

I hope~ bel.i~that on consideration you will oome 

oonal.usion that ,sU'cb an investigation is the appropriate 

and effective way of deali~ with this whole subject. 

Yay I assure you that I have only one wish, n amely, that 

in the best interest of the T.V.A., every relevant fact be brought 

out by the parties who know the facts at first hand, so that the 

President and the Co11?;ress and the public may be fully informed. 

It is for the reasons which I have stated that I . have 

felt impelled 1n maintain the position which I have taken. 

With great respect, I am as always, 

The Preeiden t , 
The White Houe e, 
Washington, D. C. 

Sincerely your,... 

~'1. , 
Arthur E. Morgan . 

---
- . 

-tr • 
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Bon . Jd, H, Mcintyre, 

~s J v. <. ~· 0 
Secretary to the President, ~ / 

Tbe White House. r y 
Deer Mr. Mcintyre: 

Just before Solicitor General 

Jackson was called out of the city yester-

day be re<tuested me to advise him on the 

subject of the enclosed memorandum. 

As be left immediately and as the 

inf ormation may be desired Without delay 

I am hand 1ng you my memorandum to him, 

not being able to reach you on the tale-

phone . 

• • q 

Assistant Solicitor General. 

• 
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19- 2-293 

!Jarch 16 , "1936. 

ME!IORANDUL! FOR THE ACTING ATTORNEY GENERAL 

Re power of the President to re~nve the chairman of the Tennessee 

Valley Authority from the office of chairman Without removi~ him from 

m~mbership on the board. 

The Tennessee VGlley Authority Act, 48 Stat . 56, 59, provides in 

section 2(a) as follows: 

"The board of directors of the Corporation (hereinafter 
referred to as the "board") shall be composed ot three members , 
to be appointed by the President, by anCJ ·wuh the advice and 
consent of the Senate . In apPointing the me~ers of the board , 
the President shall designate the chairi11all." 

Dr. Arthur E. Morgan was nominated by the President and confirmed 

by the Senate es a member , not as chairmen. Cong. Reo . vol. 77 , p. 4627 . 

The chief clerk of ~he State Department ~as informed us t hat Dr· 
Morgan was commissioned e~ o ~ember, not as ohai~n , end thnt apparently 

he was desic;nated by the President as chsiruiEIJl in s letter , independently 

of t he oomnission, in accordance with what the ohie:t' clerk stated t o be the 

usual practice . He did not have T copy of the let~er. 

The President ' s power to remove is founded upon the principle t hat 

the power to r emove is conoomit11J1t with the power to appoint , unless 

denied or restricted by constitutional or valid statutory provision. By 

analogy t he power to designate carries with 1 t the nower to revoke the 

designation. 

? 
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I The statute provides that "In appointing the members ot the hoard , 

the President shall designate the chairman. " It is apparent that 

the underscored words were used somewhat loosely, perhaps in particular . . 
contempl ation ot the fact that t he original designation ot a chairman 

would be in connection with t he appointments of the member s. As applied 

to event s transpiring after the initial appointments and designation of 

the first chairman , there i s no occasion for construing t he words as 

contemplating that a chairman may be designated only when a new appoint -

ment is made. 

If, tor example , the chairman 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 or a chairman in such a case independently 

of the new appointment , or else the functioning of the board might be 

seriously handicapped. SL~ilArly, it must be concluded that if the 

member des1gnated as chairman should decline after a period t o continue 

to serve as chairman, but without r esigning from the board , there must 

be power in the President to designate another chairman without the 

necessity of removing the affected individual who might be a very capable 

member although an unsatisfactory chairman. 

It i s my opinion the President has .t he power t o revoke the designation 

of Dr. Arthur E. Morgan as chairman and to designate anoth~ member as 

chairman in lieu of Dr. hlorgan. 
Rsspsct:rully, .. 

- _tiic e; ... ~-.1'·-.. ·--~~Q...._iC, 
GOLDEN W. BELL , ~ Assistant solicitor General. 

·s 

\ 



PS F · TVA 
TENNESSEE VALLEY AUTHORITY 

eoAftO Of' Dl • .&eTOIW 

AIII'THUN K. MOIItOAH. CH•NIJM'" 

HA_ItCOU'"' A. NOitGAN 

Washington, D. C. 

OAVID C. L.tUDITHAL. 

' 

. \ 
\ 
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The President 
The Wbi te House 
Washington, D. C. 

Dear Mr . President: 

March 21, 1938 

• 

Since Friday last I have given the deepest 
consider ation to the question you put to me at 
the end of t he sessi on . For reasons which I have 
given in the two conferences already held, I feel 
i mpelled to say that I cannot par tic i pate further 
in these pr oceedi ngs . 

Assuring you of my deep respect, I am 

Very truly yours, 

Arthur E. Morgan 
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.1' I .... ·.:• ~ VALLEY AUmOlU'l'Y 

Kr. W!l1He 1a preaa atat..-t propoe,ea that the hdenl. GoYem-

-
1D the TIII.Deaaee ValleT• 11 He aeeka to jUiti!;r nob a propoeal 

-
upon the groUDd. that onl7 1D tb.is ~ can iDYeeton 1D theae 

companiN be HTed fro& destruction. The public ia told that 

thia ia the "last reeort 1D a dNperate situation.• 

The taot.a show that there 1a no euch criais u he dlaoribea. 

Eve%7 ana ot his southern coapanj ea did substanti~ 110re buainess 

last 7ear thaD in 1955 when the TV.l -.. createdJ •YVT one ot 

bia companies had IIIOI'e net earninga laet year tban 1D 1981S. 'l'be 

Tennessee Uectric P01rer Canpan71 in the T11'7 heart. ot the 'lVA 

area, ioc:reaaed ite net earnings atter chargN tor the 11 110nths 

ended NOYember SO 1D l9S7 OYer the ;year 1956 bT liS%J thue net 

earnings were 54% greater than in l9SS. 

For yeara now, Mr. W!Jlkje hal predicted financial catastrophe 

tor these companies in the TVA area. Hie torebcxHnp have been 

conaiatentq wrong. 

Diauter 1a coming this t1.1111 1 he statea, beoauae oertai.D 

colllllWlitiee have -voted to build and operate their own electric 

di.etribution s,..tem.e, purchaaing the p01rer trom TV.l at 11hol8aale1 

ao• at thea aeouring their conetra.ot.ion 1\uxla t.hroqh loaa met-

grant contract• with I'll vMn1W"WW~ upheld b;r the aupr.. CCIV\ 

on Jmua17 IS 1 191S8e 

• 



On Fridq last the President suggested that in c,.,.,n1-

ties where the citisens bad voted to eet up their om elect ric 

plants, the utilities and the cities try to a gree on the sale 

of tbese dietributioD ll)'lltema at a fair price. Right on the heels 

of this reasonable suggestion of a means or avoidillg duplication, 

Mr. Willld.e makes the remarlc:able statement that nothi.Jl€ rema1 na 

except for the Federal Government to bu,y out his entire property 

in that area. 

No one wnta two electric systems in a single tow. 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 V~e;r if 

the problem is approached, not in the spl..rit o~ trying t o win 

a debate in the newspapers, but by a calm and rational analysis 

of the problem, and s incere negotiations. By this method the 

llhole problem can be worked out without any such radical scheme 

as he bas suggested. 

First, aa to electric distribution systems in c'ommmitiea 

'IIIlich have voted to own and operate their own electric system81 

and which lie w1. thin feasible distmoe of TVA sources of pCIIII'erJ 

virtual.ly every one of these commm1 ties haa persistently' sought 

to bu7 these properties f'rolll hie co.mpeniea rather than b11ld 



a dupli.cate and competing l;yBt&. I know that the people in 

the Tcu:aeaaee Valle:y do not want avoidable coapeti tion &Dd 

the:y do not want to deatro:y a dollar's 'IKirth of actual in­

vestment in useful property. Time and &&a1D1 with great 

patience, they have endeavored to buy, after the voters, 

uaual.ly b:y overwhel m1 ng vote 1 have made their decillion. 

There is every reason to believe that if Kr. 1t'1 ll k1e will 

confer with ollicia1a of these localities, he w.Ul fim a 

geadne desire to reach a fair price and in this way avoid 

duplication, compet.i tion, and destruction of usetul property • 

• 
In this effort: the good offices of tha Federal Goverlllll8nt 

will be available. 

In those CQI!D!Im1ties llhere Mr. 1t'111 k1 e ' a companies have 

refused evan to discues sal.e1 he JllllBt apect to fild a cer­

tain amount of skepticism because of the past record of 

litigation and obstruction. &t this can be overc011111 b:y 

clear evidence of a genui ne desire prampt.l;y to reach a fair 

conclusion, and evidence of adequate authorit:y for ul.till8te 

OOD8UIIID&tion of transactions al¥i not merelJ" more litigation. 

What of the t.ransadssion linea owned b,y Kr. W!Jlkie's 

companie~t1 which now bring power to these oolllllll1llities1 l;yillg 

within the range of TVA dams, to which he might w:l.sh to sell 

his distriblltl.on s;ystema? Here, too, uneconomic duplication and 

• 

• 



destruction of prudent investment in useful propert7 can be avoided 

by the conference method. TVA and Mr. 'fl11k1e1s compen1el could 

negotiate for the aale to TVA of 1uch of these tnnsm1•81on lines 

aa wou1d sene the purpoaea of briJigi.Dg, TVA power to the conmm1ties• 

diatribution systems. No detailed stud)" of this matter bas been made, 

but I am confident that in th18 way the loss of actual imestuo\ 

here wou1d be little if an71 provided the ot>mpan;y lli.shed to sell these 

lines to the TVA. In the past, TU has purchased transmission linea 

under these Teey circumstance• fl'CIIl Mr. 11f111k1e•s compan:les, and at 

the present time a considerable mileage of tranmn:l•eion lines ill 

being used jointly b7 TVA and by Ccmmomreal th &: Southern to avoid 

excessive investment and duplication. (llbere utill t7 properties 

have been purchased by TVA, it has been the unUo:nn polic7 11to take 

over the persc:cmel of the co~n;r," to use Mr. lfilllde 1s upreallion, 

and such polic7 would undoubtedl)" ap~ to an7 !'u.ture purchasea.) 

This principle of the purchase of tranmn:lssion linea would merel)" 

have to be extended to other cases, and thus protect the legitimate 

investment in Mr. Willkie1 s companies. 

I need hardly say tba"t 'l.VA cannot and will not bu,y an)"tbillg but 

usefu1 physical. assets. It has no authority nor hu it &n)" :intent4,gn 

to pa7 for •ter or writ.-upe. Nor wou1d TVA be a part7 to recOJIIIDBnd­

ing that any JIIUJlioipalitT pa7 in!lated prices. And it is Ulli8l'11tood, 

of course, that TVA would and could not be interested in parchuil:!g 

~interest in any holding ooaapan:rJ wbat w are t•Jk1"8 about here 

are the useful physical facilities of operating properties. 
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Now as to generating plants ~ within the TV.l area. 

llr . wn J k1e 1 a companies in that area at the present time blld.zy need 

additional. power 8\lPPl¥. In the immediate .t'uture these companies 

must either ~chase power in substantial quantities from TVA or 

build large additions to t heir capacity, or both. This situation is 

a 'complete answer to his statement that "the President's policy" of 

the sale of distribution systems to the collllllllllltie s means that sources 

of "generation •••• not purchased by t he 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, Common;1ealth and Southern owns a number of dams 

on navigable streams of the Tennessee River System, producing hydro-

electric power. If there is a desire on Yr . \1i11kie1 s part to sell, 

TVA has the statuto:ty and constitutional authority to buy such dams 

and power plants, and to operate the dams in the interests of navigation, 

fiood control, and power . 

The Federal government is Vlhol:cy without power to deey to 
. 

municipalities the right to set up their o1m plants, if under state law 

the voters so det ermine. That is for t he communities to decide for them-

selves. Nor bas the Federal government sought t o infiuence these local 

determinations. The courts found that the Federal government, to quote 

' 
Mr. Justice Sutherland, made no efforts "to foster municipal ownership 
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of utilities" . They also made findings that, sol~ to increase 

employment, PWA offered loans and grants to cities f or azv ldnd of 

public works properties which any city, of its own free w111, might 

select, and that the Federal government in no manner urged or induced 

cities to build power projects rather than seJters, court-houses, jails, 

bridges, libraries or schools. 

Since 1933 TVA has consistently urged cities which have voted to 

acquire distributio.n eystems, to buy existing ones rather than build 

duplicate systems . In most instances the companies have refused even 

to enter n~otiations with the cities; in others they either demanded 

excessive prices, or insisted that the cities p~ cash, and refused to 

take amply secured city revenue bonds which would have been the equi va­

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

be built and therefore in 1934 procured an option fr• one of Mr. \Ullkie1 s 

companies to purchase fourteen local. distribution systems. TVA then 

negotiated with the citie s under a plan by which it was to rehabilitate 

the distribution systems and then sell them to the cities. Those 

negotiations bad 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 subsequently began between one of Mr . Vlillkie1 a 

companies and P\'IA, witnesses called by the oanpany1 a lawyers testified 

(and the court s o held in findings adopted by the Supreme Court) that TVA 
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and PWA had advi.sed the representE}.tives of cities that they desired 

to avoid acy loss to Alabama Power Com~ r esulting from duplication 

and that therefore no Pl'fA loans and grants would be made if the option 

pl.an could be carried out. It was only af.ter the option plan was 

obstructed that PWA made most of the loan and grant agreements with 

those cities. Af'ter several years of litigation, the Supreme Court 

refused t o hold the PWA loan and grant agreements invalid. Those 

agreanents are now in effect and the United States is obligated there­

under to make the loans and grants to the cities. Accordingly, unless 

negotiations between the companies and the cities themselves are prompt-

ly renewed and are successful there i s no wey to prevant 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 problems can not be r;orked out through press statements but 

only by businesslike discussion and negotiation. Of course, acy 

arrangement negotiated by the parties must be approved as reasonable 

to the utilities and the public after a bearing by appropriate state 

and federal agencies . If pursuant to his expressed desire to sell, 

Mr. Willkie resumes negotiationa with the municipalities in question and 

with TVA, I am confident that TVA, and probably every other branch of 

the Federal governmEilt concerned will be glad to cooperate in working 

out this problem on a fair, equitable basis. 

, 
, 

. ' 
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lo!y de&r Kr. Preaidenta 

2424 Kingston Pike 
Knoxville, Tennessee 

May 1 , 1939 

Your expr eesion of conti denoe ill sendi.ng 
my name to the senate tor reappointment as a 
director and chairman of the Tennessee Valley Auth­
or ity affeots me deeply. Your letter i s most 
generous. 

I hope it is appropriate for me to eay 
that your inspiration, advioe and counsel have been 
of great help to me and my associates in carrying out 
our work in accordance with the ~derlying prilloiples 
ot democracy which your administration has so clearly 
·emphalli zed. 

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

The President 
The Whi t e House 
Washington, D. c. 

Faithfully yours, 

H&roourt A. 
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• .. 
ANALYSIS CF TENNESSEE ELECTRIC POWER CO~ANY ACQUISITION AGREE~NT 

• .. 
1 . furchase ~ce. 

The agreed purchase price far all of the physical electri;c 

properties and bue'iness of the Tennessee Electric P9Wer Company and 

Southern Tennessee Power Company as of May 11 19591 is $781 6001 000. 

(The pric e is stated as of )lay 1, 1939; because this is the earliest 

proba~le date of conveyance . ) This price, together with current assets 

retained by the Company and other adjustments, will yield the Company 

approximately $8010001 000 far its electric properties and r elated current 

assets. The precise allocation of t he pur chase price among local public 

agenci es for dis tribution facilities and the Te~$see Valley Authority . . 
for transmission and generation has not bean determined, but i t is 

probable that the TVA P,ortion will be beheen $421000_1000 and $44)0001 000. 

Nashville, Chattanooga, and other local agencies will· account for t he 
' r emairxier_ of the p.U'chase price in the acquisi tio~ of the several di'Stri-

' 
bution systems. 

2. Relation of Purchase Price to "Rate Base" 

The claimed r ate base on the properties as of January 1 , ?-reS, 
was &94100010001 according to the analysis prepared by Lybrand, Ross 

Brothers and Montgomery, pursuant to ,.the direction of COmmon118alth & 

Southern Corporation. To this figure should be added approximately 

$210001000 1110re for net addi tiona and extensi ons, in order to bring 

thi s rate base t.o l:&y 1 1 1939. The claimed rate base, according to the 
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Jackson and Moreland analysis, al.so made at the Company' s direction, 

was $1001 60010001 as of January 1 , 1958. The purchase price expressed 

as a percentage of these r ate bases, as of Jlay 1, 19591 is therefore 

82 per cent and 76. 6 per cent respective~. This compares with 105 per 

cent of the claimed rate base represented by the price paid by TVA am 

the City of Knoxville to Tennessee Public Service Company for the 

electric facilities in Knoxville and vicinity • 

3 . Relation of Purchase Price to Original Cost and Cost of Reproduction. 

The original cost depreciated, accordi~ to the Jackson and 

l!oreland analysis, was $99,500, ooo .. as of January 1, 1938, and the 

reproduction cost new less depreciation as of the same date, according 

to Jackson and Moreland, was $121,4511000. 

The original cost of the physical properties, ey.cluding intangibles, 

as of January 1, 19381 according to the Lybrand, Ross Brothers and ~ont­

gomery audit made for TVA, was approximate~ $611 5001000 , with new 

additions to date of purchase increasil\g this figure to approx11!8tely 

$63,5001 000. The accrued depreciation for the properties, according 
' 

to the study made by TVA engineers on an age lite basis, approximates 

$24100010001 leaving $591 5001000 as the original cost depreciated ot• 

the physical properties according to tlle TVA analysis. 

To give consider ation to the difficulties ot accurate~ 

calculating accrued depreciation, end to take into consideration elements 

of value not renected in the cost of physical properties, such as 

or&o.nization expenses, urd.fication costs, and cost of service 

installati'ons for applianc es on custaners 1 premises, the Authority for 
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its initial offer adjusted this figure to approximately $671 50010001 

as of January 1, 19381 equivalent to approrlmatelyt;l91 SOO,OOO aa of 

May 1 , 19~9. 
• 

4, Ral.ation of Purchaae Price to Early Offers of CO!!D!!Onwealth & Southern 
and TVA, 

The Compaey' s original offer to sell was premised on $1061000, 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 $96100010001 which was claimed to represent the 

Knoxville basis . This was later reduced to $94, 0001000, which 1188 

represented as the rate base fixed by the Tennessee Railway and Public 

Utilities Comcission. 

The gap between the last TVA bid of $671 5001000 and the Common­

wealth & Southern offer of $941000, 000, both aa of Jam.tary 1, 1938, was 

bridged in the final series of conferences llhen the sale price of 

$78, 600, 000 was agreed on as of May 1, 1939, It should be emphasized 

that the $781 600, 000 represents properties with a value $2, 0001000 

greater than the properties irx:luded in the prices as of January 1, 

1938. That is, t he price should be considered as $761 6001 000 when 

related to the $67,500, 000 and the $94,0001 000 figures , 

Fran the Authori ty 1 s point of view, the increase from 

$69, 500, 000 to $781 600, 000 represents the value of eliminating compe­

tition in this important market area, and relief from the harassment 

and expense attendant upon canpeti ti ve con:iitions in the Valley, 

I 

I 
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s. General Description of Properties. 

The proposed agreement provides· for the transfer to TVA of 

five diii!IB 111 th hydro-electric generating plants having a combined i~led 
capacity o! about ltO,OOO KW. These d.81118 are Hales Bar on the Tennessee 

River at Chattanooga, Blue Ridge and the two Ocoee Dams on the Ocoee River1 

and the Great Falla Dam on the Caney Fork of the Cumberland River. The 

Bales 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 waterwa.y. It provides a pool of approximately 

40 miles betwaen the reservoir of Guntersville Dam and the Chickamauga 

Dam just above Chattanooga. Hales Bar Dam is a major development ~racing 
. 

a concrete structure approximately one- half mile long and 67 feet high. 

In height it corresponds closely to the Authori ty• s Wheeler Dam. 

In addition to the dams and hydro-electric plants1 three 
1 I 

major steam plants are included with a canbined capacity of 1001000 KW. 

The steam plants are located at Hales Bar, Nashville , and Clarksville, 

Tennessee. 

The Tennessee Electric Power Company' s system includes over 

1500 miles of high tension t r ansmission 11nes1 serving about 400 conmuni-

ties . in centr al and eastem Tennessee. The major cities are Nashville 1 

Chattanooga, Columbia, Cleveland, Murfreesboro, Athens, F~cy"etteville, 

Shelbyville, Lewisbur g, Lafollette, and Maryville. 

6 . FinanciD&• 

The Authoriey plans to finance its share of the purchase price 

through appropriated fUrds and bond issues, and local public agencies 111ll1 



for the most part, obtain their fums through in:l.ependent financing by 

the sale o! r evenue bonds, s ecured only by the revenues of the distribu-

tion sys.tems, '--

7. Rates, 

It is proposed that each ·of the distr ibution systems will 

place in effect the starxiard r esale rates incorporated in the TVA 

wholesale power contracts without surcharges of any kind, These rates ,, 
are from 20 to 50 per cent l ower than the existing rates in the area. 

It is expected that the putilic r eceiving s ervice from the Com~any•s 

system will save approximately $510001000 annually un:l.er the nS'If 

rates for service, 

a. Limitations of Territo~ • • 
The agreement for the purchase of Tennessee Electric Power 

Company involves no agreement of any kind on the part of TVA concerning 

the limitation of its operations. However, the acquisition of the 

facili ties of the Tennessee Electric Power Company, together with the 

facilities in the adjoining areas in Alabama and llississippi1 will 

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

9, Relation of Price to Book Value of SecuHties, 

The Company has presently outstanding approxinately $491 5001000 

in face amount of funded debt, $2, 10001 000 in preferred stock and 

$241 0001000 in common stock, The agreed upo~urchase prioe will permit 

redemption of the bo!Xl.s alXl. preferred stock at faoe or par value and 

leave a margin f or CO!Tilllon stock of approximately $61 5001000 , This, 



, 

• 

\ 

together with the other asset s, with the water, ice# an:i t r ansportation 

properties retained by the Company, variously estimated from $21 000#000 

to $41000#000, wi.ll leave a balance for common of som.e eight and a half 

to ten and a half million dollars. 

10. Participation of Comnnmi ties. 

The tenus of the agreement will protect the right of any 

munici pality to serve itself with TVA patrer. Hatrever 1 no municipality 

will be forced into public ownership. Most of the major communities 

served by the Company !>.ave already applied for TVA power 1 and will 

parti cipate in the acquisition. Contracts have been negoti ated or are 

urrler negotiation with all of these communi t i es • 

. 
' 

.. 

• 
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<XBPiltOLLER GENBRAL OF '1m UNI'l!ID STATBS 

Washington 

June 2, 19"1. 

The Speaker, 

Bouse of Representatives. 

My dear Mr. Speaker: 
J 

I regret that I have to report to the Congress the existence of 
• 

a disagreement between this otfice and the Tennessee Valley Authority 

which for reasons hereinafter stated requires the enactment of olari-

fyi.ng legislation satisfactorily to settle the tundem.ental 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 Budaet and Accounting Act and other general statutes requiring an 

accounting for the disposition of public fUnds. 

Immediately after ta!d ng office as Comptroller General a number 

of informal discussions were held last November, at the illBtance of 

the Tennessee Valley 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 tor 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 or 

August 31, 1935, 49 Stat. 1080. These matters were thousht to be 

progressing satistactorily when in re~nse to my ~estion that the 

Authority submit a written statEIIlent of its proposed changes 1n the 

procedure, there was received from the Authority a memorandum contending 

.. 
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tor the flat proposition tbat by reason of its corporate status and the 

provisions ot section 9 (b) ot the act tbe Tennessee Valley Authority 

is wholly· exempt trCIII the provisions ot the &dget and Accounting Act 

and other statutes requiring an accounting tor public tunds and tbat 

the duties of this office in relation to the Authority were strictly 
I 

limited to the making of the annual special audit ot 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 ruade by the Comptroller General and tbat the 

expenses there.ot, with one exception, be borne by appropriations made 

tor the General Accounting Office- that this office withdraw its repre-

sentati ves engaged in such audit and that "The Comptroller General 

should 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 Autho~ity that it is exempt from account-

ability under general 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 same room for argument, I could not say that I found the views of 

my predecessor s in this of~ice on this point without substantial sup-

port or that they went further than appeared to be justified in 

resolving the doubt in harmony with the basic legislative policy or 

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



I 

- 3 -

tunds entrustsd to tbalrl. The reasons tor my conol.usiona 1ll this 

respect were tully set forth in decision or December 21, 1940, addressed 

to the Chairman, Board of Directors, Tennessee Valley Authority, a copy 

ot which is enclosed herewith as a part or this report. For the rea-

sons stated in the decision it was, and is, my view that any intent or 

the present law to exempt the Authority tr0111 accountability under the 

Buclaet and Accounting Act and other general statutes is not sufficiently 

clear to just1ty me in proceeding o.ffioially on that basis. The directors 

of the Authority remain firm in their contenti ons to the contrary, 

however, nnd, in effect, now refuse any rendition of accounts under 

gener al law as is shown by letter dated February 12, 1941, as follows: 

• • 
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"The Honorable 
Lindsay c. Warren 

Xnorv1Ue, Tennessee 

' l'ebruary 12, 1941 

Canptrolle.r General ot the United States 
Washington, D. o. 

"My dear Mr. Warren: 

-

• 

"This will acknowledge receipt of your letter ot December 21, 
1940, which ha.s been studied with great care. 

"That letter rules t hat 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. 

"It seems 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 far relationship developed tentatively i.n a 
series of discussions with your predecessor, Senator Brown. In effect, 
therefore, we respectf'ull.y suggest that your letter of December 21 
puts the legal question of relationship between ~~e Tennessee Valley 
Autharity and t .he General Accounting Office back to where it was 
when the Authority was created. The only question is the intent of 
Congress as exp.ressed in the statutes which govern both agencies. 
At tha~ 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, xepeated attempts to amend the Tennessee Valley Autharity 
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 tho Appropriation Bill as recant as two weeks ago. 
In each instance, over a period of years, when the issuo 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, 1'lhy tho 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 1n your 
letter is inconsistent both with the express provisions ot our 
governing statute and the intent ot the Congress clearly expressed 
in its legislative history and the actions ot Congress over a 
period ot seven years. Por us to acquiesce 1n a requirement ot 
settlement and adjustment ot TeDnessee Valley Authority accounts 
by the General Aocounti.ng Office under these circi.Uil.Stences would 
1n our judgment constitute en avoidance ot our responsibility as a 
Board tar the administration and management ot the project wbioh 
Congress and the President have assigned to our charge. 

"We feel certa.in you would agree that the issue i s an issue 
of law, depending entirely upon the construction ot 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 limi te 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 creating that body 
with the duty of determining this particular issue. We have 
concluded that the only way 1n 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 lal'r officer 
of the Federal Government. To that end we have forwarded to the 
Secretary of the Treasury a letter requesting a revision of 
procedure, a copy of which is forwarded herewith for your informa­
tion. We are advised that the Secretary plans to transmit this 
request to the Attorney Genaral for hJs 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 1n full conecienco and that it is 
with the greatest reluctance we find ourselves nt issue with you. 

~espectfully yours, 

TENNESSI!lE V.ALLEY 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 an by 

the Author1 ty, that the subsequent failure ot 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 ot the meaning and intent ot 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 Author! ty' a letter to the Secretary of the Treasury, 

referred to i .n 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 jurisdiction to 

decide or determine the matter so as to relieve me of official 

responsibility in the premises, it is not perceived how the 

Authority' a present course of seeld.ng such collateral administrative 

opinions can settle the issue. 

The result is that I am faced with the alternatives of 
• 
permitting the ~thority 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 offi cial duty, or of 

holding that the fiscal officers of the Authority are deli.nquent 

• 
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in the rendition of their accounts and thereupon to withhold 

approval of requisitions for turther advances from the Treasury as 

required by section 12 of the act ot July 31, 1894, 28 Stat. 209, 

as amended, 31 U. S. c. ?8. I am loath to follow the latter course 
1 I 

1n view of the room for doubt as 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 t or 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 ilmlediate importance 

of an amendment to the Tennessee Valley Authority Act to set the 

matter at rest. \lUether 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 

tor 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 en accounting 

pursuant to general law, that cen be acc0lllpl1shed by emending 

section 9 (b) of the Tennessee Valley Authority Aot, as amended by 

section 14 of the act of August 31, 1935, 49 stat. 1060, by adding 

I 

~----------------------------------------------------------------------~· ~·~----------~ 
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at the end thereof a new paragraph substantially as follows: 

"All amounts appropriated for the purpose of carrying out the 
provisions of this Act shell be paid to the TreAsurer of the 
Corporation upon the request of the Board and, notwithstanding the 
provisions of th.e :&dget and Accounting Act or of other provisions 
ot 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. ~visions 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, if it be the legislative purpose not to exempt the 

Authority from accountability under general law, that would be made 

clear by the addition to the said section 9 (b) of a paragraph 

substantially as follows: 

"Nothing in this Act shall be construed to relieve the Treasurer 
or other accountab~e officers or employees of the Corporation from 
compliance with the provisions of existing law requiring~he 
rendition of accounts for adjustment and settlement pursuant to 
section 236, Revised statutes, as amended by section 305 of the D.ldget 
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 governmental agency charged with the 

responsibility of conducting operations of the character ot those 

of the Tennessee Valley Authority should have some ~at'i tude of 

authority beyond that needed and usually granted by the Congress 

to the regular departments and establishments of the Government. 

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

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

• 

,\ 
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tbat the only route to such necessary latitude of authority is 

through exemption entirely trom regular accountabi lity under the 

Budget and Accounting Act f or the disposition of publio moneys. 

When an agency of the Govel'lllllent conducts its business under special . . 

grants of authorit'y, pe:bnitti ng greater flexibility of action, the 

audit and settlement of its accounts 1n the regular ws:y is in nowise 

inconsistent with the exercise of that flexibility of action, 

because 1n the audit and settlement tull consideration must be given 

to the same special authority under which the agency's business was 

conducted. 

During the past few years charges bave been made tbat the 

close scrutiny by representatives of the General Accounting Office 

over expenditures of the Tennessee Valley Authority has reflected 

prejudice of the former against tho latter. Such chargee have 

never seemed to m& to merit serious consideration; but even if 

justification for them could be found 1n the past none now exists. 

It is perhaps not necessary for me to state in this communica-

tion that I strongly appreciate the importance of the work of the 

Tennessee Valley Authority and bave 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 tor the disposition of public moneys entrusted 

to their use. 

While it is i nconceivable to me that 8lcy' agency entrusted with 

the eXpenditure of .mammoth amounts ot tunds collected trom the 
• 

people ot the United states should desire to evade responsible 

accounting and scrutiny by an independent offi ce created tor that 

purpose, I make no further comment at this time with respect to the 

situation here presented other than to urge the early enactment ot 

'legislation which Will definitely settle the question as, in the 

wisdom of the Congress, it should be settled. 

Respecttully, 

(Signed) LINDSAY C, WARREN 

Comptroller General 
ot the United states. 

I I 

· I 
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THE WHITE HOUSE 

t ' 
' 

WASHINGTON 

JD1 ROWE: 

To mention to McCormick 

t hat this TVA accounting should not 

be turned over to the General Accounting 

off ice. 

F.D.R. 



• 

TENNESSEE VALLEY AUTHORITY 

eoAIIIO Of' Dl~ 
HAIICOUIIT A. NOfiiOAN. e...,.....,.,. 
DAVIO C. UUIIHTHAL.. VIe~: Ow~ 

JAWa "'· filiON 

IDoXYille, Tenneeeee 
June 13, 1941 

, 

-
fhe Preddezrt 
The White HoWle 
ll'aehi.Dgton, D. c. 

• 
!ty dear Kr. Preeidezrt 

For your information""' are forwarding herewith oopiee of 
a letter from the Comptroller General to the Speaker of the 
Houee, and of our letter in reply thereto. Ill our opinion 
the ieeue dieoussed in this letter is of great importanoe 
to all adm1n1strative agenoiee. 

Enoloauree 

Fai thtulq your• 

Haroourt .A.o :llor 
Cha.irman of the .DOt~ 

. I 



The Honorable 
The Speaker of th'e 

House of Representatives 
Washington , D.C. 

My dear Mr . Speaker: 

June 6, 1941 

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

The Authority' s views on the matter may be summarized as 
follows: 

(l) 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 , as tho Authority contends, 
or whether it is empowered to "settle and adjltst" such accounts 
in accordanc<:l with the Budget and Accounting Act of 1921 , as the 
Comptroller General contends , 

) 
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(2) Congress has al r eady spoken on the i ssue by ~~poatodly 
• 

refusing to oxtond the Budgot and Accounting Act to the Authority ; • 
· indeed , t he prosont Section 9 (b ) of t ho Tonnessoe Valley Authority 
Act was enacted i n 1935 in place of an alter nativ e pr ovision 
suggested by tho then Comptr oller General for the very pu~ose of 
rebdering tho Budget and Accounting Act applicable . . . 

{J) In any event , the differ ence 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 tho 
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 amended . 

(4) It should be emphasized that tho dispute between the 
Comptroller General and the Authority has nothing to do with any . 
question of whether tho Authority ' s transactions shoUld be ~ubjoct 
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 made by 
tho General Accounting Office in accordance with Section 9 (b) 
of tho Tennessee Valley Authority Act . On its own initiative , it 
has also obtained for the past three years i ndependent audits by 
tho nationally known firm of certified public accountants , Lybrand , 
Ross Bro~ . &. Montgomery, as the result of which it has boon able 
to include certified financial statements i n its annual reports to 
Congress . Vfuilo thus fully recognizing its public obligat!on to 

., 
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subject itself t o periodic audits and to account tully for tunds en­
trusted to it , the Authority believes that the application to i t of 
the rigid and cumbersome procedures of the ~ettlement and adjustment " 
system--which bear little or no relation to auditing as that term i s 
understood by accountants and businessmen--would mark an immediate 
end of its corporate flexibi lity and ~d~ly ,hamper its activities . 

In view of the impor tance 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 . Tho issue is a 
simple one.. Ever since its or~ization tho Authority bas been of 
the opinion that the Tennessee Val ley Authority Act, by which it was I 

created , defines and delimits the j urisdiction of tho General Account -
ing Office over its transactions . Section 9 (b) of that statute pro­
vides that the Comptroller General "shall audit the transactions of 
the Cor poration at such tines as he shall determine , 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 papers , books , 
records , files , accounts , ,plants , warehouses , offic es , and all othor 

I things, property , and places ?elonging to or under the control of or 
used or employed by the Corporation." He is to make a r eport of each 
such audit in quadruplicate , one copy for the President Qf the United 
States, one for the chairman of the Board , one for public inspection 
at the principal office of the Corpor ation , and the o~er for the uses 
of the Congress . The statute further dir ects the Comptr oller General 
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t o ~e special report to the Presi dent of the United States and to 
the Congr ess of any transaction or condition f ound by him to be i_n 
conf lict with the powers or duties entrusted to the Corporation by 
law." The Authority has not only never resisted the conduct of this 
audit provided for in i ts own statuto but has repeatedly sought to 
have it made more effective . 

On the o t her band the representatives 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 disappr oval of requisitions of funds 
by t he 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 interpr etation. 

(2) Prior consideration of the issue by Congress . The 
precise issue which the Comptroller General now raises was presented 
to Congress in 1935 by 9ne of hls predecessors during the cof1sidera­
tion of certain proposed amendments to the Tennessee Valley Authority 
Act . At that time t he then Comptroller General proposed that Congress 
adopt an amendment designed for the specific purpose of subjecting 
the Authority to the procedures prescribed in the Budget and Account­
ing Act . After full consider ation in committee and debate on the 
floor of both houses this proposal was rejected . 

The same question was prosontod to the Joint Committoo 
Investigating the Te nnessee Valley Author ity in 1938. After full 

, 
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public bearings during whi ch representatives of the Authority and the 
General Accounting Office ~ppoarod before the committee , the final 
report sustained the Authority' s posi tion on ever y poi nt (Report of 
Joi nt Committee Investigating tho Tennossoe Valley Authority , pp . 109-
133) . 

It was our hope that this carefully consider ed conclusion 
of a joint committee of Congress specifically charged with the duty of 
determi ning this issue would be . accoptod as conclusive , 

(3) Since the question in dispute is one of statutory in­
terpretation , it should be finally determined by the Attorney General . 
·.'lben the present Comptroller General assumed office we reviewed the 
history of this controversy with him in an effort to convince him of 
tho soundness of our legal position w~ich had been sustained by the 
Congress in 1935 , and again by the Joint Investigating Committee in 
its report i ssued 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.1 of his office on the 
question of law involved.. Upon receipt of that letter we were 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 pr ocedure , 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 ~closed . herewith . On February 12 , 1941, wo \vrote to the Comptroller General 

• 
, 
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stating that since all that was involved vms an issue of law depend­

ing upon the construction of the relevent federal statutes the Board 

had concluded that the only way in whtch 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

vlith . 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 

tho Attorney General docs 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 

thnt the Comptroller General r efuses to bo bound by tho opinion of 

tho ~ttorney Goner3l upon a question of statutory construction and 

insists upon r~s~rving to himself final judgment on his own juris­

diction . Were it not for this attitude thoro would b& no rEmson for 

requesting legislation at this time . Logislction is neither needed 

nor appropriate in order to determine the proper construction of 

existing law. This sruno question \'ms considered by the Joint Con­

gressional Committee Investigating tho Tennessee Valley Authority, 

which stated: 

Tho committee doubts whether any useful purpose will 
be sorv0d by logisls.tion cla·rifying tho relations be­
tween tho Authority and tho General Accounting Office . 
The Authority should be placed on tho same basis as 
other Government corporations , in the affairs of 
which the General Accounting Office is not permitted 
to intorvon~ . Congress has already recognized this 
need in the case of the Reconstruetion ·Finance Corpora­
tion, the Inland Waterways Corporation, n.nd tho Panama 

• 
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Railroad . The accounts or these corporations are 
audited by priv~te aud~ting firms, selected by their 
respective boards or directors. If, however, it is 
determined that relations between the General Account­
i ng Office and the Authority shall continue , the 
Genaral Accounting Office ' s a ctivit i es should consi st 
in the making or periodic commercial audits . Such 
audits should be made in the field and not in Wash­
ington . Disputcs· concerning interpretation of statutes 
and other l e al uestions should be referred r om tl 
t o e ttorney eneral for nal determ nat on 
mittoe r eport , pp. 132- l)j/ . 

(4} The procedures of t he Budget and Ac counting Act are 

7 

not suited a nd have not g enerally been applied to governmental cor ­

porate enterprises Ruch as t he Authority . Vfuile 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 t o 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 bas success-

fully operated for eight years and substitute therefor a new law 

subjecting , in pr actice as well as in General Accounting Off ice theory , 

all of the transactions of tne Authority to the final administrative 

control of the General Accounting Office . Viewed in this light the 

proposal r aises t he broad question as to the effectiveness of pub­

licly 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 maintain its corpor ate independence . Tho exact opposite 

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

to extend tho "settlement and ad justment" procedure t o such corporat e 

\ --------
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enter prises as the Reconstruction Finance Cor poration , the Federal 
Deposit I nsurance Corporat i on , the I nland Wat erways Corpor a tion, t he 
Panama Railroad Company , the Home Owners ' Loan Corpor ation , the 
Federal Savings and Loan Insurance Corporat i on , and the War Finance 
Corporation. 

The very nature of the Gover nment corporation is incon-. ' 
sistent with the type of control inherent in the procedures of the 
Budget and Accounting Act . · This bas been r ecognized by all commen­
tators on tho subject . The Supremo 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 r eason for employing these incorporat ed agencies was to enable them to employ commercial methods and to conduct their operations with a freedom supposed to be in­consistent with accountability to tho Treasury under its established procedure of audit and control ovor tho financial transactions of tho United States /S'kinnor & Eddy Corp ~ ... Y• McCarl, 275 U.S. 1, 8 (192717 
In his l etter the Comptroller General concedes that 
• • • any governmental agency chs.rc;ed wi ~b. the re­sponsibility 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 Government . 

He then expresses the opinion that there is no inconsistency .between \ 

this view and his insistence upon accountability under tho Budget and 
Accounting Act •. \'lith this conclusion we roost enphatically disagree . · 
In order to determine the extent of the inconsistency it is necessary 
to compare the relationship between the Authority and the General 
Accounting Office under existing law, and tho relationship that would 

I. 
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be brought a bout by the chango pr oposed by the Comptroller General . 
As pr evi ously pointed out , under existing law the Comp­

troller General i s givon tho broadest possible auditi ng powers . He 
) has tho right t o examine every r ocord , ever y voucher, and ovory i tem 

of income and expend! ture ; he is undor a duty to make his annual 
audit report available to the Prosidont and tho Congress; ho is under 
the additional duty of roport1~ 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 t~ protoot against 
dishonesty and extravagance it is difficult to soe why thoso powers 
a re not sufficientr 

In fact the Comptroller General does not suggest that the 
proposedcnange in the law is required because of any deficiencies 
in the Author! ty' 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 as are approved by the 
commission. In addition, the Authority has always maintained an 
elabo:fate 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 its existence the Authority has handled more than JOO million 
dollars of federal funds without the faintest suspicion of fraud or 
misappropriation. The inevitable effect of superimposing the pro­
cedures fof tho Budget and Accounting Aot upon existing auditing 

• 
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pr ocedur es would be not to prot ect t ho Gover nment against improper 
expenditures but to subject the administrative discr etion of the 
Author ity ' s Board to a final veto power exer cised by the Co1:1ptr oller 
General . 

Thora is widespread misunderstanding concer nin.g the actual 
operat ion of tho so- called "settl ement and adjustment" pr ocedure of 
tho Budget and Accounting Act . Undor this process tho di sbur sing 
of ficers of the departments and establishments subject to the act 
arc required to submit monthly or quarter ly lists of receipts and 
disbursaments to tho General Accounting Office , accompanied by vouch­
ers and other documentary sup1Jort . 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 final authority to pass upon 
tho interpretation of all statutes wi th no poss i bility of appeal . 
In this Ylay he is per:nitted to substitute his judgment, or that of • • 
his cdUnsel , for the judgment of tho agency charged with the responsi­
bility for administering the statute in question . 

The detailed internal control exercised by the Comptroller 
I General over administration is enforced in two ways . By means of 

his statutory power to disallow a payment already made , a nd to 
charge the payment against the account of the disbursing officer he 
i s in a position to force the disbursing officer to follow his in­
terpretations blindly vri thout consideration of their soundness . In 
case of any attempt at resistance to the Comptroller General ' s view 
as to law or as t o pol icy, be possesses the ultimate veto power 

~ 
through the threat of disapproving a requisition for funds . In our 

.. 
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pr ior deal ings t he Gener al Accounting Offi ce has not limited thi s 
asserted veto over admini strat ion , at least in theory , to questi ons 
of statutory interpretation. Its investi gators have re~atedly noted 
exceptions to transactions solely because in their judgment the ex­
penditures involved wer e not wise or necessary or desirable . In this 
way , if the Budget and Accounting Act wer e to be fully applied in 
practice and the exceptions follovted by disalloVIances, the investi­
gators of the Goneral Accounting Office would bo placed in the posi­
tion of overruling tho discretionary decisions of the Board of 
Directors of the Authority, oven though they wore in no way responsi ­
ble f or 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 r esponsible administra­
ti'on . 

It should be emphasized that what has boon said is in no 
way a reflection upon the present incumbent of the office of Comp­
troller General. Tho obj~cti ons to tho 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 
ti.me . 

In considering the validity of the contention that the pro ­
posed e xtension 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 w1 th 
enthusiasm. They unierstand that they have been presented with a 
final opportunity to cripple this enterprise by depriving it of 
those attributes of initiative , f~exibility, and indopondonco that 
have contributed so much to its success . 

• 
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In the closing paragraph o r his letter the Comptroller 
General states that it is inconceivable 

that any agency entrusted with the expenditure ot 
msnnnoth amounts ot funds collected from the people ot the United States should desire to evade responsible accounting and scrutiny by an independent ott1oe 
created for that purpose . 

12 

This statement is based upon the misconception that there 
• 

can be no true publi c accounting except that parti cular type of de-
tailed administrative supervision exer c i sed by the General Accounting 
Office . .The Author 1 ty has never sought to evade accountability to 
the public . All of its transactions are carried on in the light ot 
continued publicity . In 1 ts annual reports to the Congr ess 1 t 
accou.nts for every penny that it bas expended and for evory move 
that it has made, and its financial statements o.re cert1 fled to each 
year by a recognized firm of o ort1 fled public a ccountant;9 . 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 i n the truest sonso . 

In conclusion, it must again be em?hasized th~t the legal . 
issue in dispute between, the Comptroller G~neral and the Authority 
has nothing to do vl.i.tb 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 Autbori ty has 

always welcomed the fullest auditing investigations--as distinguished 
from application of the "settlement and adjust:nent" procedures--both 
by the General Accounting Office and by other accounting agencies, 
and on the basis of these investigations it has sought to include 
in its reports to Congress the ful lest possible accounting and 
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statistical informati on concerning its activities. Its books a re 

open to tho inspection and review o f a ny inter ested person. This 

policy it will continue to pursue . 

Rasp ectfully, 

Harcourt A. Morgan 
Chairman of the Board 

David E. Lilienthal 
Vio e Chairman 

James P. Pope 
Director 
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SOB1ml: CEADMAB AlliGAII'S OClMPUDf'l'8 AJlJJ.Nf1l 'ml DfiJII&AL D­
OIWNIZA'l'IOII OJ' 'ml .ADTBDRI'l'r 

• 

tbl'ougb a •ge11eral 111m1ager of their oholoe• end 111 thout oonsiderat10111 

ot hila. U. repeatedl.7 t~Rplt .. that there were 1rreguJ.ar1U .. llf 

setting up the s-eral manager fol'll ot organhat10111 md in seleoting 

the prese11t general manager. :ror e:mmple, he oharged in his lettar 

to Oongres•en lfanr1olc that he had been deliberatel7 stripped ot his 

power and jur1841ot1on • .. 

'l'he oaretul. end thorough atud7 whlah PHOeded the reorgan-

hatton, the dellberete end wholly regul.ar adoption ot the new tom 

ot organization b7 the Board, inaotar as lntemal ree.rrangelllellt la 

oonoemed, can be adequately denloped by the dlreotors. 

A4dlt1ona.l ertdenoe of the regular1t;r and appropr1atene88 

ot the general aotlon taken m18ht also be brought out b7 queatl0118 

nom the Preaid811t baaed upon his Clll!l fem111ar1t7 with oertain aepeota 

ot the mattar. 'lhe President in his letter ot J'ebl'WU'J 25, 1937, 

addressed to the Board requested a oop:r ot Mr. Blandford's te11tatbe 

report on reorgllll1zat1on tor his personel perusal (Blmdtorcl had bee 

dlreoted to prepere auoh a report at a lloard meeting at the ad ot 

Kq 1936). In this leUer the Preaident alao indioahd his dMire 

to in-rite parsons ot his 01111 ohooalng to make a epeoial atud7 ot the 

orglllllaaUon probl_. ot the AuthoritJ and report t o h1.a. 

'l'h1a I!CW!!'"ee was appointed. Mr. Blandford's r eport .as 

made anll&ble to the oo-ittH. The oonntttee apant considerable 

-. 
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UJae both 1n WaahlnsWn and 1n ~he Valley ln~eniwlng maaberw ot 

the Board and ~he statt ot the .Autllori ~,.. 'l'he:r submitted a repon 

and reocmn.,dations bearing upon desirable edm1 nistrathe reorganiza-

tlon 1n the Autho:rlt:r. 'lhis report, upon instructions tl'CIII the 

President, wu made nailable b7 the ooanlttee to ~he Board ot 

D1reotora. It conourred with the Blandford report 1n proposing 

t he general manager t om ot organization and 1n all other maJor 

respects SUPROrted the Blandford report. 'lhe Blandford report 118.8 

then subm1Ued to the Board and 801118 ten days later, 1n J'une 1937, 

the Board adopted the general manager tom ot organi:2at101l. J'raa 

this action the Chail'lllan dissented. 

'lhe general manager t ol'lll ot organization is undoubtedl7 

what the Cllairman retera t o when he 88.7S that he has b&eD stripped of 

his authority and ju:r1sd1ct1on. Much of what the Cbeil'!MD illlputee 

to the effects of the general manager plan arises !'rom his apeo1al 

conception of his peculiar responsibility as Chairman of the Board 
. . 

despite the tact that there 1& no statutory or adm1n1strat1Te theory 

upon which this special conception oan rest. 

" 

• 
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SPECIAL NCil'E 

In his attacka upon the attorneys and engineers handling the 19 
company caae in Chattanooga, the Chai:noan referred in his memorandum 
to Mr. Fly of December 201 1937 to three cases where pressure had been 
put upon engineers to teatify contraJY to their opiniona, He ha8 onl;r 
named one of the three men despite repeated requests from the attome)'S 
aiXi the Board for specification. It would be exceedingly helpful 1f1 

as soon as this incident is mentioned, his memorandum of December 20 
could be called to his attention aiXi he could be asked to specify the 
other t110 cases so that this incident could be fully explored. 

• 
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lfoulcl 1\ aot be wu to aak Arthur llorPD to ...ue a r .. 

tbat ba bu reru .. 4 to partio1peta e.n4 hu ginn tlw illl;pre .. 1oD tbat 

he GaiUiot r eo.1 ... t'J'OII :rou a ta1r bear1na. Tbet :you bad boD .. tl.J' 

bope4 he 1101114 holp you to le7 the beaie t or a rortew of '1'U pol1o1ea 

011 their •rite. Such e. renew oe.n nner be obt a1lla4 when the op­

ponento or tho Admin1etre.t1on are ready to eeise the opportunU7 t o 

oonde11111 '1'V4 and all 1 to ""rb dmply beoauae 4rttwr Korson th1nge 

DaVid L1l1entblll 1e e. eooundrel and Dartd L1l1entbal thinka Arthur 

llorgan won' t play ball 1J' he can't •call tb.e playa. lolaybo :you can 

' ' make tho poor old J'olloe J'oel that he haa not only let you down, but 

baa let down tba eort or TV.l he really • anta. 

j i ' ' '"~ f"'' 
.· / ~ ~ t[ n !'f 1 r~r /rtt, , 
/,;-~ Vf'': 1v ~ ·~ 1 
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&Oli.Jllor, CDWIIIId MORA•" a CR+J!Ill or oomoiJWJr .AID OOALI!Io• 
.AO.AID! BDI Bt O!Bia !10 MDO!OU SDIPPIIG BIM or 
BIB POIDS .dD JlJBISDIO!IOI 

• 
hlll, eta. fba real explaDation h that he hu llalle it qpear that 

the other two director. are &1.•111• ~llat h111 beo&ae after Mr. 

L1lienthal' • re-appointment in M-,y 19360 the Chainun abamdone4 hie 

former practice ot cooperating w1 th the Board lllld 1nat .. 4 opjloaed 

ita action• generallr ~ irrational diaeenting ~otee, eto. 

A letter which the Chai:rmam wrote the Preddent at the 

Ume ot tbe re-l!ppointaent ot Mr. Lilienthal outlined the conti tiona 

'IUider which he woUld withhold hie redgnation. !hie letter 1e 

dpifiallllt endence that hie act.iona aince the appointment apring 

fro. a pre-deter-ine4 plan of obatruction, 

Qu!atioptpg h1ll upop the baa1• of the aateri&l contained 

in that letter rbouJ.d d.o much to rft'eal the obatrucUn !!p4 irrational 

d'II.Ct ot hie office. 

ror e:ample, oDe ot the condi tiona atated i'n that letter 

wae that in the fUture no ac\ion IIUBt be t.Un 'b7 the Board ucept; 

'b7 uun1llou8 nte. I~ other worda, he there 41••owed the principle - -· 
of ...,ori t7 rule written into the atatute. PracUc&l.lr &1.1 ot bh 

o'batrucun tacUoa dnoe that tt.e haYe 'b .. n in an effort to kill 

or preYnt execution of policiee w1 th which he ... not whollr ill 

accord ae thoucb he 111 fact eJIJoyed the nto power reqwated ill hie 

1936 letter to the PJoeeident. 
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1. 

ObaiJ'IIaD Mora• wlll. proha~ aak tor ~ OD the i1'CIUJid tbat be 

bas bMD W 1D n.or1da and tbat Dr. B. J. llorgaD aDd llr. Lilletbal 

ban had a ad'fDtap OTer ba witA retpeet to U.. tor pr~tiOD. 

The tact. area 

.a.. All. three directors were notified ot Ule inqui17 at Ule 

... t1ae. 

B. Ilvinc the pciod ot his absence 1D nonda, Dr. J. B. 

llorgu baa releaaed Ule 110at viola:~t o! his attacks OD 

Ule other two direotora. llbatner •terial he baa to 

llllpport Ulose attacks &at have beeo an.Uable to ba 

norida. It he does not now have Ule .aterial to 

IRlPPort the accusations, he could not. have had the material 

to IRlpport th• at the t1lle he 1118de thea. 

0. In arq nent, whether he i s l'eiU\T or not, Dr. B. J.. llorgen 

and llr. LUienthal. are read,y to respoad. 

D. llbeo he CaD not postpoae the ~, Cba1man llorpD 1a 

Under no oircuaatenoes lhould he be pemitted to file a 

atat•ent later as such a atat.ent 1101ll.d undoubtedl;r be 

a trellh attack. I1' he 111 w1111ng to d.esaribe his 1Upport­

inc data aDd 1dilat11)" the ahibite, he llight be aooorded 

the privil411e o! til.1ai IUoh aooep~ble abibite ae be 

b.u not broqbt. 

• 
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2. U ep 4='" 'J'•t at!.!$• 1pgJMe aggeMm ot 41• n11r. 

Olaainllm llorpD baa uecl •'111"1 poallible _,. ot cbarcillc clillboae.t)' 
' . 

aDd oUie1al illproprief\y 'b7 1nr1maet.ion m4 1mmllldo. Be 111\T OD ~~~ 

occedoa, aa he clid l.Aet atua, d-.r tb&t he 1Dtcded to attack the 

hODe.t)' or 1Jltegr11iT of the other board .-bera aDd 111\T contald tb&t 

his ~ercoea relate to queetiODs of policr and ad•1n1strat1ve 

procedure. This is not the fact. lis plain 1Dtct1on has bee to eli&-

' 
credit the aot.ifta and 1Dtegriiir of his associates, and oaet 11111piC10D 

UpOD their hcmeav as pllbllo otf'icials. 

In !JV" case, 8Dd 11hatever aipt haTe baeD his detcae aa to 1Dtct 

1Jl the earlier dqa ot his diaatfecticm, it ia ao lqer ftlid 1D new 

of the fact tb&t he baa betm C08pla.oeat in the face of the al.lloet univeraal. 

1Dte.rpr~1on of his loose 8lld UllBUpported stateaa:zta as charges of clie­

honesiir.· Since lut Auguet lbc, 111" foDIIl action, the aatter wu called 

to h1a attctioD, his attacWI ban increued in 'riolcoe and trequcey. 

Be baa ~tted his .tateacta to be interpreted u reYel.aticms of 

~:~candela, as the ballia tor charges that the TVA is a .... Deal Teapot 

DaM• eaad r1w1J er .., .. tional aocmdatiOD.a. IA the face or this reoord 

he can not dGJ" that he baa charged tha 118Jor11iT llembera ot the Boazd 

with iaproprietiel inwl.'ring IIOl'8l turpitude. 

In hia attacta (plll't.icularl.T bis lett• ot J'~ l4 to Oqrea­

Uave:rict) Cl:aa1man llorpD ca.plaiDa that he is prn.~ troa aeoar1Jai 
.. 
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adequate iD.tora&tiOD to tom~ iJMSepedlllt jadgr=t of o.rtai.D upeot8 

ot the 'l'V.l prograa. Iet ~· aouidc-a his iD.tCIIl'M.t.iaD adequ&te to llllll:e 

II'&'" char~• ud ,..,.,au in•1nnat1~. tither h1a llbarge that 

'l'he perseautiOD coaplex which appears to dominate hill is perticular~ 

e'rl.dent in thi.s letter to Coagree.-n II&Terick of l'ebraal7 14 (writteD 

trom Clermont, llorida) • In it he interprets the ordin&rT edm1nhtratba 

procedures through which all aeabc-s of the board ca.rry on their work as 

devices spec1ticalq inveted as a part of a consp1.re.q to frustrate his 

independent inqui.ries. 

S. '!'he .lttac.k OR LaDd Grad CoU•Y• 

.ls an illustration of the Ohainlan' s reckless broadcasting of uzasupportecl 

cbaries ap1nst parSOD.s and aglllaiee, note how he describes the laZ1d grant 

colleger and count)r agct s;ret. in his let.ter to llr. II&Tericlt - -The land 

grant college organbatioD, td.th the CCJUDV llglllt 87at.1 i s a powc1\il 

political bllreencraa,-.• ea.pe.re this with the t.boupt.tul aa-au!atiOR of 

the Presidct• a Adnaorr O~ttee 011 ldllcation atter ita lciDg ud caret1a1 

StudT of the prograa of the l8lld rrat colleces ud the .t~Dsion aenicea 

and the reocrd of 75 ,--.ra as &II agen07 taa1litat1Ag cooperation ~ec 

• 

,. 
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the Federal l.ioTem•umt and the states in matters relating to 

6. Cnrlf)a!!iOD of !b1pk1ng &o1m in hie Concept of Diabopesq. 

In the couree of the hearing it w1ll be interesting to note that, 

to the Cha11'1118D, d1sagr-ent with hill is frequent~ cODsidered evidence 

ot diahones~. Exper1eoce bae sbo1111 that unless he is compell.ed b;r 

specific demand to uee the waro d1Bhonesv in its customary m•n1ng, 

he will use it in the epecial. Ani sense meSJiing departure fro11 his 

judptat aDd the record 11111 unintelligible. Ani typicall,y turns a 

disagreement into eTidence per se of improper motive or persooal attack • 

• 
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flab outo:r•oe ll for U.. JUJieM of Clnac a laoaftac n t.M 

cnn s)s,.u Gleb ~ •bon ot U.. ,._, ot tU ._., ... 
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DJQKER• IN ARKANSAS POWER & LIGHT COMPANY CONTRACT 

QtJES'ITCih In your letter to Mr. Maverick you made the following statanenta 

•The Arkanau Power and Light Company contract as presented 
to me for approval contained a 1 joker' which wculd have 
allowed the company tD bu;y prime power at secondary power 
rates. I protested strenuousl;y and got that point eliminated •••• 
The TVA eng1.mer who helped DB to ~e this .Arkansaa con.­
tract and W1o clisclosed this 1 joker' is a very able man. He 
has helped me outside his regular field in analyzing probl.E!IIB 
I have presented to him. After this and other services he is, 
I believe, baing p(inished 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 liOrd 11jokerll in the context of your letter and in common under-

standing is a serious reflection on your Board, and that interpre~ 

tion is borne out b;y your reference to the punishment of the engineer 

''llho exposed this so-called "joker. " What were the facts supportiqs 

your charge regarding the insertion of a joker in the Arkansas Power 

and Light Company contract. 

(If Chairman disav011S his intention of ohare!ng dishonesty 

or i mpropriety he should be made to state that his ser:l.oua refiection 

'118.8 baaed merely on the fact t .hat a contract failed to contain a 

provision which was adopted promptly W1en suggested., 

QtJESTION: Now Dr. Harcourt Morgan and Mr. Lilienthal, do ;you have an;y 

facta that you want to give on this matter? 
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FALSE REPORTS TO CONGRESS, ETC. 

QUESTIONs In your letter to Congres81118D Maverick you say~ 
• 

•Some of the reasons for Ill¥ concern are the explicit-17 
m:l.sleadi.ng and evasive reports, and in zq opinion, explici ~ 
false reports, which have been made to the President, to 
Congress and to the public concerning conditions i n the 
TVA, by a TVA director or by the two directors acting in 
unison." 

In view or the high trust llhich public officers hold in respect 

to the public, t he Congress, and the Chief Executive, there cwld 

be no mre s erious breach of their fiduciary duty than making wil­

fully false reports. 'What, if any, such reports did you refer to, 

and specifically what do you charge was false about thEIIl? 

(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 -:u to il:qui.re ..nether at the t ime such ~ 

ports were made he pointed out to the dther directors speci,fically 

llherein they were false and wherein they should be corrected . In 

• 
the case of too last annual report which he did not concur in1 be 

refused to give his specific objections thereto despite repeated 

requests for them from the otter directors. } 

QUESTIONs Dr. Harcourt "'rgan and Mr. Lilienthal, have you anything to 

say regarding these matter s? 
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IV 

SINISTER IW.PRACTIOE - "EVASION, INTRIGUE AND SHARP ST!W':E:GY" 

QUESTION 1 In your letter to Congressman Maverick, speaking of your oollea&Uea, 
you say& 

"There is a practice of evasion, intrigue and sharp strategy, with rsarkable skill in alibi and the habit or avoiding direct responsibility, Wlich makes Llachiavell.i seem open and candid. It took 11111 a year or more of close association to be conviooed that the attitude of boyish open candor and man- to-can direct­ness was a mask for hard boiled, selfish intrigue." 

El.s811here in the letter you refer to "misrepresentation, 

intrigue and arbitrary action." 

These 110rds ascribe sinister malpractices to your colleagues. 
I llailt you to gi.ve the facts upon 11hich this was based. 

(Chairman Morgan will probably list so100 or all of the following: 

(1) that the othe r members of the Board met secr etly and adopted poli­

cies; (2) that the policies so adopted 119re railroaded through &ard 

meetings without adequate notice and ignoring his repeated requests for 
further time to consider them; (5) that the other directors failed to 
g1 ve consideration to his views or show the respect due his office; 

(4) that they stripped hiJn of his administrative powers and juris­

diction; (5) that they appointed a general manager and other key staff 

members of their om choosing over his dissent and di.smi.ssed or other-

wise intimidated men loyal to the Chairman. 

U.s to the "secret" meetings and alleged ' railroading, " fair 
analysis of any of these alleged incidents llill develop that llhat 

actually occurred was clearly consistent with the proper administra­
tion of the project} that the infonnal meetings went no further than 

• 



proper collaboration between exaoutivea; that the Chainun ' a 

vol.UDtar;y aJXl extended absences frequently made action in hia 

absence imperative; that the so-called two- to-oDe voting con­

apl.racy or coalition agai.n.st hi:m was nothing more then the conti.Jr. 

uance by other directors of policies which he suddenly departed from 

and dissented on after Mr. Lilienthal's reappointment; that staff 

changes were pursuant to a general plan of reorganization adopted 

upon recommendation of experts in Government procedure aJXl after 

ample opportunity for stu~ and discussion by all directors, £or 

the purpose o£ relieving Board members o£ admin1strative responsi­

bilities so that they might devote themselves more fully to policy 

problems. 

(It should be observed that probably no amount of pressing 

£or details will bring out any facts l'trl.ch1 even as interpreted by 

Chairman lbrgan1 'l'll.ll support the i.apression of sinister malconduct . . 

lfhich his statemnt.s in the Maverick letter clearly convey. ) 

QUES'fiON: Dr. Harcourt Morgan and Mr. Lilienthal1 will you state any 

facts you have bearing on these charges? 

• 
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CONSPIRACY 

Q.UESTION: In your stat ement on the Berry claims, you said this ot your 

situation: 

"Tb a steadily increasi ng degree, however, I 
have contended with an attitude ot conspir acy, 
secretiveness Blld bureaucratic manipulation." 

What are your facts on that? 

{Chairman Morgan will probably give the same type of incidents 

on this as on previous question .) 

QJJESTION: Dr. Harcourt MorgBll Blld :Mr. Lilienthal, ere ther e any facts 

'llhich you have t o bring out on this? 

' . 

,. 
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VI 

ALUoliNtfd COMPANY CONTRACT 

Q.UESTION: In your letter to Congressman Maverick you said: 

• 

"With re~erence to the Aluminum Company contract I 
feel that the r elations of the TVA and t he Aluminum 
Company have f ailed to protect the public interest. 
I have protested t o the Board repeatedly on this 
matter." 

In t he context of your letter vlhich generally charges serious 

wrongdoing t o t he other members of the Board, this statement lends 

itself to the interpretation of a sinister relation between them 

and the Aluminum Company. I will ask you now if tbat was your i nten-

tion, and if so, t o support t he charge "1th the facts . 

(Chai rman ttorgan will almost certainly say that his reel difference , 

his only one, lias to do 11.1 th inte~ating t he Aluminum Company develop-

ment on the Little Tennessee River "dth t he projects of the Authority 

and that he disagrees with the ma jority of the Board which refused t o 

anter into a contr act providing f or such integration in 1936 on the 

ground t hat the contract v.-as tmfavo=ble t o t he Authority, and vlhich 

decided in 1957 to contract f or power sale alone without integr ation . 

~.UES'TION: Have you, Dr. Harcourt Morgan or Mr. Lilienthal, f acts which 

you desire to adduce on this? 
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VII 

GENERAL CHARGE OF DISiiOmsTY AND IMPROPRIEl'Y 

Qm:sTION: In your statements on the so- cal.led Berry claim.s you said tha t 

• the si tus t1on in the TVA Board was not due prim.arily to differences 

in power policy or to just another family querrel, but that the real 

difficulty was to secure "honesty" in Government . You stated tbat 

"The Be.rry marble case, as I have said, is en instance 
of this difficulty." 

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

letter to Congressmen Maveri ck, spe!lking of the present TVA situation 

say 

"In my opinion good government end the welfare of the 
TVA demand that the situation be cleaned up, and thut 
stunda1•ds of openness, fairness end honesty shall prevu1l . " 

Now I want to ask you, Chairmen ?.lorgan, what instences of dis-

honesty had you in mind \men you made those statements. 

~Ul:.STION : Collillencing over e year ego , Chairmen Morgan, you have made e series 

of statements which seemed to atteck the propriety of your colleagues ' 

cond_uct end which they have regf'.rded as impugninc their personal 
• 

integrity. Your public utterances have culminated in the lest fev: 

weeks with statement s which unmistakably and uoequivocably attack the 

motives end persono.l honor and integrity of your colleagues i n dis-

charging their public trust . G-enerully speaking , and I think 1 t is 

only fair to say that your statements must be interpreted as e whole , 

their net effect is to place a heavy cloud not only upon the other 

members of the Board, but also upon i mportant operations of the 

T~nnessee Valley Authority. The press has been pr acticolly unanimous 

in so interpreting your attitude as reflected in your public 

J 
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utterances. You have never publicly retrl'oted or corrected the 

impression you have given. I think you have a heavy responsibility, 

therefore, to support the position that you have taken and that has 

been so universally ascribed to you. I t herefore must ask you to 

say whether you have any other f act s whatever which you had 1n mind 

i n making t hese serious charges of dishonesty and lack of integri ty 

and in broadcasting them so widely in the manner in which you have 

done and in acquiescing 1n the interpretation which h~s universally 

been pl aced upon them. 

• 
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We now come to the ch es 1'1hioh Dr. Harcourt A. M:>rgan and 

Mr. Lilient hal have made egal st Chairman Morgan . 1bese charges 

o.re contnined in a docu;nen1; wh t hey submitted directly to me 

on J anuary 18, 1958. test authorized its release. The 

charges of Dr. Hs.rcourt A. and Mr. Lilienthal appear to 

relate to certain specific s set forth in this document. 

I will now ask: Dr. Harcourt I. rgEIII and Mr. Lilienthal t o give . . 
me the f acts u.;>on 1mich these s were based. I Wflllt to remind 

you gentlemen agai n that I am f acts on t he 

fundlllllental issues. For convenience, I sugaest thut 11e t ake up 

t hese chttrges in the order in which th y are listed in t he 

memorandum of J anuf:rY 18. 

• 
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PUBLIC ATI'ACKS ON BOARD 

QUESTION: The first is: 

"It is not permisaible, as Arthur E. Morgan has done 
repeatedly in published etat~aents , to attack the personal 
motives and good faith and impugn t he integrity of his 
associates on the Board, not upon the basis of direct 
charges but by innuendo, indirection, s:~nd aspersion ." 

Vlh!it are the facts upon which this general chHrge was based? 

QUFz.riON: Chai!'tllan !.!organ, have you any reply? 

. . 



• 
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II 

Q.ULSTION: The nerl charge in the memorandum ot J anuary 18 reads ae 

f ollows: 

"It is not permiasLble for Arthur E. Mor gan , as en 
expression of disagreement, to engage in unsupported attacks 
upon the integrity, professional ethics, end competence ot 
key members ot the staff, end to harass and interfere with 
th~n while they are carrying out duties r esulting from de­
cisions duly arrived at by a majority of the Boerd ot 
Directors ." 

Dr. Harcourt Morgen, and Mr. Lilienthfll, upon whet facts was 

t hia charge 11\ede? 

Q UESTION: Chairman Morgan , I should like to hear your reply t o the facts 

on this lllB.tt er \'lhich Dr. Harcourt Mor gan and Mr. J..ilient hal have just 

stat ed. 

.. 
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III 

FAILD~G TO CARRY our BOARD D:EX:ISIONS 

QUESTION: Dr. Harcourt !.forgan and Mr. Lilienthal, your next charge i a 

that 

J 
"It is not permissible for the Chairman of the Board, 

efter Board action has been duly taken , to fail and r e­
fuse to carry out explicit action taken by the Board." 

Please give me the f acts on the speci fic instances, if any, thnt 

you hed in mind in maki ng this charge. 

QUESTION: Chairman Morgen , >.tre there any facts t llnt you desire to bring 

·out on these matters? 

.. 
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IV 

COLLABORATION I.I'IH PRIVATE Ul'ILITIES 

QUESTION: 'lhe next two charges of Dr. Harcourt A. Morgan and Mr . 

T.ilient hal are apparently related . The fi rst of t hese reads as 

follows: 

"It was not permissible for Dr. Arthur E. Morgan t o 
cooperate With a utility executive in the preparation 
of a memor andum, the express purpose of which was to 
show that a :rnrticular decision of the Board was wrong 
and acti vated by improper motives. " 

I t llke it you gentlemen meant "actuated." The second s t Ht es: 

"It was not permissible f or Arthur E. Mor~an to collabor­
at e wit h t he former chief engineer of the Insull utility 
systan, t n the preparati on of a detailed recommendation 
on a power pooline policy, which report pr~posed eva~ions 
and violat ions of the TVA Act ; nor was it permissible, 
during negotiations, for him to permit such report to be 
made availabl e to the utili ties." 

Q Ul!STION: Chair:nan ~rgon , what is your reply? 

\ 
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"ROLE OR RUIN" 

Q.UESTION: Finally, I interpret t his docUDent of J'"e.nuary 18 to me.ke 

certain other less specific but nonetheles s fairly clear charges on 
I I 

which I v;ant whatever other facts you had in m.tnd. You illlply that 

Chaiman Morgen is actuated by "the doctrine of ' rule or ruin ' " 

end "per sonal considerations." 

What are t he facts on these point s ? 

Q.UESTION: Chairman Morgan , do you wish to say anything as t o this? 

• 
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ex-Uca ot t• ! , V. J.. Act I -'A Dot ipar'e ob&rpa ot clbbo-lrt;T, 

,?;-
bad faith 8Dd OOD&pir&q 111.- ~t1e11,~ • '*"a; f• 

.ir*'m of asuaU1ea I" 'as ... , KL t'*I:Ueo =of Q: z r•'b+J'*''' • 

. 
':.-

~ 
~ 

':t ,. 
~ 

"~ 
~ 
~ 

-~ 
"" ~~ 
..... 

- .i 
'{ 

J 
I . .. 



II 

tbl!l' lad •de,•·••t.I'L..•t-•' .... s•tllo'.,.,, It .. ac.~; a foaal ~ prooMdtnl 

C\.. 
bat """ ld.llpl8 .... ~ ... ~to pt tlall v.au. - to lat ... 

OGIIfrollt tlall otll8r md Wl bh ._, 1a If llt.ftiibt-t~ J~ant.aoiiDioU w,J.. 

' 

bia fallow directors. I aalled b1a attett.ca to tlall fact tlat the siat at 

bia ca.pl.aint 1n regard to t1w Jandl1ng of the Bc-q .arble ol.aiu appeared 

atataaent to the effeot tlat tlw ••ating h not, md 1n tba 111otare of tla 

caoe eaanot be, e effecUYe or uaet\11 fact tiD41ng occaod.ca, !o proper~ 

qJ 
tNbet&lltiate tlall olarg .. h not the 'IIOril: of a wom1ng, • lib.. aa wbether 

1\ 

he had uq rea- to balian that tlall laaring ~ be ocat1M4 to a IIOl"'l1nc 



--·to do-· ... hlh4 to "PlT· 

~ ~orlt;r ---· .......... t.b• ..n.tc wll1ca tMiT lla4 .... Sa 

' 
tiM .....,. -.r'blA olaiq -· •• ...u .. twr aou.. .. tM Arlrauu Pww . . 
A Llpt ~ ocatraot, 1114 ca tM .,wt_ 0 J ; -v..ot to 'llll1olt. 

•· Arlt•li.,.. lla4 nterred 1a b1.a pablUbad nat.cU. t 001114 aoil 

).. . • f <J.~~I ~ 
apecrt; • _.. adequte ap1 •tU.. tbtD tlt.at wlliclt. t.blir lltde, fb 'l'in ~ 

A 
E= 

tM tillDrt 1114 Ntllaal ~ • Arimr llarpa to mlait. t1t.e taote 1IPCID 'lld.clt. 

lt.e relied to mpport bit obarpe. 

I the atke4 t.be -Jorlt)- -•• to preeet tlt.e taott Sa tlqlpOrl 

ot tludr cb&rgwoe apiaet & A.rillar ~PD• 

theea articllla or ~~~~· were 1Dtacled a· o=i'd 'c1·' r '= 11 t r • to 

' 
illplp the ...Une ot the atJorit7 ot the dl:reotara, 1t 1.t Cllaar that tht 

c 
IIOl't rec .. t pabll.o atataeata ot .. Artblr llorp~~ to *ida tlt.e atJori.t;J 

do 
••*• aleo Nterred; .. aa..U tlt.e partoll&l boaeet;r 1114 1Dta¢t;T ot the 



- 'or tile ola1Mat•H> M1.7 ~. 

1lheD tbh prooedm'e ... propoHd at a Board Met1q /Ill Artl11lr £: 
ff:;::" 

llarpa o'bjeet.cl to it. b a -• or • 'board be bad a ri&ht 110 to do. Be 

the .Ailtbor1t7 to oaat. .. t the olaiu. 'l'lle -.lor1t7 -••• ooneoi01111 ot the 

1/JI CAJ,JJ:;,( {,t.zt lh. rl~1·ft t 
hasardJ or fiA7 lltiptiOD aD4 D.0t lle'f'inc A8 ,._t 'l Wci 81J¥ ..-14111oe 

'l''HvV' ft,!r ·• 
ot the bad taitb whlob th8J}, 11U11peoted1 were eq,uall.T witbiJl tbeir rilht• ill 

/<1/v~/ 
Yoti.Dg to ,.. .. , 1 U: the procedure suggested b7 the Allt.b-

'1 

o012Dael clittared with b1A em teclmical points or legal procedure. It i1 

ae a laJun lie eamoot adequatalJ Gplain to - ~ h11 coll~e acted 

aocue h18 oollaque• ot groe• ld.IOODc!Dot in the benclliDg ot a law Rit • 

.£;- in 
._ Artlmr llargan' • wbole attitude toward tb11 inq~ 1t•elt 

pYae cre4..,oe to the charge thet be llaa 'be.., 1IIIWi.ll11l& t o cooperate with 

/l(;CTAl 
hil tallow dirl0tor1 in the a4111Diat.rat10D or the Ao) mull\ h t.peructall7 

l 



• 

_,, llf) I hat! zum ¢1 ) bt ll I Ids 1 s •1'' ' '0 ttrr to ..,. 

Qs=r ¥f dir"• " 1 w = e;;w ..... , t '""'*' 
N- n'i n .... 7'ii.~tM , ... ;.o;~~ 11 •• / tlt'.dt~;~/it .. .'.;, 

I b&n tried to be JdDdMCII tile debt thAI po.bllo owea ~rpn 
J.,., l1iJ. . ~ 

tor put eenicee, o! bJ.a ,.,,. o! the ~teo11&ell ot bJ.a - 0011rtct1011e, 

aDd o! thAI paticce with which the po.blic i.lltareet d_...se tb&t a eituatica 

ot tbJ.e IliAd be worlred oat it j>Oaeibla. I b&n tllare!ore etruuled with tbie 

b ~Job~ fl y 'tlt.l\ 
probl• tor • ·sa ' • ADd 1.11 ita pru .. t acute !ora t or aix -thAI. 

- ' 
I 1 1 1* M' h' Co'-1 J en' I t' · I b.ne beeD pat1~7 

1 , rx~ ..... ..:.. "' .;._:_:r- ~ .. ~, ~oj ... r,;., •• L , 

{(1\.{ b I beve aa1d betora, I aet CCIIlllidar the poa1t1oa 1.11 wbJ.ch Dr. 
( . -1 9t-"-'7 .. 

Harcourt llorieD aDd Dnid LilleDtb&l !11>4 tb.ueln a . eo. deciaion on tbia 

~:­
record 1a due til... It there ehoald be no dec1 lion attar .. .&.rthur llorgm 

b&a retueed to wbatantiate bJ.a cran and l.ibelowo cbar1•• qainat til• 

4"tl )t•·~ ........ tl., 
tbe7 woul4 be det1DJ.tel,y - aeri~ inJured 1.11 tba1r ri&bte aDd eteacl!"l 

A 
aa o1t1-. and pllbl.ic otticiW • 



oar. tlat tll.e law. are taU.Iahll1' -.ted U I elloal4 ~a--

.... ""'-~!~ ;.,.,AI- ti ~ 7l:"l,:u/, ~ 
awpportec~ ollerc•• f~rN 4 ~- two ottioiala wbo '-• 

• P ' 0 ooor-atiu. tile d11'1'icnalt tuk ~ dirt4e4 autllorit7. _jl{t" ~t, 
A.t -·· t- " h"" 71(;:::- ") 
...., a r.oalo1tl'AIIt ~oop&Ntin offlo11l.

1
{r•adoa to aabot&ca 

...,.._tf or-aticaa at a oraoi&l tiM • 

• 

1 r~ecybod7 &lid r~er)'tlliD&' elea molTed. I tberetore tell. obliced to 

aot. UpoD tba rlidence 12.011 before M o 

OD tbat mdcoe I aa obliced to t1Acl tllat l 

-
(a) 9 .lrthur ~pn llaa failed t.o .,..ta1!4 tlaa IN"• &lid 

" 11 balcrua ollarpa ~ dialaaDeat.:r llld want ot U.tecrit:r wbioh be baa -.de 



- -- ------------------------------

...u-

ep!ut b11 t.UO. 4ireotonJ b11 oc.laot ill WI NIJI"Ct 11 ~ ~ 

(II) oa tile taoe ot tile reoor<! tba obarse1 ot tile otber 41reotorl 

E /~)'-" t.Jf Tt:. mlivjt ¥ 
that '- .lrtbar llorcc bea obetruoted tbe work aD4 t 1 • eel the or.-

1Mt.1oe ot f.T • .l., ....t be aooeptecl. u tNaJ ~ bu retued to 

otter t .. ~ ill 4&1al ot tbe obal'IIIJ 

h\. 't1:-A..,.. r? 
~Me tellow 41reotor•• 

cberge1 which be bu ID&de iapngn111g the IIAIIlest;:n good taith, illtevit:y 

the 
aasuranoea that be will ill/future lo7all7 cooperate with hie tellow 

41reotora ill carr:yil!g out the prorlai011e ot the T.V,A • .lot. 

I ....., ~ tbia request :t: bia. 

I hope tblt. Ill-• .lrthvr llorgu will 110t ake it 1110118&17 tor .. 

to tab .turther &ot.iCD. 



I ~a ... 1.- coatrceted tor - ~.We nth a UlNa\ t.o the 

ccmu..u:c!~f:tf:::ta of 

" 

Ia J.....,l')', 191S7,
11

1n a public •pHCh and llrticles 1n U.. poblie 

~ (:{~.~ .... .. 
,....., Dr, Art.bv I. llorpa, Chd n • ODd em• or three .:a• bar• 

11
or t.be 

Board of Din c\oro of tbtt .Aa\hcrlt,r, M""'ed to 1nU..at.e - l:ut d~\ 

•pec1t1catioaa cr oupport.iag eyicleoce - tbat he dov.btecl tbe integrity 

Q...uNt A J- «f-.-ttm 
of bia fellow a•bars, , 

Ia "->l!llat., 11157, e.pin in tbe pobllc press - l:ut aga.in 'ld.tbout 

v. ~.in "-~~1...,. 
apeci!"i<:aUoes or eapporling ..-idence - Dr. Arthur~ »crgan s..al \o ~ ' 

ill:tiu~~ he dov.btecl the 1ntegx-1tJ or bis fellow ..,..bars , A-.; tbie 

tine I wrote b1c •• f ollon• 

"!bat t!wr. 1s a nry defiaite ohli&atioe em 10Q 
e1 tiler to l<i.t.bdraw what 701U eolleaguee belie"" to be 
aa inpopiag o~ thlli.r 1ntegr1 t.1 cr thn t 1<lll pre..,t 
wtat.o...r •pecific f acta 10Q aq hnft, 1.!' IIIIJ'• to Juatit;v 
"1fN7 otet.M•t.a. • 

Ia r•!'11 Dr. ArtJlar llorpa Worsed ae thnt &Ue he ..., biahl.T 

critical. or t.be .. rt or bia collea.,au, he bad 110 1nt•t.1cm or ,_P'P'•I 



~~(V(A~ ~£;, (/ 
-~( t£-# 4Crf /dr,~ 

• 

. lc'~ ff.4~' 
~~~~ 
~~ , _,..., /1 ~~~ ~~ 

-



h aU. or r.Y.A. Uld requeet.c! ce \o ~ • bb belllt.U. l v pd 

~ ff:.·~~ -~~ \o OOIIPIAt. ~~ ,_.,-iu U• 

~ -" 4/1 •• ~.,..~ ~-~li ,u.,. (<-tw-r. .~ a(~\..<-' 7 ...-.- ,: 
or *h' •* e' m e • lin•• as , J 1u tbe supc;t or • p lal 

C"V't.*• a' swpaJ ti OD adiibiMU M 'ltllt* I bad -~ W t;M ,_ 1111 

•• ot. st.aU in a law ..Ut. 'broupt b)' elptoea uUli\7 c•~•· DariJic 

~lit1cat10D ~0r u 5 

. 
..:lt.bout pobllcity, oa atN.eial aMo~ eaepla!nbg or certain 11J1410.I.tio 

~ ' •.l.,!..,. • .,~ .. vr ·~ ·~ 
ll.inde ot ~mpanolaalba coaduct 1.a tba par t. or 1tla ' '" *"* • in-

' I 



. . 

• 



'E 
~~1te ..., loac ,...--1 trl...S~p tor !Jr. 4rt.bar Jlol'CM a4 

,. 
' I 

..., appreoiatJ.a or bh UAil poabUo Mn'lcaa 111 t.be ,...,, t.b.l.• aou .. 1:L ~ 
J 

ex-U011 or t.be f. v • .&. .&ot I a.ld DOt 18DOI'• che.rges or dlab.-aliJ, 

bad raltb aacl C<lllapiraor 1n ~ acainht.rat1Cft '"' .,.. 11 1 atli e agiWitiJ. 

t rAt.1011 or neouu .. .,_clu doeo DOt relt.n •• oJ oq re..,..aat bU1\l.u. (.. 

( f-t~~j I I,. I > 
I • • 

I t.beretou ·•-d U.e thJ'M aeibc• or t.be l!oud of t.be 

., 



'f.Y.A. w appear betare •• • 11ut1a uu., r ... to r .... wlt.h ..a. ot.ber, w 

tbiiJ !w.d • d • ""'teiiiiiPIIGlCIIIII••v. It •• ... t • toaal ~ ,...._.,., 

I Jal'cmoad tbe ae •• bera tbat l •• ooaaeJ"Md at. tAla puUcaltor 

inqu.\1'7 aot wltb the .,..... &lid COlla or T.Y. A. pollciaa , lat. wltb t.ha1r i 

, _ _dj_ m.L ~ --.U aloal'pa ot cll~at.JI\UICI sa 7 J alnaduot..r--~ ~~~. 

~vv t 
I t1nt lr.Uad 11paa Cbaifta ~:or.- to a bet..U..w wltll t ecta tbe 

1'\ 

Ida r..u.,.,. director.. I ealled b1a at.tADt.I.Oil to tbe t act that the cJ.et ot 

st.ataaeat. to tbe etraot. tl"llt tba ._•t.lJ~G h 110t, &lid 111 tbe DA!.Va or t.be 

•• 
and wbet.bar bl .-ld be pnpared to allaH t ee ta i t ci.,.. - -* er t • 



~~ to do ao, be t a1led to repl,t. 

E 
Dr. Artlw' 

11
11orraa bad referred in 1111 J*blhbad atatec.•t.a. I eo.ald 110\ 

upect. a ...,.,. ad"'l"&te uplcaUao t.ban t.bat. 'lll1dl t~ ~~J­
E 

t b• !&Uan aJid ret114al or Dr. Art.bur,~~Mara- to •'bait. tb• faeU ...... 11!11cb 

be relled to aappor t bh cba~pa. 

I t.b• a lll<ed the l:laJorit, a eo:1bere to preseDt tbe raets i ll a~pp0rt 

E. 
or tbeir cbarrae a p.i.oat Qll( A:-tbou·~~· 

The aaJol'it.r socber~ f1rat ref e:rred to a ..,..ber of IUs publlebed 

articleo 11nd spaacbes durinc lli~7 llhieb t.hq eont•ded eOiltAln .. .,pp>rt.ad 

1"""- ,.. , •· 
Whether" 

these a.rt.lele !! or l!peeO~a were 1ntmded oe ns·J f:zlsl; Iss ts cod to 

1Jipup t bo ooti•u or tbe u Jority or tb e direetcre, 1t ie cluJ' tbet tbe 

IIOX'O recent p11bllc otatom•t• ot Dr, .lrtbur llor(OII to 'llhleb tbe aaJCIII'it.T 

••bera ol eo refe:rred, 'to aaoail t lw per-u hooeet.T aad lAta¢ t.T or tbo 

t.~ •• 



1D U. -• or do.U•w aad s...-w.t. -•w ... u... be'- tile .WU..I \7 

~d; 1! 
aDd print. #'ltti .. Df. "'"'*'-~--bad pdnw c..rw-•• • d --~ 

tin poorer pvc!*-• wit.ar. • el•Vioal eq1ds--t ..w'eo-., oobiela-

. IW.lb ,/u...J;_,_d_/_ ~._....,,/ 
Yera&U~ aad c..t-•• ai&btlt-.,. ~\be~ 1o OUI7ial 

f;(;;;" 
cut tho decuioas or ~ -.Jt¥rit.J7 ~ ,e~ 

lbe U.re h cl1-eioa wla.la a .altiple.a...t.cr eucutin, U u 

B. 
doubt u to the nroprU\7 or 11 -bor or tho thillc• which ~ Anb\li'AIIor.-

' ~<.- cw.;. • I. I'~ g'./'r t,.L.. 
<11d 1o aD orror t to creato a eiwaUoa 1.n llhieb bt a o• Jde" ·.C.nll t4a 

J"/; ltc- ·"'··-~ ~"'' -;;~ 
aeeoptonu!~ lo loa& u -.. !love l:llll.Upl~ecl "da1oiat :rat1n boo.rlt., bno,_ 

r . r. / ~ ,-
A evory .Ja~~.bt ~ • a Clo ad 1o !'n or or J!f: Aru.v.o'( lor,... left'l'tbeloN, 

_.,._,_t,l.M~ .... y 
sipit1e8Dce doen attocb to tha ~ or ~•*'iun.ancoo 1o ..,lch ba ~•••..t 

-'\ 

lnto doubtfUl terri ton:')', 

·'~ , .. /¥" I 4. ~ , ,_ •/ 

, Tbot u j ori\7 .... bora WIO pl'OUered tad• t.ldllne to 11-Gw tbat. 

£ 
~ Artblr aorpa 41d oot Hnd a t.el.elft& to .. ""'l'M t r a rw •• a 



• 

_,_ 

1A oJ.plN.caace. 

fhe oaJori~ -•• abo :ttfc:t'racw t•4 tw; to 11unr- l Wllk 

t1•a atttl !.Vool :••••·' dt•rtac z t 6CiifiituUiliil Uli:lpt1cm. To the 

7- i .4 ~~.,.f f!~., I~ ,.:;r 
d!IOOddJI or ~~·c._=d,(t'lllt''llwo. .lrtb"!i llcrpn fi• e end.cce ""d apao11'1ca.-

t1caa, the latter Nt'IUied to llllke reply. The l.Atvrercce :reaebed tho poiat 

that epeeial COW!eal tor the T.V,A,, the Beo~ JohD Lord O'Brian, i'Ol'llerl.y 

• .p,{_.._ h l !' t ! tt ~.-' 
The Aosietant to the AttarDo)' G.,e:ral or the lhlitod States ur.der a '-rshae.., 

felt il>pallod to orri~ the Cbairmm •• follow a: 

•Du.r Dr. llorpn1 

•z blln 7aur letter or lleeuber so, l9S7. 

•Prior to tbe trial aDd durJ.nu the '-rial I ba.,. o.ct1ft17 
partiolpated 1A a~~d be. ... cloeel)' obHrnd the pr.,.....Uca aJid 
presentation of tho te&tlaaa,r. Sial>• receiTJ.Jijl' 7fNZ' rec•t 
letter, I lave op:l.A e=• over tho rue or Jl4terial CODC...U..C 
the prep&r~~tion aAd pre.,.tetiOD or tho on~•' te~ 
1A the oaao 11ow OD trial, aad bave talked .t th tbe ~tt.or.,. 
aJid llleo with • !Wabar or the witoe••••· "• .. re..Ut, l. .. 
IIIGII'O tbolll eYer COiltirMd 1a the opimoo 'lb1cb I pre'l1ola~ 
apro.sed to 70U the t the CAae Ia a be-. lwld.lad llll;b -..u 
abWt)' ud 1a aocordallce with tha h1gbaat at.ou.dal<b of iategritJ. 

•tour a~aar, .. , coalog *ll• the O&ee •• aotiftl)' a trial, 
baYa bad a dhi"AJtiag 11ztd 4-ellsia& atfac\ ~ aU tk 
attomq• lAd upoa tba oaadoaot or tba .._tberl~ • -· lner 



cuetlal N'lin or tbo aotwrr I. .. caY1Acecl that U.o ob&r po 
- t ban oriclaW Sa .,. ai .... er•t M•c ...s ban .. 
.-1 toadotiao Sa f&e~ 1M • '*' -...t t. bo det'ialW, 
cl.....S -.p Sa JuUa. to \be la..,_. ...S al.8o Sa JMUoo to 
tbe atlloritJ' • co• ~cb ....s. u... boat orrort. or all or 
tbo a\~. .la all 1M a\t..Mp an - ..Ser '""' 
a\nta 1A t11o •t.oce• or \bit Vial 1 .. wri\.lac to aa 
whether '/OJ. wUl ... , cl ... U.o rooorcl &IIIII •• , "" .. ,...,., or 
u.. 1ego1 .wr tn• r.... • _, IIM'IJ ..s, 1 uasall, ... ..,.... 
rat~ted bo>rcla or IIUie'V at tbh crlUoal UH. • 

Tbe T.V. A. ha d c t.nlttod t.bo ~t or th11 iA,onut U t S&aU. 

there ::.AJ m•• bee wita tbo ..,ard •• to \be coodlact or th1e Ut.i,..tlao, 

cO\l r.sel rltb unotb1eal pt'Ofooe1oanl cOftduot, tberolJT, cQDao1oull1 or liD-

coouoioouly prej ud1c1c '· the cuOl or tb& GoYe.-...t • 

• 
I coou:lnded the t1rat. boar1a,g, oo <larch lltb, ao t'llllowt < 

•It tJw: e 1• ••tta:has t attlllt I liilit to ....Xe c:eo-"fi"'ry &w€ l'iu.l 
e\at r t. ·1 b>YO 110" board U.o cbarpa aad ccrantorebargu or t ba 
T.V • .&. lloerd. I bave ondoucrrod to ~Ye eacb aide \be oppor111an1t;y 
or UAeweriDa ~ c.,.plaioto or tbo otbar elda, F...aklJ', -1 .. dia· 
appoiAW tbo.t 'toi:tlae llorpa bao DOt ADewer.d bJ &iYJAQ • 1 tact.ual 
AAifWl'l to tbe ~oeUao1 wbiob 1 .. YO pUt, t.lt. I bDpo tba t. Sa tbe 
oou.rss or th e DOxt "Mit Oba1-e ._.i• lllll roaU~• tbat. i t b or 
tbo utDOot ilopert.aoe to tbl .....U..Uoe of tbo work tbo\ bo alDWI 
ropl7 to ft1"1 wplo toctu&l ~.Uoea. 

' 



• He lbaW.<! bno w.rr CippOI~If' *» to do, Jed, tlllretare, 
1r it b a~oablo to bU lUid to tbe otbu t• .. ,~., 11bo al• 
•T -t to ..,._t addiu-1 tact.•, 1 11111 Mt a re.-pUoa or 
t.h.b b....U.g ~or a WMk tro. t.oclq, Frldq IOOJ'IIiaco at u­
l'clock, ADd lr )'OU C&H l.o ~&J' 1a p411'- Rt that ~ it 'IILU 
b8 •UMl7 O£NUble to ae, J.t 7'1a preter to aab81t 18)' taotu.al 
N)ICII't io wr1 t.1q 111 tbapt appurio£.. ue 7'1a1' o• J•cipat. • 

.\ 1eoood b8oriog ... .; acc:«'4iqlJ' bald, • llartla l8tb. 

• .. 

to .now tbo.t tbe ilerr)' •rblo clal.::le ......, --waso c d tbs~ tbere no r easaa 

to euopect tho - t'ides of tbe eleia.o. lht tberu ~· before ,.,. 

tbat t.be .t.aJorit,y auber or the floerd o .. r cont.-led oltber ~boat tbeae 

.lr 
eemed about tb• &I •• J!r. .\rttur llorgaD J tu>d tbat tho ~nl.' s eounHl 

oo lobe srouad that tb• Jlllrble .... co.uercially Yalualeao and that tbe claS..a 

t; .• . / ,_, 
Tbe Mjol'i~ .... ~ •• llCtio£ oa tile ndrtco o~ eounMl, 

lt. -wi t c d to protect ra tlllr tbm lurt tbe Gooren..t.'• cae• 1t • illd .. 



,__\ Gpc-t ...tw a - Ui&uca ..,. , t. • «• a r epon ;- t.be •allle 

~•<-M1~'"h or tbe eubla daporih wl\bout p J " _ , 'a' 11 or tba a tlloi'U:r 

or-. o1at-w~ ~ O , 
Ill• t bh pNCIO<!'ara -. propoao4 at. • loud - u.c ~ ~ 

11or..., obJao\o« to u . Aa a .-bar o! a 'lloanl 1M bad • rtcllt ao to do. lla 

~~l .. ~t.be\1 de&pl\0 t.be ft!D'OOI ~ oC tiM I I iM '10 

.:t-..,._t, t 11011ld 1a - ft7 ad:\'•MI.J aN'aot t.be ll'ip U oC 

the at.borlt:r to ccahat. t.be cla1aa. !be llll,jorh7 --..., oOilMiaoaa or tiM 

buarcla of 0117 UticaUOG and not llarloa •• ,.~ 11111 ~ "ld-

or1t7'• co=ael. rho"• 11 not t.be allghteet buia tor nr. lrtbur llorcan' • 

~U.C bad f ai th to tile • Jority -kre beeanu they and the l.l:lthorlt7'• 

MUDeel dltfered wlt.h h1a on tacbD1cal pointe or la&al proce<lurr-. I t 1e 

• • • ~ be oanoot &dequat.al7 u plaln to • ob7 b1a collaqllea ac ted 

11 ... oro«- to tiM obea• t bat be llu bMa ..tWq to - pvat.a wltb 

~/ /<--hie f.UO. diraotora 1a U.. edlllaht.nUa of the Aot. _.~1& ~t.all:r 

, , 



., 

.nd ot tbe pat1.,ce with • hioh the public lntoroat deunda t lult a eituati .. 

bu reru .. d to oubet.antiate hil IJ'&Te and Ubelo'U cbare•• aeainat U>• 

~.tk,:·~•\Mt.~ 
\.hey • ould be defizdt&y/ flfP ...-lou / lillJ'Ql'ed in 1.1\ 1r r isbh aad et.andt.q 

• • clti...,a and pul>Uc o!tloiale. 



.,.._tal operat1ooa a t & arud&l. u. ... 

J'iDallT I llllat u.o CODi lder tile COilBI!<;UOilCU or par.! ttl.nc t.be 

worl<J cc r.ru .. &eeollllt&b1ll t7 t.o t he Clll.et hecut1ve for ~ Ill. a actlooa 

# ~ d.t.~tL I • (. 
•• • ••~r ot the Execut.iYe lr&Dcb, wen thoUgh tltet acUw ewali4tikc 

. . ' 



' ' 

(b) Ua tile r- o! tluo reo<lt'd tbe C1bargoa ot t:ll8 other clU':•otora 

£ 1:b_~(2 
tltat Jr. Arttmr llorcm bu o~tructed the Nrk and~? ' .A tbe or,..,_ '0 

h at1GD or !.Y.A., .... t be aeoept.ecl u truaJ 1Jt.ll k baa retuaecl to 

~~~ 
iD retueine to w~t to the Chiaf l.z:ecutinl\ul" tech u/6n wbiab he._ 

) , " 7 -~ - ,8 ,. ,. ...... -~ 
base tllz&ed ·t tba u zr A liiGthal cbargea of dlehoue.ty ad want. ot 1at.ea:rt\J 

··~ tt,, ~~.,.7 1') Ill 
~ bio r.u ... directore. 

Onder tluoae oircnaetmceo, I J,!;L'z:it ~ .. u under tile paiDtul 

I') .v--1 p 
dut;y jlo requut 1110. .lrtllur llorgaD ot once publicly to with6raw the 

I) 

abugeo ehie.b bo baa M.do iapuJDiog tile honoaty, good f 6ith, lnt<tgrit:y 

and 110tivu of hia follow direetore and to £1Vo! thi!JI und Lho Ce>untry 

the 
aaouranceo thet ho will in/!Utlll'e loye.lly cooperote lriLh bit. f ollow 

diroctore ln carr;y1Di! out the jlrovi e1ons of t.h< T.Y.A. Act. 

_,.,.,..,/w ~ 
1 h¥"0 de thi• requaet n b1a. 

Ir be cannot aocedo, lt l o b1a dut y to reliJD. 

I bope t.l* llr. U t .hur llorgan rtll not .alee 1 t nece .. ery tor .. 



' ' 

(last paragraph) 

He has had ample time and opportuni t,y to ruake hie 

decision . If he determines to follow neither of these courses, 

I give him until 11:00 tomorrow DIOrning, Tuesdey, illarch 22nd, to 

present to me, in person or ln writing, any reason why as Chief 

Executive I should not take further action in the case as a necessary 

result of the findings which I have just stated . For your information, 

Chairman ~organ, 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 . 



(To go on page 1 - end of third paragraph) 

In April, 1937, a special coMmittee of ~xperta on administration 

organization recommended certain admini strative changes in the 

internal organizati on. The recommendation for a general manager 

followed the suggestion of Arthur E. Morgan, but when the recommends-

tiona were put into effect b.Y the Board he could not agree on the 

sel ection of a general manager . 

-------

* . 



f • 

THE T, V ,A, I!IVESTIGATIOI 

lldca or the 

iA A~c """/--4oc 1-J.•K 7}': !Lrf-­
t. • I ha.,.. a right to UIIUIUI t;UIIa·'- that ft'nl7 -ber or the 8oUd 

" 
bell..,..• in the feeeibility and wiedom of that Act? I have a right to 

r"'w"l ~~o .- f..~ f>f .. tTf/J 
::( aeswne that """17 a1111ber or the Bolll'il .a prepared to do hie part to 

3 

p 
cooperate wl. th hie fel.lo!f ••bera to JDU:e the Aot 110rk, I have a right 

to usume that e.,..r;y 111•ber of the Board is prepared to recogpi:e that 

a certain &ltOUDt or teamwork ia neceeaar;y to 1181ce tha Act eucc-.4? 

But there are pereone and powertlll intereate that ...._. 

~ 
profess a,._bellef in tho reaeihility and wisdD!II of the Act. There are 

persona and powartul interests that are quick to seize upon the eioplest 

acts or elighteot word of m""bere of the Board to diacredi t the adm.nietra-

tioo or the Act. The open diuaneion and peraonal recr:lJilination IJIIODg 

acabers of the T.,V.A, baa reached a point dere the successfUl adm.nie-

tration or the Act 1s imperilled. No one 1ilo professes s belief 1n the 

feasihilit:y-and wisdom of the Act can view such situation td.thout the 

gravest concern. j / ~ / // 
:1 ,;'- /n. t .,~,j j v.;;: tt.>7t>•·· ..1."/'' '(/t" '3... ... ' vdl/; f', ~ ~ v-11<1£,......,., ,~ 2 I~' /f-1', /Lc. 

Effective administration requires action. Tho ao on of a~/ -H. 
''111/ff'• 

'• 
Board IIIWit be determined by a majority or its meabera, A a1nority hoe 'l 

the right to record ita dieaent, publicly if it delliree, attar aotioa 

1e taken; it has a right by fair persuasion to seek to obtain tbe 

• 



' 
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adopt.l.on cd a d11'terent course ot action. Int., nei.ther a majority nor 

a lldnori t)' bu • right to cake public d1epla:r ot peraonal internal 

d1t!erenoea to the point where effective adminiatration ot· the Act 1a 

jeopardiud. 

I have reluctantly become convinced that the work or the 

T. V.A. Board ia now being impeded, and that the real i ssues or public 

policy which may exist BJ!Iong its members are now being obscured by 

personal recriminations . It is intolerable that issues or tunduental 

public policy abould be confused with issues or personal integrity or 

IDiaconduct. It is intolerable that either majority or lldnority =embers 

or an adiDinistrative bea-d should ceat doubt upon the honest-.r. good 

faith or personal integrity or their colleagues or should charge any of 

their colleagues with iolproperly obstructing the carrying out of tbe 

Board' a decisions unless they are prepared to support such charges by 

good and sufficient evidence. If there be no such evidence then there 

r•,;::,.t.J .. :.J, ~,.tl 14 _,~, . :~'-
should be a !6·»0'"9 =41' personal attacks an.d asperaions0( ? r S 'I) "h " /1 IW • 

~ 0 /"'-''- I n r.:r l,tp ..J , 
I have called this hearing to inve•tigate charges or dishonesty, 

bod faith and mieoonduot. I a:n not concerned at t his hearing with the 

pros and cone of any particular policy that the T.V.A • .Board han or bas 

not adopted. This is not an inquiry to determine a national po1~r policy, 



-s-

it 11 an 1nqu.1r7 1Dto charges or personal and ott1c1al lliseoaduct. 

$ 
1 tltei; aawl'la Pruideat.hava eapec1al eoooam 1D the charge~ 

that haYa bHft ll&da which ret'lsct not 111illplf upon the judpent Ql.t upon 

the personal 1ntegri t7 and ott1cial conduct ot m811lbers or the Board ill 

the management of govema~ent propart7. Under aa ion 17 of the T.V.A. 

t the President 1a 

nt of any property o1111ed 

Govem.eent baa beao 

AA .. uoj o bis '"'l!opz f¥' 1 f' mr; at r4M ri P *s 

I bad hoped that the bitter persooal feeling among the members 

ot the T.V. A. would prove to be only the temponu-y ra8Ult or honest 

differences of opil'lion or policy and that with the pesaage or time tbe 

members of the Board, oven ..man they could not agree, I'IOUld come to 

respect each other' s opinions and coopera te , as is their duty, in the 

administration of the Act. I did not act when complaints W8ro made to 

me as early as Jlll1\lllry, 1937, one of them by a reaponaible government 

official not connected with T.V.A. , that the ChainDan of the Board bad 
~ 



r 
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ll&lle a epeech at Chicago and had pu~shed an article in the !lew fork 

Tiae• which could be tu:en ae personal. attack upon hie fellow boe.rd 

m011bere. I repeated •:r counsel to all the .,.,.here or the Boar<l indi'l'id-

~ to lUke every effort to compose their differences and not to pei"lli t 

the enuiee of T.V.A. to make capital of theJII, But I oanllll'ed no one, 

In Sept&~~ber ot last rear c011plaint was made to me by Harcourt 

A. llorgan and Da'l'id E. LU.ientbal that an article by Dr. Arthur E. llorgan 

Pllbllehad in the Sept&~~~ber ieeue ot the Atlantic llonthly directly and 

by implication .,., aa a ttack upon the hooesty and integrity or the 8oal'd 

ot tbe Tenneeeee Valley .&uthoritT. I at once 11rote to Dr. llorgan infol"'ll-

ing bill or the co:apla1nt and suggested to hi.c •that there is a vscy 

definite obligation oo yw. either to withdraw whst yw.r colleagues be-

lleve to be an iiiJ'Ilgning or tludr integrity or thet you present whatever 

speeiric facta you have, it any, to justify your statements. • Dr. llorgan 

11'\ oJ).t., ' 
advised "'"J, it I correctly understood him, that it had not been hie 

intention to imJ'Ilgn the Illatives or good faith of his fellow directors. 

Although I thought that the Atlantic Monthly article might 

fairly be taken as an attack upon tho personal integrity of Dr. Morgan ' s 

rellow board members,* I accepted hiJ! statement that no such attaoll was 

* The following stat...ante, among others from the article, go far to 
suggest to tbe ordinecy reader that Dr. Morgan suspects the aotivas or 

(Footnote eont1nued on following page) 
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fut r ecently Dr. llorpn baa lamed lltate.euta wbich ill un-

11111takab1e t<moa aa..U the hobor, integr1t:r and lll<ltheo of h1o fell.ow-

his colleagueaa 

"The wr1ter is a 1111nority !liMber of the Boa.rd ot Director• of 
the Tcmeaaee Vell.ey Authority, of which he ia tbe CbairmaD. In 
illportent respects be differs fr<a wbat be judges to be tbo actual 
power policy of his asaceiates . This statel!lent therefore renecta 
his ~rscoaJ. vien, and not the ...orld.ng policy of tbe . power issue. 
Nsithar doea i t. undertake to eriticbe ill detail wbat the wr1ter 
believes to be the improprieties of that policy. 

["September Atlantic llonthly, p. MS;] 

* *** *** 
"Third, having invited tha illvest&llent of private capital to 

supply the public w:l.th electric power, the public is under obli­
gation to respect actual honest and usef'ul. investment, and not 
to j eopard1ze or destroy 1 t 'W capricious and arbi trar:r coercion. 
The abises of the pri 'l'llte power industry have bred ill e001e men an 
attitude of bitter hatred, and a conviction that tbe only course 
to take 18 a war without quarter against the private c0111panies. 
This attitude may be exploited by other aen who have no such con­
victions , bit who will. endeavor to ride to political power on tbe 
issue. A fair Attl81118Dt of the question Jllight leave sucll man without 
a place ill the limelight. In my opinion, for public men to retaliate 
w1 th arbitrary coercion, to use false or Jllisleading propaganda, and 
to use other methods than open and impartial processes of governaumt, 
not onl:r ls un.fa1r to legitiJDAte private illveet.ors, bit tends to sub­
stitute private dictation for damocratic process of government. I have 
no confidence in the supposed liberalism of people who use such matbods , 
1'1hoever will. use unfair methods for the public probably will u se unfair 
methods against tbe public for his om advantage. The publ..ic can have 
no greater security than the habit in its public officials of fair and 
open t reatment of nery issue, no lll&tter who is affected /j.b.pp. '544-54,§7, 

******* 
• under any method there au certain proprieties and decencies of 

government .mich should be observed. Where tbe public has invited 
private capital to supply 1111 essential public service, there should 
be no capricious arbitrariness in destruction or duplication of 
t'ecllitiee to the loss of honest, necessary, and useful inveat..ent 
• • • • In case public power is used aa a 'yardstick, ' or as a measure 
of l!hat the private po'"'r indu st ry should charge for ita asrvicea, 
then it i .a inperati ve tbet record.s Md accounts be honest and fair 
and open , and thet thet'e be no hidden element of aubeidy. The very 
fUndamental element of "''£h COIIIpari,~ton is honesty, fairness, and 
openneea ill measure~~ent Lib. p. M!f. • 

See, elso, 1110re detailed analysis of the Atlantic llonthly article 
by Harcourt Morgan and Lilienthal, which is attached to Harcourt 
Morgan's letteX' of Septembet' lS, l9S7 • 

., 



directora . low, Dr. Jlorsan, I do not wmt 700. to II!.BW~cleratand ... 

You are a ..., of deep oorrt1ot.i011 llDd intense feeling. I h ' 7' 

M....t8 kit cas.& , . b stn • ~ I 

•• Zh 

to suspect the motiYaa of tboae 'lito reaolve upon a !'Oilrae of action w1 tb 

J'P which one profo1111dl7 dill8il'eea, l'lven insofar aa :you have aade chargee 

of disboneat:y and bad f&J.th against :your fellow::dirlctora, I do not want 

to silence :you; on the contrar;y I want now to investigate those chargee. 

Differences of opinion JDil7 be composed, but charges reflsoting upon the 

personel. integrity of your fellow-directors cannot be compounded. Such 

charges cannot 1>e allowed to rest upon innuendo, but JllllBt be made 

u) fdlJ 
specific. 

' 
)~ 

I now want to ask you to 'produce what we •• s a u ) ] a 

bill of particulars. 

the atatemant you issued last Wednesday, ou stat~" 

"1 have felt c pelled to f i ght for certain decenci 

overnment than any pe.Dticu-

lo.r government program. e ease j,resents an instance of 

this difficulty. • is that you had to fight against 

your colleagues oprietciea. The auggeatton ia 

that your collea s a cl&J.a 1fi thout tullY 



, 
-7-

agree-t nth llaJor llerr7 to deter.l.De the n lue ot the 

by that tJ.Ae na 110etl7 UDder water and inacceea.ible 

quil!y u to whether there ne fi'Vidence ot bad f 

1e that tbio •trieodl.T ~ee1111111t• na 811 ia oper agreeme11t and tbat 

there waa reason at the ti .. of the 

the validity but the good i'eith of These era very 

serious charges, chargee Your statement 

Dr. John !"inch, Chief oi' the Bureeu oi' llinea, 

to act as oonc111ato" was calculated to put in j eoperdy t 'be govertllllellt 1 a 

intareeta. You o not question ~~~erely tbe wiadom or expediency of the 
' 

steps taken your colleagues, you question their integrity. You 

state tbe "the real difficulty baa been in efforts to secure, honesty, 

o;>enn s, decency, and feirneaa in government , • and you repeat thet 

•t Berry merble case is an instance oi' this difficulty." 

As a respona1 ble official you could n,ot have ll&de these serious 

charges against your colleagues publicly without being prepered to prove 

them. I now ask you, not for a specification of the sots or yo~ 

colleagues with which you diaagree, but for a apeoif1catton of their acto 

which prove their want oi' honesty, openneaa, decency and feirneaa. As 

you refer to the Barry oaae ea an instance of this di£ficulty, I desire 



) -~ 
you apeoU, IIWih other illotano .. ae ill 10111" opia1011 baYe ocoarrect 

The br ohars•• ll&de liT TOU clll'tl.iDly 1N11e11t tllet there are 

1D1tmoe•• 1011.\' letter to CongreaiiJIIU1 Maverick, 

prees on Jlaroh 6, 

yet know the extent to hich that Jihe Berry c 

handle~,• and you charge 10 h failure to protect the 

puhlio interest in the .U'WIIinum Coli y contract and with per.itti.Dg "a 

joker• to he i.Dserted 1D the Ar 

which would beve enabled prima power at secondary 

power rates . e previously poi.Dted o , it is "1111 duty under sec-

tion 17 of the to make en investigat"iOn if ere has been any undue 

or unfair a antage given t o any private corporati or if in the manage-

ment of cwernment property in the Tennessee River Bs the government 

he been injured or unjustly deprived of any of its right; • 

In your letter to Congressman llaverick, released llarcb 6, 

Dr. Morgan, you elso state that some of the reasons for your concern 

•are the explicitly misleading and evasive report•" and "expl,icitly 

1'elae reports which have been made to the President, to Oon.gress, and 

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

or by the two directors act ins in unison." This is an accusation 

against :your colleagues of Jlllld.n8 to ,.. and to the Congress deliberately 

J 

I 
I 



-------- ---~--------------------------------------------------------

false and able•dlns r eporta, and I aak 7ou to cite to .., epeoitical.q 

tbe reporte and the etat....te thereln to 'lllich 7ou rarer. 

that • there 1e a practice ot 8'taaion, lntrigue and sharp atrateu, with 

r81111l'l<able ald.ll 1n alibi and avoicl1n& direct reoponaibllit7, wbioh 

!IlSke• llachiavelll • - open and c&lld14, • and th&t you have cliecao'ered 

"herd-boiled, ael.fi ah ltatr;l.gue• aald.ll£ UDder •the attitude of bo:yiah-

) 
£? [)../Open candor and IWI-to-111111 direotneaa. • Suoh chargee can onl7 be 

/ •de by one who hae deepo.ired of the poaa1b1lit7 of cooperative te.,._ 

work with bia colleagues 1n a great l'Ublie endeavor . I 11111et ask you 

for proof thllt your colleague a have not ai.alpl7 differed w1 th you on 

issues of policy and organisat ion, but have intrigued and conspired 

agaiJlet you. 

It is not IllY desire that tbia ltaquiry should be a unilateral 

affair. Harcourt Jlorgan and Dflvid Lilienthal, you also have lllAde 

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

decisions of the Board. You_ made your charge.e not p11blicly, but to me 

1n IllY official capacit7. It ia true that I, not 7ou, choee to 1118ke 

those charges public etter Dr . Jlorgan had made repeated )lUblic chargee 

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

integrity of Dr. Morgan but upon bie wjBlngneea to cooperate 1n the 

---~----------~-=~.J 



iJ1 obstructins the wart or the Board has cooperated with il>ter .. t. 

' which ay be adYeroe to tho .. or the T .v ,.L Ianr cbarg .. neco .. aril:r 

.~ iapute llieconduot iJ1 ottioo to 7fNr colloegue. You co eo tar aa to 

aaaert that hie •oppoait1on and obetl'lllltion have oocu~ed virtuall;r hie 

entire tiae, to the excluaicm or hie atten"""ce upoc Bo4rd IMetJ.qe . • 

I as obliged theratore to tab note or :rour ohargao alao by virtue of 

the inveatigator:r powera cooterred upon .. by aeot1011 17 of the Act . 

I would remind :rou aleo that I aa not concerned at thie inquir;y 

with matters of policy or or orgMioation but with ;your chargee that Dr • 

• !!organ has 1mproper:cy obetruoted the work or the .Board, Aa ;your charges 

?__ ~ ere couched iJ1 general teX'IIle, I IIIUet now ask ;you aleo to give me apeeitic 

evidence to .,.pport each of the aeveral charges enuaerat~ in Pert III 

of ;your meJIOl'andua to me, which reads ea tollows1 

"'l'he present situation in the board of directors or tbe 
Tennessee Vsllay Authority presenta a clear-cut issue respecting 
tbis deiiiDCl'&tic prin.oiple. That is...e .,.Y be stated In thit 
way1 When a board of public truetees, after weighing differing 
points of vi"", and after the fullest board discussion, Ilea 
reached a conoluaion by a majorit:r vote, how far ll&y the dis­
senting public trustee, while etill continuing to hold office, 
properly carry hia opposition to these board decisions . 

"lle believe tbe following methode of opposition, which are 
8lli0Dg those employed b:r our aaaooiate elnce the Spring ot l9l56 , 
fell outeide penoiuihle llaita. 



( 
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•It ia not pe!'lliaaible, sa Arthur S • .llorgm bae done .,._ 
in pUblished atat•enta, to attack tba paraaaal. motivea 

and tai th and :lapUgn the inte¢ ty ot h1a aaaociataa em. the 
hoard, ot upoo. tho basis ot direct charges b.lt by imruendo, in­
direoti and aspersion. 

•It · i not parmissible tor Arthur E. llorgm, ae an expression 
of diaagre 81:\t, to engage in unsupported attacks upon the integ­
r ity, profe ional ethica and competence of key membefa of tbe 
atatf, and t haraae and interfere witb them .. bile they &J;'e carry­
log out dutia rell1Ut1ng from decision& duly arrived at by a 
majority of tli hoard of directors. 

"It 1s not rmiosibla for the chairman of U.e hoard, after 
board actinn bu an duly takan, to fall and reruae to carry 
out eocplicit action taken by the beard. 

•It na ndl. pe s&ible for Arthur E. Morgan t o cooperate 
with a utility executr e in the preparation of a memorandum, 
the exprees purpose· of hieb was to show that a particular decision 
of the beard """ 'I!I'ong d actinted by ilnp:roper motives. 

"It was not permisai e for .lrtbur E. llorgan to collabere.te 
with the fol'lller chief engin er or the Insull utility system in 
the preparation of a detail rec"""""'dation on power pooling 
policy, 1<hich >-aport proposed evasions and violations of tbe 
TVA Act; nor was it permissibl , during negotiations, for him 
to pS>'mi t such report to be ma e avalleble to tbe utU1 t ies. 

•Such methods of exp1•essin disagreement w1 tb the act and 
with majority decisions of the ard, as have been e!llployed by 
Arthur E, Morgan, are not permis ible . Such methods are wrong 
because they violate the democrat c principle of majority rule. 
They violate a ~irit of good spor ship in public affairs: 
One should be a good loser in matte of opinion as well as in 
sports. 

•we believe these meth)ds to be ong because they are not 
designed to persuade Put to obstruct an discredit the carrying 
out of the la,. and of decisions duly re bed after fair consid­
eration. 

"And, finally, "e believe Mr. Morgan 
because the doctrine of 1 rule or ruin' c 
the doctrine of majority rule and minority 

methods are wrong 
t exist alongside 
esponsi i>il1 ty. • 

I lu!ve oo'.T heard the charges and counter-charges of the mem-

bers of tbe T.V. A. board. I have endeavored to give each side the 

s-
opportunity of answerin~> ths other 1 s complaints. I shall allow --

days for the men>bers to submit to 01& such other or fUrther evidence -

f,_.,t(~ •. e• ,,,,;-.,, t;P'''J•''' £.u.r .... ;- j-F. tt P!Y\~ ..JN>rtttA, I'K) 
they de8111 pertinent to the inquiry. I shall then dete,":,rl/e what furthef 



-12-

actl.on 1a oeceeu.ry in the public interest. !low I can onl¥ reiterate 

t hat ~eone · h· i':the duty or tm~ry ""'"bar ot the board , boUau:l:ng a• 

.. . u l )OU do M \hi faaaib1]j +y ppd s1 odM pf *be .... , t; p 't • :I de 

•'' p&l Bbatzl lw~•A to consider at your board meetinga, impersona.lly 

and objectively, the i~portant problema of T. V.A. and not to obstruct 

the carrying out of the deci aions or the Board. :k> IS uoe faa: -w ,,,. ,A,. , 

~~Y ot you who cannot do that, shoul~ on the Board. The 

brd is about to raiiWDe important negotiations with private utility 

int erests . Those negotiations will be difficult and delicate. The 

¢.A?\ /oWl Tt.t ,-
public interest ......W not,_ be Jeopardized by " ESP """Y internal di&-

seneion. 



' 

the publio l.ntoroat yw ahollld. be will!.nt; to part1o1pate in thia l.n~iry 

these oh&rS•• ot want or honeat and paraonal integrity and or paraonal 

lldooondllot in offioe aro <let1D1'boly ...-aft4 flooa the realm or oontroftrrr/ 

there oan be no oonetNotiw inquiry into the P"""r pol1oiea, navi~aticm 

polioiea, rortil1ter polio1•• or other polioioa ofT. v. A. All or Ul 

M-.tw~<-<1 
who 'ftDt thoao polioiee oonaid.erod and ..--4 on tho1r ,..rita ahould 

oooporate to diepoao of thea• poraonal 1eauea 'llhioh only obsoure and 

~ 
oontuae t.q, tundaoomtal ieauea of poUoy, 

' -. ... 
/ 

'I 

- J 

... 



Be has had ample time and opportunit, to make hie deoieion. If 

he determines to follow neither of these coursee I give him until 

ll aOO tomorrow morning, TUeeday, March 22nd to preeent t o me in 

person or in writing any reason wbT as Chief Executive I should not 

take further act ion in the case as a necessary result of the find1ngs 

which I have just stated . P'or your information, Chairman Morgan, 

I must tell you frank:cy in the ligh·t of the record on:cy two courses 

appear open - your r emoval or your suspensi on as a member of the 

Board of Directors of the Tennessee Valley Author icy. 



--
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Ot HILIN OAHNKB 

I :.. the l'la.U• or the httlorio 
U t rm.lltlt neat month the 
\'01«1 Of • lth l)of"flMFICT' t 

New Deal will lll!lf\CJt with the 
e~llot• of a O.mtc.-.tJ' • hkb ,.,, 
tlve• a new lattrPt"tlaUoa lD 
JUl. 

For J"rulhfll J"ra_~tt&Jin D. nt~Ht• 
Vf'lr. thlrt)'•ftnt p,...,l.tftl Of tM 
Unllc-4 8tatt., it ~•tr,. It }'(I.Jib. 
viii~ Ia :-IOYt!nlll'f' It ••Vfllt tt tll• 
ho•t\1114 allrl•t ef l'rt:tllll!lll 
ANrew ltcke:on. whO. 11111• hila. 

4arod more c.b .. n a oe.ot\1,.,. &1'0 to 
hreelt pulJ'· precedu~ and ~· 
l:Uoal • l4ot• lr\"t-tbt "d...i..a •ol ·lbt 
«UJUfi.OD ptOp).. JktW .. D U.tm 
Uti a unhu7 • ol ,.u,.. durl"'-. 
wtltcJ. mUJ <:>.olber. 41t tll!lf'Ult::ht4 
mtQ. ftw:hl:dJt~t.} mtDJ PrttJOf.A~ 
IIIYt Yle1t6d JUie Htnnlt&&e, • • 

When Pr~lt4t-DI nooto'fdt I.e 
,._,.,.., a mu.l Ia Ole 41A11t« t'CIOIII 
ot tbt Jltm.ttq-e: wastll "- waJlts 
tnto tas• p.r.ttA to .e. tll• to•~ 
Clf IJIA.t '"new Oemon:at'" dt 100 
yun ,..-. .. he MU tb ct'U.1 

.. , .... ;.,__,. ·. .... .. . . :...- - ~ ... 

. tll .Be-Entertained:cit:;o.L~-:! 
.. 1 . : I ·~ ,• . • I • : · · - - .... 'f . 
• •, t. ~. •• ....... • ~ , ' ";" .... \ 'L 

~>Roosevelt's Visitd 
J?~:.:,::::A't Shrine fo·r".'l':1 
..'.{• • .. • • ,.. ~ ... r • • .. ... •• 

··. ··'-' ·.:· · · Montbe · in .. 18i9·· to:~:. 
·. . . . · · up ·A. y~nti.~;> . . . . . ~ . 

::·. ; ~ 

\ 
I 

' 
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. ,,.,,. 
IOm.t Um.a 

RJ'u.~J::;for, ~~,---;,, ,c~··;.,~,~~~~~~-Clevclan4, WUU•m 
, • , Woodrow 'Wilton •n4 
• • ·, \. liow•rd, T.UL 
' '·Johaeoni •• rovorllor at Tennu. 

too, •f.lfled. tho bill whl¢h pur. 
oba•ed. tho' Ht nnHact tor H•• 
ala.te: t ·hou,.b' auriDI' tbt )'t Art ha 
wa e ' mllllAI'7 I'OVtriiOI' lht• hOU&I• 
bol4 w-._. Conftdtract In t )'mJ) .... 1 
tbJc .. N ' eon•lfl~td. Wftl bt Of lhl 
sac.rt-46ua ot tbe tJ)Ot Ult.t , bt 

~--_.. pi.Aet<l ' aoJdltl"• at lbt Htnnlt••• 
to prot.ct th• '"""7 dUth~• U1a 

: ·~· iuWIUon, lba l'1'$1Seltni ot tha 
UnJted Statu of lbt C0111(t4tr-.a.cy, 

• JeUanon Da•tt. I P-ebl -.ath• at 
· -· lb. HtnDJtac• .. a h 7. Allct 

.- Sam llOill-t oe. wllo btc.n~t p,..,,. 
_ 4tat cf \M R•••'-lto at Tuaa. 
- Ylaf\e4 hit potiUc.l ._,., .... ,. 
• lll.aA7 u,... c.a ttJ. ,.••aa ... bo6d 
; Ia •TfllaCUM kOd 4 Yr l .. b.le ID&.• 

turtt7 &4 a T~ lt&4tr. 
8o it U. lha.t Mtwo•• ~Ndent ' 

Jae..Uon'a t lmt ant tha com.lnr ot 
r-""'.t4ont J"ranliiJia ROOMvtlr. ra .. 
tno~on teet havo trod tht btauttful 
avenue ot Uld*-.r1 ltadlll• to Ill 
WbJlG w-au.. tamou• hAIIh lluo ::<l::;:weu oa lbo J;l't.voo Jft U11 

Plan• t or U11 t11tottn.tnmtnt. o f 
tho PrnJderl.t wllen ho A.rrtvu 
liaxt montb bavo no1 bten eom· 

, plote4. "l'bG7 &watt word on hf• 
'l"llll•• trotll tbt Pruldont him· 
te.lC. Conl\"t:llmt.n. l o Htrn• from 
the RtnnH~~oao ilt•t.rld U> to h 

' 

n, '"••tl. pr.•ldeat to M • • · . 
t...t.aJ .... at Ute HumJu .. 1 n t 
Pntlft•t l uclle ... a '• ho• Jic.Stfo• 
u -.4 •laldw t• R•u!. ia JW 
l!!..~~~u... . t. J • :o~~l'~'i 

•, 
\ • , •. 
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- trr. wbo rell~e4 t- or th'" 
,.,_~ oC tbtlr POC"k tll:toOOk&. .. 

D•dJtC Lbla Yt.lt o C tk l)'r• tte"e 
11"U m b c.kOS!J to • •c«ecl h i­
Ctatnl Jaelit.c)l:l. n:!fuc-4 a ••· 
n.t• bfnaonhA.;._ .ucll u Jle wu 
10 ._tldvre I.e~ IO«tll.tle~ MVf1>111 
lA the ,-ea.ra 'betwe~n thta an4 hlt. 
••ftUa. Howovtr, htt 1nllbJJOi t tton 
Il l~ not prevent h l.m fioom m:akl'l\• 
ooe ot the C'Olotful ('avalcado wlllch 
lt<te.lcd PNa.14e:nt V1U1 lJJ.)ren 
~h.•rr he arr'lved. accordlnJ to th1 
Wh.l(C:' 113UO or ApTII 30 : 

"Oo T~ur•..SI\Y lll . t, 1\liiOUt 2 
o'c:loclt p . m ., .MI', vo.n DurtQ, U• 
l're!tldl!'nt of the U nlt04 Sttl. ttl, 
a n(l we 'l'l'trc plt:..t~ed to re rnn.rk 
thli.U s l :ll't(l numbC'r ot l'llt l)<l ll tl• 
.:tJ o~n~onuu wauto upon him 
fi niS W'.t0 f'tCtln<l w1tb ('QUII.I PO• 
tuer~e.L Jn the t\'t ntr.r :.rr, ··· "' 

MARTHf VAN 8UR£tr( 

A• "M•u,.," rruictent Va• S.· 
r•ll w u VH7 do•• to Cer~enl 
Ju k•cn.. He vhaccl t he Henr~lt•,. 

'" 18<11 • ... 

... "~ . !4J" Jllllf . .- .· .:• ; . .... \;:.~i: :i 
; ~- • U•' . • • " '"•• l) • 

, 1 • , .t.'. ;, ' \ '• -i' I , , ,o t , 
i . . .: l . : . . ~ ,_. ---~ h,.i 

• 1 -{ .~ J ' I '• \,;.. l llli:.iJ 

. , .. ~ ... .. .' 

: 

-. 

' 



f'S F :TVA 
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W t.y.&. l NVYUGATICI 

1'11• 'r. V. A. Act nqlllru U.t. •ill A•bera ot the !loud aball 

De per-.a wbo prol' .. o a belle! 1n tbe ! Mo1:•1lit)' &lid wiadOII of tJia 

' 
bolieno !n the reaall>1l1t.Y and wt.doo o! tbllt Act. 1 ha•e a rlght to 

........ that ..... y .... t.r or the Boon! 1a prepared to tlo b.b part to 

cooperate with h!o tello• l:'.eJiber a to ""'ke the .let ...,rk. I bon • rlp.t. 

to ••"""• t hat e,..ry "•~>err of tbe lloo.rd 1o or epared to rocopizo t.bo.t 

a certain saount of te.amwr~ l8 nacest.ary t o make tho Act. auceeod. 

But there aro o<>rr.oao md po .. er:!Ul inte~eata t.hot do not 

profeaa a belief in thtt foM1ld.li ty anci td.odG>~ c>!' ~ho Ac t.. There are 

persona and po,.erllll in t oreeta tb•t. are qoicit to se1T.e >Joon the si pl eat 

act& or &li{lhte&t trOrd of "'"'"ters of the Board to di.seN<l!t tllft -.cL<>Inbtr~-

tlon <>f the Act. l'ho open diuot~aion ~od ;>eraonal recrt .1naL\on lUlOOfi 

. 
.,,,.boors or the T. V . A. bu "'"aht~ a point ,..ore t.he auccoaa.t'"l r•d:ainia-

tntlo" of -tho Act ls L&per1lle<l. llo one .no profueoos a beli~r in the 

fen! : Uity and wiedou <>f the Act ten Yio" such s1 tuatioo irl.thou t t ho 

!!Teethe ftdtl1oiotrnti on r ""uiroe AOtl on . ! he o.otlon or a 

board QUat be deter,lnod by • ~Jority or its ~eal~r~. A ainoritl hao 

t ho rigbt to recorJ H• diusnt, 01\lbliely 1f 11 ' oairu, aft.<lr aotlon 

h tok$71; H b118 o right by ro.J.r pllrl!UU ion to 8"1lk to obtain t.bo 
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adoption of a diff er ent courao of uotlon, But, noltbor a -ajor1ti no• 

a alnor1ty llu • PlJbt to o..ak" public dhpla¥ or poraonol Jntornal 

d.Jtt_..ooo t.o tbo oolnt wllore e tfeol.ho adotnietration ot the Act 1a 

Jeopard! Md, 

I bon relaotant.ly booo.::~e conv111cod tbat tloa oork or l.ho 

'1'. V. A. Board 11 no• bolos bpodod, cmd thllt t~o r col l •woa or public 
• 

poUcy whlob &&1 exht a; ""I ita """"bora are no-. toint o .cured by 

pel'aonal rocrlainatlc:>s, It ia J.ntclooAblo Uut luuo• ot t'uncluont.al 

public poU oy ahould be conru~vd with 1aoues or ~ur.on11l int.,-1ty or 

s leoonduot. lt. 1P lntolernblo ttt<t &ltber !llaJorlt> or Cllnority DOmbora 

or an adl&inhtrotivo boa d should Cll>t. d.lVbt 11!"'11 tJ\6 ~ono•th t•ood 

ra1 tb or poreonal lntogri ty of thei r call• "~"'"" or ohould char " any or 

tllelr col h&.QIOI with i prop<~rly obn truot! nc the corri•inr out or the 

Soa.rd 1 o deohiono ouo leoA t!Jey aro i>ropor"'l lo "''J>~-ort oroc~ chArJ!OS by 

good and N U1c1ent e.-idenco. Ir there be 110 :me• ertdomco ~bon t..~ere 

onould bo a .urc• ••• or portonal otteck8 and eoperoi~·· · 

l:>ftd foit.h m d =bconcuct. 1 u <•O~ concomood at tbie bouring 'Ollh ~be 

oro• Uld con e o~ any !)&rticullor policy t hat \.he T. V . A. &ord hen or bAa 

no~ ad?pt od , Thil 1a not on ln 1oolr7 ~o dot em!oe o natlonal N> ·or ;>.>Hoy , 
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H 1a ... 1llcui1'7 into ollare .. or per.onal IAll ott'l.oial a1~ud. 

I t'Ml tba\ I u Pr .. 1uent haft e.poo1al cooc.: n 111 the obar .. a 

t.bat. bne bMa ...Sa whl.cb reneot not. a1 ol1 upon tbe j oadpeDt. but upoo 

the ~r-.al illta¢ t.7 ll1ld otrloial eoadllct or " •bars or tba Board la 

the una£M•t or govam .. nt property. Under ftact.ior> 17 or tba r . •: .A. 

Act. t.be l'r .. id .. t 11 ap.re.,.l7 autborhad to Mleot att.onoaya ADd ualJot.-

ant. tor the lrpo8e of' makln fl 81\)' in'I'Ut.ip.tion ha Cla7 d- pl'O~I' to 

aoeertain •betl:er, in the IUI18f:t'3!lt o r any proporty om8d by the Govern-

adven~ ghen to prhate pc1·aons or corporat 1onl b "")' officiola ot 

the Goftmaen\ or •hether in l'~cb ll&ttere tbc Gotemaet. bu t.em J.nj urocs 

or unjustly depri.,.d of MY of Ha rl£htl. 

I bad boped tbat t.bo bitter ?eracmal Ceelint; "'>Oftj; tha """'""" 

or the T. V.!.. 'liOUld pr ove to be onl y tho tllllport>r y result of ho.•cst • 

diCt erer.cea of opinion or polle7 snd t hat rlt~ t.bt ;>auage o r ti ..e tba 

rea!leot tach other' e opinion~ and coop~ratn, a a h t.beir dutt , 1n tha 

a~atratioo or the .le t . 1 dl d 1l0t. act wben coapl.aints ..,... aada to 

• • as aul)• u JAnuary, t9~7, one or tna. l.>y a r lispono l!;ie acvorn;ooot 

orr1c1a1 not coanec:tad wit.b T. V. A., l.bat tbe Cba1,..... or t.be Bo&:-d bad 
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u.de a topMell at Cl\loa ao alld had ~blltbed aa ...Ucla ln t.11a a ... !on 

n...e wtdeb could be taken •• par...,d att.ack upm> 1\11 reuo~ board 

aMbara. I NpO&t.ed tq COU118Il \.) all the :aMbera Of \he Bo&rcl 1nelb1cl-

uall7 to cake lftrJ otrort to o.,.poM tblir dltraronc:ea and not to para!\ 

t bo an..Uea of T.V.A. l.o Mke o•pltal or til.... IN~ I oanwJ"td no one, 

A. llorpn and lla'<ld «. L111ontllol that ao ~.rttele b7 Dr. Anhur &. llorgaa 

pablhboel 1n tho Sept.&:lbor liiUI of ~he Atlllotie lloatllly Clireotly &Dd 

b)' leplleo:tl on •• u att.ao.lt upon the booeaty an1. 1ni.OIJ"H)' of tbo Board 

or tho 'i'«meiHI VallO)' Authorlt.y. T at once ..roLo to Dr. llor&nn infore-

i DII hi Of tile COlllpldnt o:nd DUi!ft88tod to lilio 0 thnt thera 1o ft very 

dofin1 to obligation on you •J.ther to w1 thdrnu .m .. t your oolleaguoo -o.-

line to ~~ an i.ooput:nJ.nfl ot t.holr in t.ogrJ.Ly or tb..t y~u ~reaont hata1'er 

adrleed ao, 11' 1 eorreeU:r unda ul.ood hit<, t.bat. it had not boon bia 

Intention t.o kp-•gn the IIOti'nll or f:Ood fni th or 1\la follow d1roctore . 

Althou gh 1 t houyht ttwlt tl1e Atlantic lo!onthly nrt l olt .Uabt 

re1rly be tal<.on ne on ~~ottt•ck llpon t.be •Jeuono.l lntecrity or Dr . WorSM' • 

fallow board aaaber e,• l • ceepted his oto.t .. .,~ U>t~ oo £~cb at.t.ado n e 

.. The tolloldne at.&t.Mant.a, &:100& ot.bera t'ro:c t.he article, co rar to 
wgeoot to t he orc!inu:r reader that Dr. llorpn 8!UpOCta U!a aoUora1 ot 

(P'oott:ol" cont.1nuod on rolloolnr. pes•) 

' 

.. 
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hi& colloaeu•• • 

"Tho writer 11 a 11lt10t'l ty .... ll<!r or tbo lloe l"ll or lli~tora or 
tb.e Te1111ee ... Yolla7 Autho.rlty, or whict, be 1e tbe Cbo.l ,....,, la 
.laportoot. raapocb he dif! ara rroo~ '<hat. be Judgea to be the actual 
powr polio7 or. bh U !IOci&Lo o, lbh et.&te.nont. the:rafora r a tlHW 
bio ;:>eraonal 'Ylna, and not tbe worUn r pollc7 <> f t.be po .. r iolltle, 
Neitl:er doe• 1 t. under1.&ke to c-ritl c.ha 1n detaU .0" t. U.e ..-..1 ter 
believes t.o be tho 1aproprJat.1.:a or t.h~t. policy. 

f:s.vt-cer At.l...,tlc .lloatbl)', p . '!.•&;/ 

"Thl.rd, baYin&; lnTil.ed tbo lnvut.oost or pr1vato caplt&l. to 
ouppl.y the ?Ubllc orit.h eloct.ric power, tbe public 11 under obll­
ptlon to rcapoct aet.uol bonoat and usorul 1llvesta.."'Rt, ftlld not. 
to joQ?ardiae or <I .. troy 1 t by oapriclous and arbHr ,.ry coerol on , 
The abuaeo or t bA> prl vat e power indu•t;ry ha.vo bred in o001o ~<•n oo 
a t.t11.!tda or bit ter bntru<: , ond o convtctlon th..t thll anly eour ae 
to take h .. ....,. rlthou t quiU't br aso.in!!t the pr iva t e """P1lnhl. 
This a ttl tude "'"" ~o 11xplo1lO<l b:; ot,her JGon 1t10 h• •• no o>H•h con­
Yietlone, but "'"' dU ende&vor to rl~e t ,> JX>ll tical oo~or on tho 
lt~~UG , .l !'dr Mt~tl ... ant o r thll 'IUe&tlon J>J,:ht ltMVO O'ICh W<>fl lth~Ut 
a pLle& in the ll!>oli£)tt, In .;;r opinion, ro.r ;utl.L.• .on to rvt.a Ll~to 
>11th 11rbi tra.cy coorcJon , to UM f• lse or !:l.islMdlnl' o•oPb,onda , Md 
to uae other •eth.>-;a ttwl ap<Jn &nd .L. P"rtlttl ;>rocu .. • or govenu>ant, 
not oru)' la unfai r to l OJ•hJ...ate ;.rinte ln.-eotor&1 satt tends tO 1Nb-
ot1 tute prlvato diet.&tlo:~ for <l-..:.oeratic .,.-ocoos o<" gover-;:<ent. I I!AYe 
n.o coc_!"i der.ee 1n lhu euppoaod liberallaa o~ "'OOplu .. ho UZ!O IHiCh •cttbo~· • · 
..,_..oever >till u•c untoJr ...,t.'lods ror the ,>»blle ) robabl, •l ll ~ .. .1nra1r 
::ot hods asatn~t tbo :>o:lllc ~,,. bl• o •a advc.z::.a,-. . Tt.. p-1blic cao !wive 
no !.Te>.tar "' curUy then tbo bA>Ut ln l ~a .... we orrlcbla or ro.l.r 11nd 
Oj>OII trcat&ent or ewery 11.-u• , r.o .utttor who 1.~ ar' eeted lib, •p, V.~-:-1~7. 

•under M.Y .oct hod thort aru corwin ,repr1~t1•e ""d decend u or 
cov<mllnunt ohlch tJtoul6 bo obs-;rved. "lfbet'O U.e ;rublic h,.. LnvHed 
vriva to c.opit.al t <> supol.r All ouout1o.l vubllc service, tho:·e ohould 
be no caprlcloJ~ arbitl'llr inoas i r ~ostr•ctlcn or dupllcn tlon or 
roc ill tleo to tho l oco of bc11011~, neca~84tj' 0 o.nd \ISU(Ul .Lnvuta•t. 
• •• • In caee o·blio QO~r i D usod aa a 1yardaL1ek,' or ul A ~oaiUre 
of >hat the prlVllt<> (lO•Mr in 'uet ry allO<J L char .:e ~or ita 80rvice o, 
t~en i t h 1 pa,..tlve t.lu&t recon!o and ..:counte bo bonoat and rair 
aod op..,, and that t.llere ba 110 bidden ale:>ont. ot "'bald.r . Tbe Y!JJ'7 
Clllld~cnt&J. ~ ... ant or ~ C<XIJ'A rl,f>n h hoo~ny , raimo••• end 
opoa;ness in z.uaur ... ent Lib. P• ! 4lf. • 

See , alao, aore d.etoU etl anaiyah or tha Atl.alltlc l:onthly utl cle 
by l!loreaw-t :!orsan and Lll lc.'llt.!-.lol , which 1• attocho I to Harcourt. 
llorpn' . letl.t>.r or s.;t .. bar u . ll!l7. 

··----------------------------------------------------------------------------------~ 



l\ b to ftl'lt wU.II - wlloM a1A4a • h" do 110\ WOJ'lc SA tano .. e with 
• 

•• 
OM01 CIWDo I """" bow cli.tt1oult 1t 1e \lllder pr'OIIW%'11 liD4 lrtr'lbll 110\ . 
to ... peat t.lle _,ttY .. ot tboM wllo l" .. Ol.YI apa a C_.IO ot ao\!CII with 

I 
ot cUaholleaty Ol>d 'bad taitb apblet 1<1JJZ t~OII-<Iireetora, 1 do not ••At. 

to ailOilC. JOUJ OD tlw oontl"eJ';' I unt 11011 to blvcetigato those obal1%11o 

DU'ter..,•• ot o;>lnion •1 be eoapoaacl, bolt cbarsea ref'leetiAr upclll tiM 

ahara•• cannot be a.llowed to reat upon innuendo, but 1111.8t be uda 

aJ)eC!tio. 1 n011 want to ealt 7ou to produce what •• lawyare ea.l.l a 

bill at p&rtioulera, 

• I ban felt ooapell..S to ttrht tor clll"t.ain daoHieiea ed propr1.t1u in 



• 

, 
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ilwNtill\l.q 1\a Mribo %00 abar&e that theJ 0 011\..-.4 I frloe~ 

"CC'H:MIIt wltb .. Jor lletT7 to dat.U'IIiaa tile nl.ua ot tblo ..,.ble wbioll 

by tbat U.. wca 110at.J.7 Dlld~ •ter mxt 11laoceae1bla, ritbooat aa:r ia­

qllil':y ca to wbetber tbare ••• •1d•e• at blod h.l. tb. • Tbe ~~qg,nica 

h tbat. tb.h "lr1tll>dl.:r •F•-t.• eu ., la!'I'Op..- av-t. ...s tlaat. 

there ne I'IMIIOil at tbe U.. ot the .,.. .. _t not alapl:y ot q~aeatla:lq 

t.be nUdity bolt t.b• rood tait.b or Major lleJT7'• cl.aia. Tbeaa are Yel'7 

aerlouo cbare~a, cbargea or .altaalll!ce in ottice. Your ttat...at 

euggeato tbat cal.liq upaQ Dr • .John rt.ocb, Cb!et ot tbe llllre&U ot IIJ.D .. , 

lnterene, You do not quenioa •r•l:r the •111C1oa or exped1.,.c;r ot tbe 

atepa tak• by 70111" collMpaa, ;roa queat1011 their int~t.:y. You 

a tate tbat "the real d!ttloulty baa be• in attorta to aeour~ DOI\eaty, 

• tile 11eJT7 urbla o. .. la an lnatanca ot tbla ditticulty. • 

•• a ratponaible otricial you couLd not baY& aida tllaoe aarlOIM 

tb•• I now oak :rou, not tar a orpecltio.tioo ot tbe acta ot yov.r 

collequaa w1 th wblob 7® di..,...a, bat tor a apec1!1oatioa ot tbair aote 

wbioll pi'OYI tbeir want or boaaat70 Operllla .. , deo.,oy and faii'D .. Io AI 

you ret11r to the BuJT7 oaae at "" inatlllca or th1a ditrtoulty, 1 deaira 



Y'* to apeolfY wah ot.ber l!lat.coea • • lD r oar op1Alca luo•• oecarnod, 

ra.. broad obaree• •d• ,., 7I:N o...tailllr ~~~ge.t u.t u..r.. -... ctw 

laR&IIc... In 7our latt.r tc ~ •• ..., IIAYerick, reu...d t.o the 

preaa 011 lllu'ob G, you e\ate \hat 0 t.be publ.lo lllld the C~u do ~o\ 

yet lmow the extoct to which tluot /J.he Berry caJil ••• iJiproper~ 

halldled, • IUid 7IJil ohar1e your colleap .. w1 th failure t.o protect tluo 

public intereat in the Al.UlllinWI Coap~~~~;r controet. an<l nth per.lt.t.l.q"a 

J oker• t.o be l!aaartad in t.ba Arbaaaa POt:er c d Llgbt. Coapa117 contraet 

whlah would ban ••hled tbe coapm7 to buy priae po11or at -darr 

power ratea. Aa 1 han prmoualy pointed out, .it .1a -.y dutr under aeo--

t ton 17 or the kt to llllike an lnveetigeti<:>D it there bae ba.n any undue 

or unfair lldvanto.go JiTM to et\7 prtyate corportti;)ll or 1! in tba unag .. 

.... t or gOTeJ'DIIellt propertr in tbe Tennealla RiYftl' Beain t.be gonrn-t 

baa been lnjured or unjuatly depriYed or ..,,. ot ita ri1bta, 

Dr. Morgan , you allo -te tbat ,.,.. n! the reaaooa f'or Jr>Ur ccao""' 

!alae r eport• " bleb baTt bee uria t.o t.be Prte1d.,t., to Con£1'tll o and 

to tbe publ.lc conoarnlng condit.i CIIIt ln t.bt t,Y,A. by a r.Y.A. direet.or 

or by tbe t.wo direct.ora aet.l.q in uo1-· • 

«ird.ne\ )'OIU' co11...., .. ot • ldDc to u o:od to the CQIIIl'&aa dalibera\alJ 



tal.•• ad d ,, •dt "' r oporte, md I •Ilk 7n11 to o1 t.o to • apeoit1oal.l7 

t.be report.e awl t.be Rat..\1 t.llerelA t.o wbiab :rou ret•• 

t.bat. "t.llere 11 • practice ot enaton, lAt.l'i,ue Uld abup lt.l'et.ec;r, with 

r-rlc&ble 1ld.ll SA al.1b1 and aY01diq direct. re~dbU1~, wll1ab 

llllke1 ltaab1uall1 •- ope 1111d e~ndic!, • me! tbat :rou llaYe dhOOYerec! 

work w1 t.ll ll1a oo11..,.. .. 1n e lll'Mt public cdeaYor, I wot. •Ilk 7D11 

for proof t.bat. your coll .. eu•• llaYe not aiaply d1lferec! w1 th ;rou an 

1uu .. ot poliO)' and organl.aat1011, but llaYe lnt.r1,uecl and conapl.rec! 

agaiJIIt you, 

lt. 11 not -: duire tbet. tll11 .inquiry ollould be • llllllot&ral 

orta1r. !larcourt. Morgan ed ~1d l.ilbnt.llll, you u ao !viva acde 

ellarge.l ~>gainet Dr, Artllur llorgen of o~t.ruot.iJI& the oarr;rint out of the 

decie1Mo ot the Board. lou ..So your oharg .. not publicl;r, bill to • 

1n -: oft1oial. oapeol.tr. It 1e t:rue t.bat 1, not ;rou, cboae to like 

t !lo,. char& .. public att. Dr. llorgan bad •de repeet.ec! public ollargea 

~a1nlt ;rou. lour obal'l•• do not nec .. aarlly r eflect upoe tile peraonal. 

inhllt'lty ot Dr, llorcan but upoa Me williJip .. a to cooparftt.a ill tlla 



tmtire u. .. , t o the aolulicx> <4 bb att..ldaco upce lo4rd -uap.• 

I a. obliged theref ore to tau note or your cb&rc•• alao by Tlrtuo ot 

I wc.ald r..uad ,..,., alao that I aa not ocmCOl'\lled a t thh inqu.iry 

dtb •ttera ot polloy or ot orguda&Ucx> but with your cbarpa tat Dr. 

llorgm baa laproperly obetructed the work <4 tba Boerd. Aa 7011r char& .. 

ore COWibecl 1n gllleral t.r••• I &8t ~ow aat J011 a~ to It!•• M epeoifio 

o! your -randla to Mt Wb1Cb rooul11 &II t ollOWIII 

"Tbe p;reaoat. aituatl.<lll i n tbe 'board ot d1r.otora ot the 
Tennouee fall oy Allt.bol'1i7 praaeDte a ole&J'o<Nt h..,• Nll~inl 
tbia dNOCr&t.ic pr1Do1pla. Tba.t l u ue .. ,. be atated in tbia 
uya 1111& a 'board ot public t.raat"•• attor nlltbJ.Dit dlttuiDc 
!)Olnte ot Ylw, Nld att..r the f'ollaat board dlaeuaalOft, baa 
re&cbed a OODOlU111<lll by a uJorliyTota, bolt tor •1 tha d1e­
.. ,.t.in& publle tl'llataa, • hll• at1U ccmtln!UJIC to bold omce, 
proper ly C&1T7 bia oppoolticx> to t.baH 'board deo.lelona. 

-.. balhu tba tollowlnl uthoda ot oppoaitloa, wbicl> are 
uong tboaa aaployed by our auoelata aioca the lprinc ot Ulll, 
tall out&lde paraleolble llalte. 

-



., 
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•z t. 1~ not. pn•l ui'ble, • • •rt.hur s . ll:ortr"" bu done ..­
pea\edl¥ in pu'blbboc! lta\M«tl, to at.\.aclt t he per~ J<OUYOI 
ud ,ood tai\b md iapui:D tile 1nt.ucr1t.7 or bb a noclat.ee 01> tbe 
boaril , not upon t.hoo buis ot d1Aot. ahara .. b.>t. by 1unu.,.~o. l <l­
direot.ion nnd aaper•lon. 

•tt 1a not penot: ol ble for krtbur ~. ~orsan , •• on o~reeeion 
or .UUIII"'"""'"t, to ene:-co in UJ>O>Jpp<rtcd atto.clt• Ui>9" tho t nt.er­
r ltJ, proteee.ill!l.tl e tbiee atld CO<.lpeten"" or kO¥ ,...,bere or tM 
etatr, tu1d to llu••• and i n terfere rit~ tho.n ·•h!le they are """1'}'­
iag out <lut.iu l:'t>.Ul ting rr"" d&claione d<ll> nrJ·l YQd ~<t by a 
qjor 1t)' or t ho board or director s . 

• It. 1c not \)Ol'!ll.l&oi blc Cor tho c.ll&irJCll!1 or the f>oerd, a Ctl!r 
t.o&rd action baa b<ten ciU:l¥ t aken, to rail >nd r ruee t o eurr7 
out erpllcit act.lon Won b¥ Lhe board . 

•It. h 1 n.ot pet a let.iblo f'or A.rt.hor £ . ftlorson t.o eooporot.e 
oith a utility exoeutive in tho preparation or a 1eaorandua1 
the erpreM purp<>o• of' lfhich "'' to •!io ~ that a partio.,.lar der.h l oe 
or t hll board ne ..roac and aot lnt-td b. 1.::pro;>er •o~iYes. 

"'t no not pero:bs.l.'ble t'or /.rthUr ~. Horgan t o eollebor"t" 
wi th the t'or ... r chief' IIDI!inoer <>! the Ineall ut.lll t y syete.l 111 
the preparation of' 4 detailed rec"'"-"oll!i<lt1on un po~r pooling 
policy , .. bleb report pr o;>osoo IIVOsiOnR and violation~ or the 
TVA Act; aor 'llllft it pen:t.l saiblo• during ner otlatl<>n& , tor h.la> 
to ;>onolt I'JO\-. report t.o be OUidO nvailable t-o t~ utilit!oa, 

0 SJ ch 01etlvlda o f expru~~in dbagr;ac::ant "H~ tho llCt ond 
with aajorit : dec1:.1an" o r tho board, " " Jal\'6 boo:: "'r.)loyed by 
Arthur ! . ltorraa, nrc not J)em.~ aoibl o. 3u~h ~&thO<hs are 'ttr"Ont" 
because they viohte the ct•uoor• t ic prb dplo of' " "jor!f.J role. 
Thoy v1o1A t e • op rit or good sporL!.!t!\n•hip ir. "''lie .,r•·•t:e: 
One ohoulo 00 8 £00~ lOtet' i o, >=t te'" Of O!)lnio>n Aft <ell no 1n 
sports • 

.. -.e be-l .lovo t.heae eat. Md:r ~ . & ~-r~n, be-cam;e th&~' ~ra not 
.!o:titjll<:d to oor 5UO-de wt to o bst.r.•ct end .:lucredH tho cnrr:ring 
a-.1t or t!1a lu" and of dtc lolon• dul . reached Arto" fair oon3ld­
oration. 

• Anc! , rtnt1L!y, 1re bel.1.t'vo !t ... H'o.rr.Pn ' 3 -aotfo.oda a.r.v 'vong 
bcCO>t.l.llo t hG doctrine of 1rul o: or ruJn • CMMt e71o~· nlonj;~lde 
thu Goetrino o ~ ~>•<Jo"it.y rule M~ c:inority NS?onnHillty. • 

bors or tbo T. V. A. oard . L 1\n•t<> endeavo;•«.i to r ive •acl> •ide the 

clay~ I or the -"Ubers t o eub.»tt t.o =• sucb other or '>>rthor oddenee aa 
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all or you do i n the reoetbU l ty 1111d 1d..so.t or tho Act, to ;>U t uldo 

all v-r-.zU re.Unga, t o con.oldo . at 1CN.t' bollrd ..... tina• . 1mper100oallt 

and objectively. t ho J. portant. J)rol l•• or r.v • .t.. and not to obstruct 

t ho e~rcyl nl! out <>f t lte declo1on! ot t!., llo&rd. It ln not fa!.J' to T.V. t ., 

that any or 'ou who oonnot do that, ar.<>ul re..ain oa ~"" iloa:nl. The 

llcard 1o a bout t o rorJJOe i ·.portant noco tiati ons " ita :.rl va t.e utillty 

l.n t.e,.oats . !hoM negot JI\.tiona nlll i:>e dltf.lcult ttnd duli cat e . Tho 

aension. 

• I 
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------------------------------------------------------------------

PSF:TVA 

Dur1Ds a lcaa s-rio4 I baft repMted:IT bd unauooeeo1111q oll4euor..s 

to •-.,. tbo Proo14oat'• 114oquau ooneideration or SftTe oondition.e within 

the T. V • .&. 

1
.r li,~ .... ~::,,. ~-1:(.. P·~· ) .. ~ w ..... "-t ~ mt,. t:.t. ~.t, 

rooent ooouion ••• laat J'all,. Ilium I peracmall,- pre~ellted to I ~ moot 

tllo Pftaldeat a draft or a lett or whloh I aolald hllll to aend to the T. V, 4 , 

• 
Board. 'l'll1 • letter requ.ooted tho Boarc! to make ..,aUablo to me tbe do,.. 

all4 aaol otonoo neouaary ror lDI to IIIOko a report to the Prooldant conoern-

ins the conditione I had critiolzoc! . The Proaident 414 not SJ'8llt thet re-

~eat, aD4 made no alternative aasseotlone . 

caae oannot be, en effeothe or \Jieful fact f ind ins oocaaion. To properl7 

aubatantlate t be chargea 1B not t be work of a momlnS. 

S1noe 1be lfongreaa hao now taken u.p tho natter, I believe thet 4117 re­

pOrt by me ahould, 1n the terms or the T. V. 4 , aot, be filed "with the 

Proeldent an1 with the Oonsr .. a" • 

It io 1117 studied ju.d"(Pmt the t the President, the Congrou, and tho 

people ot th ia countr,", are entitled to a ccurate information ani •••• 

apprai sal of- the program, polioiea, admlniot~tion, and aotivitlaa of the 

.Authority. Such 1nt'oDDat ion aD4 appraieal can beat be obtained and .made 

naUable t o the people and to Co~reaa and to the Prao ident by a Oonsrea­

aione.l comm1 ttee which 11111 -.u an impartial, ocmprebenai ve, and complete 

1nvaatip:ation of the AuthOrit y ' s att&ira . 



I 

.. 

adainiatrative efficiency of the executive agenciea ot the Govel'11JII4Dt. 

That reepone'ib1Uty 11 inoaoapable. It cannot be tUnched no ~~&tter 

' whet the reaponaibiUtiea of Congreee and no matter hOI! painful the per-

eonal relationa involved. 

That responsibility has required action by ma 1n connection with 

the internal management of the Tennessee Valley Authority. I toke such 

action with regret while the Authority ia engaJ:ed with private pot~er 

companies both in important eoneti tutional Utigation and in important 

netotiations, and while thare is sentiment in Congresa for investigation 

by Congress . Immediate action seems necessary, however, to protect the 

best interests of the Authority in such litigation and in such negotiations 

and to clarify the issues for any investigation such ae Congress may wish 
' .. 

to make pursuant to its own powers and responsi bilities. 

Prior to the ollJOlller of 1956, the individual members of the Board 

of Directors found it possible to compose difforances and to fUnction to-

getber as an operating Board. Sinc e that t1 me there has been increasing 

inabiUty to work together between Chai.."'JJIIIII Arthur E. llorgan, on the one 

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

In the spring of 1937 an attempt wae made to settle difficulties 

between the majority and minori ty over administrative a.Uaire by the 



• 

appoinboent of a General ....,_.er, and the ad.option ot an Wlderatandina 

ttat the Boe.rd ot Directora aa eucb ehould confine theuelvea to qu .. tiona 

ot policy in wtdcb the decbion ot a .. jorlty abould bind all. Tbia aclution 

waa attupted after repreaentationa to M by the Chair.., of the need tor 
• 

adaini.str$tive reorganisation and upon tho reoommendationa ot a apeoial 

committee of experts on adainiatrative organizat ion (Aseiatant Secretary 

of Colllllerce, Ernest G. Draper, Rear Admiral A. L. Parsons an~~. Herbert 

lmmericll) which I appointed to inveatigate the 1114tter. Tile solution waa 

ot>ly part~ suecesatul becal'"e tbo minor! ty meaber of the Board did not 

agree with the =ajority in tbe aelection of the General Yanager. 

In January, 1937, in s public apeech and articles in the public 

press, the minority ~embor clearly intimated--but without specifications 

or supporting evidence-that be doubted the integrity of hia fellow members. 

In August, 1937, again in the public press--but again without 

specifications or supporting evidenc&--the llinority tle&ber seemed to 

illpl,y lack of iltegrity on the pert of his fellow Jtembers. At thia ti11e 

I wrote him aa t'ollow11 

"That there is a very datini te obligation on you either to 
withdraw wb.at your oolloaguos bolleva to be an impugning of their 
integrity or that you prosent whatever specific facts you ~ have, 
if any, to juatif'y your atatelllOnta." 

In reply Dr. llorgao 1Di'or.ed 118 that while he na bigbl:l orlt1eal of 

tbe work of hie colleagues , bo bad no intant1on of 1mpugn1ng tbo1r good 

faith or integrity. The Cbo.irman eomplatned about the internal organiiRtion 



ot T .v .'A. alld re<~ueetod 118 to intorYene on bia bob&l!. I uraed bia to 

return imd to endeavor to coaplete the intl!l'D&l rearaentution ot the work 

alOllB the lines reco,...,.,decl in the report ot tbe special co..tttee. 

In Deceaber , 19117, the conotitutionallt)< of the Act • •• at 

stake in lit i gation in Chattanooga ·in suits brought by eii hteen utility 

companies. Dlring suoh litigation t he 111Dor1ty meaber of tbs Board made 

chargee of dishonesty in the conduct of the litigation agai.net tbs General 

Counsel of tbe Autborit)< in charge of the litigation-again without speci-

fication or evidence. Such chargee were widely diseeldnated wi tbin 

the Authority's organi~ation. 

On January 18, 1958, tho m.o.jority members submitted to Ill(! 

privately an official memortlnd\llll 00111plaining of certain specific linea 

of unpermissible conduct on the pert of the minority member, including 

the ll&lting of recldeaa and unsupported charges and including an un-

wUlingness t o cooperate with the decisions of a ..ajorit)< of the Boarcl. 

On March Srd and oa Karch 5th, 1938, ~e ainorl ty member made 

extens1ve charges, again in the public press-and again without apeci-

ficntioae or evidence--of diabonosty and lnck of integrity in publio 

offJ.ce on tbe part of tbe majority of tbs directors. Immediately the 

Dlljorit)< llellbera required of ao that tbs ainoricy ...... ber be required 

• 



, 
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to produce apeeificationo and facto to eupport the cbargea, that 

either they be adjudged guilty in aoccrdenoe with t he allegations or 

exon.erated end cleared of auoh chargee. They required euoh action 

both tor the eal<e of tbe morale or the adlllinl.etrative organisation ot 

the Authority and as &•tter of pereonal honor. 

ll8pite r:sy long pereonlll frie>~dehip for Chllinlan ILorgllD end 

m:1 appreciation of hie 11111n1 public eeNicee of the pest, his action 

forced ey hand. I eummoned the three members of tile Board of tho 

T.V.A. to appear before me on Yaroh ll to present such facte as they 

might have to support tbe grave chargee whieh they had made againet 

each ot her . I informed thea that I was not coocerned at this perticular 

inquiry with the pros &nd cone of T .V .A. policies, but with their 
\ 

chargea of personal and oftioilll miaconduet. I stated that it was 

intolerable that iuues or fundamental public policy should continue 

to be confused with issuoo of pereonal integrity or mieoonduot . 



I tirat called upoo ~;bairaaD ...,.pn to au~te wit.b taota tbe 

aenral. chargee of dillballeatT md wut ot integrltT wbich be bad • de against 

hia tallow directors. I called bia ettat!.m to tbe f&ct t.b&t tbe ght of 

hie compl&i.Dt. in regard to tbe bondl tng or tbe BerrT llllt'ble claJJDa appeared 

in hie 01111 words to be t hat • the real. diftiaul.ty baa been in tbe ettort to 

aecure boneatr, apanneaa, decency, an? t~eaa in G~eraaeot.• 

Cba1rman llorgan rlatl;y retuaed to aul:loi t to me tJt1T ertdeooe in 

tNpport of hie charges. Be read a prepa.rad etotaotmt to t.be etteot tbo.t tbe 

•aeeting is not and in tbo nature of the case cannot be, an etfectin or 

useful tact finding occeaion. To properly substantiate tbe obargea is not 

the work of a morning. • When asked whether be had any reason to believe that 

tbe haarlng would be confined to a morning and l'lhetbar be 110uld be prepared to 

eubnit facta ir given one week or t wo weeks to do ao, be f&iled to reply. 

Tbe llllljorl ty a811bera "explained tbe action which t.ba;y ba4 tell: tiD in 

' the Berry marble clahe caoa, a a well as tbair action on tbe Arkanaas Power 

& Light· Company contract, and the Al.WDinUll Coapan.y cmtraot to ..tU.ob Doctor 

Morgan bad referred in hie pllbliahed etatenlents. In view of the failure and 

rotus&l of Doctor llor gan to eu't:mi t tba !'a.cts upon which be relied to 1111pport 

hia charges, I could not expeot a aore adequate explanation than that wbiob 

they ~~ada. 



Arter I bad requeat.d CJ.Uw&D llarpn to preamt. the facta to eub-

etantiat.e hia chargee, 'llbieb be tailed to do, and e.rt.er I bad givm tbe 

aajority< ...,.bera tbe oppor1w\it7 to cner tbe CbairaJI 1e cbargee, which tba7 

dtd, I aalced the a&Jorlt)' aeaabere to preamt the facta in 1a1pport or thair 

charges against the Cba.l.nun. 

Tba ~~~&jori t7 aubera took up their s""eral. charges again at the 

Cbail'lllal1 end presented specific !acta tanding to euppart the~. Tbe ll&jorit;r 
• 

aabers referred to a ouaber of special articles and speechee o1' the Cba1raan 

during 1957 which they contmded contain unsuppOrted and unaupportable atate-

menta iapugning their bone sty and integri t)'. 

ll'bether thea a articles or speeches were intended or eould .f'a.irly be 

construed to 1npugn the motives ot the lll&jority of the directors, it is clear 

that the •ore recent public atatuenta at the CheirllWl to whicb the ll&jorit)' .. 
muber s also referred, do assail tbe peraonal honesty and integrity or the 

aajoriey ooeoobers in umdstakable terse. "nd <.naintan llorgan reruaed, although 

given repeated opportunity<, to present any !acts in just11'ication at his 

attacks upon the integrity of the majority o! the Board. 

The majority members turtber adduced facts tending to show that in 

the course or delicate aDd important conversatiottS with private utilities 

a·ucuti•es, with a large prospective pawer purchaser, with an electrical 
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the deoiei one of ita &&jol"itr. 

llhea tbere 11 diaeeDaion within a lllllltip1,...haaded executin, it 1a ., 
difficult to draw the line 'lilere di .. ent becomes obs truction. 1 have oe1"1ou1 

doubt aa to tho propriet;r of a lllllllber of the things 1!b1ch Obail'!Mn llorgan did 

in an effort to create a situation in wbich bia oc ideas sboul.d win accept-

• I 

anco. So long aa we have adainistrativo beards, however, we should allow con-

aiderable latitude for human discretion and not frighten a ainoritr into 

acquiescence. f bareforo, in such Mtters l tbink eveey doubt should be ro-

sol ved in tavor of the Ob&iru.n. Nevertheless aignifi.cance does attecb to the 

IIU.IIber of these inetencea in wbicb tbe Cbairun tre~~p&saed into daubtflll territory. 

fbe majority aa::1bers aloo adduced facts tending t o show that the 

Cbairman did not aend a telegru to 11\& requesting a conference, as directed 

by tbe Board. Here again tbe Cbair:JUID may have collllld.tted a teebnica.l wrong. 

to be significant . t.aken in tho Ught of bis other acta,..o~---. tbey a.re 

not wholly lacking in aignifieance . 

Tbe majoricy members also adduced facts tending to show - 1 think 

I should say fairly thowing - tbat the Cbainlan interferred w1 th and obstructed 

the ccmduct of vitellr 1ooportent con.Btitutional litigation affecting tbe veey 



lite of the ~thoritJ. I baYe ee:rU.r referred to hie ditfioulti .. with 

rMched the point tbat epeoJ.&l ocunael for tba T.V • .t. , tba Honorable JobD 

Lord 0 1Briall, fomerly Aesl.etant to the .tttomq General of the United States 

under a a.pu~can Adainietratian, an independent la..,..r of great experience 

and wide reputation, felt impelled to write the Chairii8D aa follow11 

"Dear Dr. llorgan• • 

I han p:;vr letter of ~c•ber ro, 19~. !itne 1e a 
aemorandua ccmtal n:l.ng uneupported charge!/ 

Prior to the trial aDd during the tr1el I hue actiYely 
partic.ipete4 1n and !lava olcoe!T observed the prepan.tion aDd 
presentation of the teet.iaon7. S:!.nco rece.L't'illg :rour recont 
l atter, I bave age.Ln gone OYer the fila of mteri&l ocncerning 
the preparation and presentation of the sngineer' a teotiaon;y 
:l.n ths case DOW on tri.t.l, and have talked with the attorneys 
and elao with a Dllltber of the d.tneaaea. As a re...Ut, I ,. 
111ore than ever con!irJ>ed 1n ths op:l.nion which I prerloua1:r 
eXpressed to you that the cue bas been handled with unusual 
ability and in accordance with tho highest standards of :l.ntag­
rltJi 

To this I desire to eapec.iall;y call your attention. 
Your charges, collll.ng lO!Iile the case """ actively on trial,' 
have bad a disrupting and d• oralb:l.ng effect upon all tho 
attorneys and upon the conduct of the ,Authority• s case. 

After careful reYiew of the ~~~&ttsr l ""' convinced tht.t 
chargee ..... t bave originated in SOlie nsunderst.anding that 
have no real rouncation :l.n faot . Tlle ~~&ttsr ought to be 
'defin1tely cleared up :l.n justice t e the lawyers and also in 
justiee to the Authority' a case which needs the beet efforts 
of all of the attorneys. As all the attorneys era now un4er 
great strain 1n the stages of tl>ia tri.a.l I ..., writing to ael< 
whether ;you will not clear the r ecord and set the -bera of 
the legal staff tree !rafl a verr heav;y and, I t.hinlr,, unwar­
ranted burden of anxiety at this eri tical tillle. 

The T. V .A. had antrusted the conduct of this important litigation to 

c0111petent counsel. .l.ta Csneral Counsel bad t .hs &S$1etance of an able, outside, 

independent special counsel. 1lba teYor differences there fU!1 have been within 

the Board as to the conduct or thh litigatioo, uo ainority ..,ber could be 



juatitied at a 808t critical eta&• ot the prooMd.iDg iD looeal.r cbe.r&i.Dc 

repUtable couneal with t.uperi.D& 111 th 111tDeeeee ~d therebr, cCD8<>i<lual7 or 

unconaoiooul.T, recltleaal)' di•ert.i.D& couneal 1 a attaltian troa t~ 110at urgent 

and preaei.Dg prepantion ot the trial. Such charges 111dal:y dieaadnated through-

out the orpnization ot the Autborit)' were calcnl.t.ed to 811lburaee oouneal and 

to intimidate the Authority' a witnaaeu. The Cba.i.rm.n, when giYIII tbt oppor-

tunity b;y me, ottered no aplenatioll for this astoundi.Dg cond~ct, 

This veq bearing givee credence to the charge tb&t tbe Cbaire&D 

baa been Wl111llhlg to cooperate 111 th his tallow directors in tbe adJOinietra-

tion of the Act. Ilia fallow directors have come here and explained their 

grievances and attllllpted to answer the Chairman's charges. l'be Chairmen on 

cooperate in this proceeding and to 
the othe r band bas stood aloof and ret\Jaed to/supply facts as requUed of him 

b;y his OW!! administrative a~perior, tha Chief bxecutive. 

On the evidence before ae, I therefore ,.. obUged to &eke the 

tindi.Dgs that Doctor Arthur llorgen-

(e) bas failed to suatalJ1 the charges of diphonest;y and want 

of integrity which he hne unjustifiably JUde against his 

tellon directore; 

(b) is gllilt7 ot obstructing the ,.,rl< and d""'oralUiA& the 

organization ot T.V.A.; 
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(c) 18 gullty of :lnaubordination end contu.aey 1D retl.tsing to 

sublit to the Chief lixeouti<te my facts upon whi.oh he llight 

have relle~ 1n mekiDg ohargea of disboneat:r md want of 

1ntegr1t:r ageinst his fellow directors. 

1lnder these cirCUIIlatanoes, I am under the peiD!ul duty to request 

Cha1rlli4D llorgan at onee publicly to ll1 thdraw the charges wbicll he has made 

impugning the honesty, good faith, integrity and 1110ti ves of his fello,... 

directors and to give th1111 and the country assurances that be will in future 

loyally cooperat·e with his i'ello'! directors in carrying out the proVisions of 

the T.V.A. Act. lf he cannot do this., it is his duty to resign. I venture 

to express the hope that chairman llorgan will not make it necessary f or me 

t o take further action . 



/ 

~'t'e, Bb fellow direotozoa b&'t'8 OOM bere ad apl&ia-.1 tbai.r 

to-a-. 

l o&DDOt "- 1lllaiJI4tlll. of tbe poa1t.1ca in wbiob Dr. lla.roourt 

record 1a du to tb4L It tbare ' allol&ld "- Do deoiaica alter Dr • .&rtllllr 

ria:bts &Dd at&Ddiq aa oitiMDa Ul4 paWo ofticiala, 

J'1DalJ.7 l aut ocaaider the continuing operaticaa of a a:r .. t 

COYerDMDt qeq, To lean UDder uuupported cbargaa for an 111-

daliDite pciod tboee two ottioials wbo ban tried to cooperate in the 

to keep care that the lawa ara f&i~ a.ntec~. 



•• 

/ 
/ 

The Pl'llmt illd.ioatiOD ot wllat 1 t w1ll. be UC .. I&r7 tOI' M to 

find, whether I lite it or not, h that, 

4ireotora 8Dd that bia oCGAI:uot in thi1 reepeot il le~ and -~~ . 

(b) On tbe ta:oe ot tbe record tbe ollarge.a ot the' other 
' 

4irectora that Dr • .Qotlmr Jforgan ba1 obatructed the work 8Dd 4uoral-

bed the orc&Disation ot t.V • .t.., .uet be acoapted u truAIJ Dr. llorcu 

baa refused to otter teati..ltoi!T in detli&l ot the ollargeaJ 

{o) Dr. Arthur Jlorgan 1e guilt7 ot inaubordinatiOD 8Dd con-

, twu.c:y in retuaing to autal.t to the Cbiet E>:eautive an:y tecto Upall 

wbich he llight haTe relled at the t1ae ot -.king ohargee ot diahoneot;r 

8Dd waat ot intagrit:y ega.inot bia fellow 4irectora. 

AI the oeae otanda toda;r, 

(•) 110 turtber 8Yi4cce oan be broaght ·out becauaa of the at-

titude ot tlaCh&iruuJ 

' (b) on the evidence F••ented 8Dd on the retul&l to au~t 

ev14enoe action IIIIBt be taken. 

I nnt to reed the record again 8Dd OOilai4er the aituatioo 

0'1'ern1ght. I therefore requ .. t that all three ... hera ot tbe t.V • .t.. 

&ppear in w:r ottioa at llaOO o 1clooll: to.orrow ..,mine• 
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