
, 
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I should like to have placed in the record 00p18$ of the 
covcrUl1'i !:Ifl=ra."ldun fro::! General counsel Fly to K.ess:-s. AlI'l!st . Chief 
Engineer Bock and Chai:rnan l!organ, dated tI:l.Y 17 e.nd June .2 respectively . 

Exhibit 19 : 

111' . Carl A. BOck, Assist""t Chief J:;ng1neer 
JIlIteS Lawrence ~'ly, c",ner'll Counsel 
I·!ay 17, 193'7 

Pursuent to yCOJI' orel request of !lr . <>nrr, I 11.1 attech1nc hereto a copy 
of the latest draft of the propost!d contraet ·~1th the Ark!l1lses Foo.'.er 
and Light Company . 

The reprttl)lontll.tives Of the Cor.pany and of t.l!e Autt:or"ity !IN in substan­
tial aeroer:tent on the substance of the contract, but thore 1~ ettll a 
,-,1de diversity of vi~\lS on the for!:!, This draft incorporates certain 
suggestions l.18de by th" A:'IcWlses Company's repre santativ"s lIhieh ,. have 
not ye t accepted. 

I regret ttl8t I do not have un o xtre copy of the latost drllft of the 
Contract wlth tM U=inun COMpnny aVI>11a')10. '!o.l-CVC" a eO>1Y has bean 
sent to Cffillrn&ll i..:organ together with en e""ls n,. tory :-IerlOrandu!'l, and it 
=y be thllt the~" .. ill be eva llable to you . If not, I shell be glad to 
secure for your use the Legel Division ' S file copies . You will note 
that In tho AlUflllnum Company contract, unlike the Arkans as Company 
contrllct , there Is sub.:;tlllltie.11y oonplete IIgree::.:ont as to !'om but no 
a;.,ree=ent on SO~ of the 1.lQ8t iL1porte-nt !:IlItters of substance . 

Attechr.lent 
cc Dr . A. E. ~:Organ 

Exhibit 20 : 

Dr . A. E. lIorgWl, Chn.in:nn 
18IOOS Lawrence Fly , General Counsel 
June :0, 1937 

PROPC6ED l"QliEll cot.'r:t.GT I'ilTH ARK;J<S.. .. o; I'O',"ZR &: LICm COl1F'..:.lN 

I Ell' attachillb hereto for your information the latest reviaion of the 
proposed contract wUh the Arkansas POl·er '" L4,ht Co::tpaIlY . 

.:. t taohmc II t 

In short, Ilr . PreSident, the contract "'as enf'cted by the TV~ 
~taff l:BIJbers under I!lY direction which they thoo(lht was fair and deeirable . 
The contrllct wes, of cours(!, drafted, subject to BoIlrd approval end nei t her 
the BOllt'd nor any I:IO!:lber lied [tven ~uch epprove-l. The ohairmen !:IDde a sug­
gestion beletedly, it i~ true , for 1oprovcl:'.ellt . The suggestion was adopted 
by t !>e storr and no vote on the eontrtlct "·es token at tie neetill6 in which 
the suggestion "Wo.:; :lOde . ;. sUggc5ted revision Incorpor ating the ehnirman's 
idee wes in"orporated into the draft . The contract, thareupon, was un­
II.Rlnously approved. This 15 the story Of t~ ,.rkansas oontrf'ct joker 
e.nd the support1ns data I should llke to hend t o 1<>U . 
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The Board of Dln:ct~rs 
D"vid E. LiliLntlul 
April 5, 1937 

- )0 -

Exhi '>i 1. 21: 

The D01rd has be~-n .dvi::cd 1"1;"01'1 t.i:.e to tiree of t.he 
negotilltions bctween ofliecl'" of fb..!~co Services, Inc . , acting 
for the Ark:ll13~~ Po\'~r und Li,:h.t COr.lfKlJlY , ,"nd the Tenness,"c 
Vllll"y A ..... thodty, looking to.:-.:·,J the pW'ch-.se and s,le of Ii 

8ub~t;..nti: 1 block of po,,"cr to be <;;C.liV0I;"OO , rou£hly, nt the end 
of the ne .. TVA line to I.!cmi'hi.l . 

Conferences on en{;ineering ·.ltd r' te ~lo:Itterz mve been 
e:u-ricd fONlIlro vigorou:;l,y , =c [ suLmit oore .. ith an outline of 
!l proposed CQntnet bet",,,en the, Ark·.ns~3 COI'I,x.ny Uld 'iVA. This 
outlino l:as the '~,")prov'cl "C....,d i~ recom".l'-'I\d~ by TVA eonfereu: , 
Ucssrs. Gl")eser, :Vans, Swidlcr, end Uuir . I beli. ve it. repre­
sents ~ fair contnct, if the rOIll./.1ning out.st..'nding provisions 
e"\ll bo agreed up:m on ") proper bod:; . 

The onl,y i"'port.n t provisions not. pass.,;d upon in this 
out.line urc (1) r .. e1.10 pl"Ovi~ions, (2) reCiprocal st:o.ndb-J e.rrllllge-
1II"lIts, ~Jld (3) c·.ncelbtioll privilege:;. The lIrkanel:l (!(,1IIjX.ny 

undcrst.1.r.ds that res:.le provision~ .~ust te inclu-lcd in .. he con­
tre_ct, '<lie th·,y st! ted to Ow· COrtf(jr~cs !'os',erd~ that they ·;,ould 
PI;"Olllptl,( submit a f>ropo~,'<l !:ch .... '<lulo of red.H:ed r_t~:I in Ark:ms~:I. 
Recollllllenc~tions with r ... spect to thc!:oJ propored rc!:a.le provisions 
.ill be "",de to t!'! ... !>oartl n~ ,'lromptly ;1S j.IO!:siblu. 

This contr:>ct is ."\11 import·",t Q(j~ for TVA, i nvolving ~s 
it does 11 ~""I.l:.rMteed .d"iaum =nu:::.l revenue of t600 ,ooo {"hich 
will prorobly I1ctually on the (>versge lUlIOunt to about $750, 000) 
IUld Jointly utllhing 1nvefitmcnt~ heretofore mods for ano t her 
purpose, ntu:"ly service to the City of IIclllphis . 

Tho ArbnS.:!.:I Comp:>ny is in noed of an additional source 
01 power , IlJld t hereforo I hope .. e lIlay procec<l to II detenn1n~tion 
of thi~ _ttcr as I'romptl,y ,,-s fea3ibb . loI.y 1 suggest early study 
of these tenas, pendint th" bring1nc of the matter to thGo Boord 
for ornl aiscu3sion . 

Dict:l.ted 
over the 
DEL : BB 

by .L!r . Lilionth.,l D£i.vi d E. Li lienth!!.l 
tcl"phone. 
(Copy to t.:cs:;rs . J.B. Elandford , 1>1 . G. Gllleser , L. Evo.ns , 

J . C. 5,,1.dl'1r , E. J . Muir (2) ------ - --- - --- - --
Exhibit 22 : 

The Board of Directors 
Joseph C. Swidler , Ch.airm~n, Ne .. · Contracts COlMlittee 
April 27, 19f' 

CONTRACT IUTH ARKtJlSAS PO~, EJt AND IJGH'J' COIlPANY 

. At Mr . Li lienthal's request , 1 1\11'1 h.~ndinl.: you herowi t h Q copy of the 
tenl.'l.tiv .... draft of powor cont ract betMlOn t ho Authority Illld Ark=5C.S 
Power & Light COIII~ . 

This tcntllUve dnft, 0. copy of .. hich h.1S been sent to represent'l.tivu 
o f the COzn PflllY , is t ho rosul 1. of eonf er ... nces Whi ch wore hold i n 
Chat tanoop and In Ne'~ Y·)rk . Thh drnIt , howevor , in t roduces l' 
definition of run-01-.'ltrO!<11 (locond .. ry po,"~r .. hieh tws not been egreed 
to by the Ar];oo:;"s PONnr &< Lir,ht. COI!l,>(l.n;,·. 

Further eonfONnC!l~ prob'lb1y ,,111 be neCIlSS:lfj' to gc t t lus t en t olive 
drl>ft ill finnl forzn , hut tho p"cscnt enft .. ill iufo .. zn tho Board ns 
to the present st"tus of net:oliations . 

At-to.cI_nt 
J C;:;: aU. 

JQsoph C. Swidlcr 
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MR . LILIENTHAL : In conn('ction with the ArklHl511.S 

alle,!('d jokrr in t)-.~ Ark::nslIS co~t.r~.ct, th'" stll.t.c:::ent "'95 made 

toy ChDirnan Moq:9n in hb lll.tt~r to Lon::r~bs-"'«r. ;';"vcrtd , February 

fourt.,enth, 0. sta te"'.~nt cO;llp~r"blt ~o t;" one r.:acte this lIl"rr. i ne 

about ~or::t'one betw disct.,l1ned for ~urniel1in" dllta on whlch 1 
- - -

think the f"cts ou_ht to be prcst'r.t",d to you hpc"us~ i~ i.3 II re­

rIection on th'.) lnte",·it·/ of t~.~ stt.ff find t.he BO:lrd . In this 

lett.er , r.'r . Pr,~sident , tile chrtirr:un refers to the mtmbcr of the 

en .. incer ln:; staff , who , beCIIU3t: of 'Lis !'Lrticipa1.ion in the 

An;:ansas PoneI' "nd Lie:ht contract aCI ion and who advised thnt II. 

provision ,"ore rovorahle to t_~{' TVA "ith rf,'5[.>'lct to 6ecnnd,.ry 

power shou1<l boo in~erted, w"s ~eir'r dlsci;>lined by "in3ecuri ty 

of te:lUrn" in the TVA . 'rh\s ,resu;-r.nbly refers to Lll'. Barton .. . 

Jor.es , Actine Chief Desi31 Er.~inel'!", inus'lluch as he "as t.lle only 

one formerly on t~e chainum ' s 8~~rf ~hel, the che.~mrn was Chier 

Engineer , TIIlO partlcirw-tpd j,n the (.rkensas r owcr and Li~ht d18-

cusdon . I ~hocld like to ?r .. ~t'nt. L:'e ract~ with rpspect to 

t h"t. t>HD.US~ of the v'-r;! (listurrir.<: "rrects it h.:Ls had . 

f~r. B~r~on Jantz was ftnt (mployed toy the Authority 

on the twenty-~ixth of June . He had "redously been a Professor 

Qf ene-ineerine "t Ant.iOCh Collf':,e , In S.;pte~her 19)) he .. as 

rnsdc construct.ion cn~ineC'r lit 'ohe ])("". On Nov .. r.,"JCr .,19 , 19)6 he 

""s i.,forr.ally pl'lced in ehtcr,;:c of .\ de";, ,,)\ o.e~,·I~'l:~nt without. 0!'f1ci81 

desit:r,ation 1y UI1'l11imc>1l3 ec~lon of t.1(' 6<-',;'(1 {'on,winS upon the 

nthc!" ~uddcli resio:mtion of tllr , Byron Stul. , wh:l wa~ chie!' design 

en,;ineer , In thCit conncet.ion I sho;Jlcl Uk, to =-lUQit the lI'.8rno-

r andwn to tho BORi'd· b; ' Mr . C(>.rl e<lch, a::;..in::nt chiClf encin.ser 

in .. onnee~ion .. ith tho.t temporar~' ap;>obtJt~nt. . On August 1), 

1937 " I'on rCC"""::end!J.tion of th~ A~dstan' Chief [n"inecr, .11' . 
Bock (I I:.!ly add f'll"l.nthetically) I<lr . Eock had for many years 

previously b~en a bLsines" alA pro!'ossional IIs~oci"te of C;",ir",an 

~~orcan , The dirt!c~or of per~onnel n'id general ru.ungc r -- un thei r 

joint reco"-'tcndaUon tile bo·,re arorovcd t.i:e offieiDl de<lignation - --
of Mr . JOllC5 cs Actir.g Chief De$i~l Engineer ;with the prc.vision 

tbt. npcrlOent,;nt su.~us in this cn.:..~cil,y is subject to r evi"", 

a f te r app"in~men'o of tL fl chiPf ~n .. ine ·r,H a su~ject .. hich was 

t.hen under disc,,!sion , On D, cemb"r 30, 19)7, on reco.,..m~!1Cl~.tion 

of the A~sist.tln!. Chief rObineer, t~,c tii r "ctor of ,,,.rsonn~l and 

t hc Gener",l M~nufer am! ,.·it'! tbe UI1Lni"'Oll~ approval of the Board , 

WId follo';in.:; , as you will ~EC , eo!:'.; Six ~,onths open the so- called 

discipline and t.hc Go_called jo\t"r incid",r.t, Mr . Jon~s ' position 

was recla~:;1ftoo to a t:ig::Lr gr"de and hieher sahry without 

chant:inc his title . At. no U.r::e docs the record indicate any posi_ 

tive or SUe&1Gt .. d stc.tt:l:'cnt questi~ntl1e the confidence or quaHfi­

caUon~ of /Jr . Jones oJxce!lt 115 mc;y be found in the me,"ornndum of 

November 19 , 1930 f r oOl loll' . D"ck, "'h" the BoR.Td , .. f Direetc. r s, 1n 

"'hich hl SllyS : "W" hllvt' :evO'rti.l pt's<2il>ilities in mi'1d (th:::t is 

for t.hL <,od tion of chief De:;igr: inti"e,,!") :mel arc investigating 

th!H:! as r~_pjf\ly cs possible," Mr , Ro~k (lppurent.ly W(lS not pr e­

!'Br ed on Nnv.,;,mber 19, 19]6 to n.a.k~ 11 ror~l r ecclIIIIi"ndr.tion to the 

PoaI'd of Dir,'ctora at t.h:1t time that Mr . Jones toc r.:ade chief 

Desicn [ngine('r . 50ClC mo"tiT~ lrt<>r "., .. n the title Acting Chief 

DesiO' Fngineer .·~e of~ici'l1;t c(lfl!'erred by the Board upon ~r . 

JOl'lf'S , r run informed t.Lat the direct.o r uf ptreonnel fallowinc t he 

conversati<;n 7,it.;--. 11r . J0'1';5 , at t'.r . ,Jones ' initiative , rDised thll 

,:ucstion of ce.rly dc~ii:r.'1t1on "nd "ith thp c"ncurre.ne,· of assist.ar\t 

chief engineer ~<>ck and :Oil(; C{n'rd Ib.nat:cr ununiOl{;us official 

Ectlrd {;.('t.ion W!l~ to.Y"n . It ~cci'"«l 1-.dvis1ble at th~t. tim~ to make 

tt.Cl official dcs!;n~t.iGn th, t. a" ActinG ChicI' Ded::n ",n~ine~r i n 

view of the f:::et t.\u',t re "en t:,en at·.~n:;>tl"g to 3et up =chincry 

t.hr"Ui:h w'lich the ~elccti,,'l cof c~i"f c".:ir.eer could h(' mr.de (Uld 

consequcntly l' W8! iY'li'1ved thDt ~r is o"rmanent. desi;-Jl,-,~io" 0)' 

assistn.llt eh!. .. f .sll;i'l~('r sr.ould t7;'>:'t t.he ao~oir.tmtnt-or n chi<'f 

cn"ine.:r ",,0 shoulU haV( t··,:l" ~~\ i" f' ."ll't.ter of tl19t imoor tance , - - -
llcthin: bas uris!n , 50 fer ~:: r kn~"', ~hi.ch I>h'luld lend :';1' , Jones 

to bLlicvc tr.Ll c'lntinunt::'cn of hL~ t .. mpor(l,;t ~e5ign::.tiJn ui5{'s 

out of f.upstl"ns r~is"<.l ,.:th r es-",,,t :'0 ilifo CC::l!)H.t'nce and sun:l'/ 

not. witll l"ls.~"ct to !I ~UE:.;t'E·,iul\·hc Il:::de "ith ree:>ect t.'.) t;,e • 

Arl(ens"s c';nt,"ct ,,\dc~, s,,:: .. ":<t.i~n Vla~ rectived a:n (l<;ic!)Ud . 
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MR . LIUm'mAL , I n e ne.,., organhation , particularly duriog a 
period or roo r geni:tatlon such as wa now have been going through, 
te~rary dasignations have necessarily baen more frequent than 
ia generelly desirable end have l onger duretion than eight be 
advisable under erdi nary ci~cuv-5tances . The Acting Generel Manager 
carried that deeigrwt i on or Acting Ge neral 1:llnager for IOOre then a 
yellr. The Acting Chtef Conservetion Engineer hOle cerrled thet deslg­
netion since the cerly s"O'!I!r of 1937 . There is no velid reeson so 
far es I can see for interpreting the temporery designe t ion or MI . 
jonos es s specific Or Rencral reflection Oither upon his competence 
or his security or tenure nOr can it by eny s tretch of t he 1maginB­
tiOD bo regardad as II. fon: of disciplina for his pert1cipatton and 
helpful perttcip~tton in the Arkenses contract . I shOUld like t o 
a~pend -- I should edd thet On March 4th following the lettsI', fol­
l owing the date 01' t he le~te r 01' Chail'Cllln Morgan end Mr . l~ .. erick 
which _s written SOl!lO time in Febru.e.ry in wIlich this charge of dis­
ciplining end insecurity of tenure '".s =de , Mr . Becle, tbe AssistMt 
Chief Ensineer, wrot e .. lIle/llO:rtUldum deted tlerch rourth i n whtch he 
cocplfltns 01' the conti nued destOltltion of !>!r . Jones as Acting Chier 
DesIgn Engineer . aut thet followed Chetrman Uorgen's charge . I 
ehould like to otfer the oemorandUQ of MI . Bock t o t~e Board and 
HI' . Clapp'S m=rendu."l to l!r . a . ck . I believe that stat es the f'acte 
with reSl'>eet t o t ho so-called and inter entially corrupt charge 1'0-

gerding the Arkenslls contract . 

Exhlbi t 23 : 
The ).IOOrd ot Directors 
Cerl A. BOck , Assistant Chief Engineer 
Nove~ber 19 , 1936 
AP1'<lnl'IMEm' OF ACTING CHIEF DESICJ<Il1C mGINEER 
Mr . Steele ' s resie;nation, .. s reported. i n II\y menor~ndum at November 
11 , rnde 1t nccessory to or'point t Gtlporl'.rily (' n eot ing head for hi s 
depcrt,,;cnt . 1 discussed this siturUon lr:rcedictely with the Chnir­
man cnd With Mr. Bass olld Wi th I.a- . Clnpp . They concurred with !Q' 

proposel to tlssign Il . !.1 . Jones t o act fill' the tirne betng . 1 roported 
this situ .... tlon to ~Ir . Blnndtor d liS soon ns 1 could reF.ch h1m by 
phone . 1 wrs unnble to r ench l!r . Lilienthel . 

Wi th !.Ir . Clepp ' s approve l I have informally des i gneted /.fl' . Jones e B 
Acting Chief' DeslGlllng Engineer. We heve severel possibilit i es in 
mnd II.nd are investigeti~ thc::! as repidly es possible . There ere 
several other i :nport8.ll t vecancies in the design organization which 
we ere trying to f'Ul . 

CAB :TO 
CC to John B. nlendford 

NeU Bass 
C. R. Cla pp 

EXhibit 24 : 

Cerl A. Bock 

LIr. C. A. Bock , ASlli aten t Chief Enginee r 
GoMon R. clapp, Director of Personnel 
~e~ber 15 , 1937 
P.l'X'.<\!.1rn-1DATION WITH RESI'ECT 'IO BAR'I'QN JONES 
We ere 1'<>' __ n 11 ng the ?roposed reclessiticetlon of Barton jonea ' 
position to the Goneral ~!aneger ' s otrtce ror Board actton. The r<"~' _ _ 

cendatton 1s es we d1scu8sed I t, nw.ely : reclasstficeti on to en 
entranc e rete of $8750 . As you perhaps r~all t ha Form 78 cou"'yin,g 
your reeommondation propoees. "'Hm1neU<>n 01' " Ac ti ng" from Mr . j on".'! ' 
tltle . I tried t o get you on the rhone todey to discuss this but 
ttnd thct you are out of town to!' sevor al doys . I believe It wes 
our understanding ot the time 111' . Jon .. s W611 rtl8 de Aotl"l; Chll>f I)"sign 
Engineer that the t1 tle would rer:-.eln that way until such time es the 
posi tion of Chi of Engineer is fUled 1n order that it eight be re­
viewed at thl't ti!M . I am , therefore , entering the word "Acting" on 
the Form 78 . This , elf ('~Il'~ , s.hoo.'Ild ne,t r>.rr"rt t he P''''poJ''f'J 
r ecle 8:;1 f'i ell tton . 

GOr<lon R. Cl app 
ORC:OES 
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THE HlESIDlllI': Chalrr'.a!l Uorgan, we are, I must repeat, eXlil!linlng charges 
of mo.lre8.s .. noe or corruption. Have you anything to 8~ in regard to the 
statorrent in regurd to the Arkansas P""er and Light Company matter which 
J.lr . Lil1 .. nthal mad .. . 

ART!ruR E. WORGA.'I, The first sta tet:tent I oode COTera my reason fbI'" not 
oomm"nttllC': upon th .. ae sta telf.ents. 

THE PRESIDENT: 'lie now comn to a thir<:l ch~gc . In Chni:'man Morgan ' s let t er 
to Repr"sentativll I.lllvericic he says "See" of the rensons for my concern are 
the !1lI:pl1cltly mls1ead_ 1S and evasive reports and, in IT.,)' opinion , eIpl1eltly 
fala8 reports lIoblch have been !!':ide to the President , to COn;N!88 and to the 
public oonce rniD6 the TV .. by II TVA dil"<'lotor or by the t-..:> director~ 80UII6 
in unison . " In view of the high trust which public ofUcers hold. in respect 
to the public, Congress, 11M the President, there could be no more serious 
breach of their tldue1ary duty thnn making wilfully f&.1se reports . Therefore, 
I ask you to specify any reports which you reter to which you believe were 
eZpl1cit.ly misleading, eV'Islve "" talse . 

CHAHUA!! LXlIi.GA.'<: I4y first st~t~ment shes my reasons for not partlcipetill8 
in this allegod inquiry of tocts. 

TEE FRESIDEI;r: Tll:lt wnounts to & refusal to answer the question. I ssk 
Dr. H. A. l.!organ and .i!r . Lllienthal whethe r In view ot the retusal of the 
Chlllrman to ~peelty In any ~hape, manner or fom what !"IIport~ were eXplieitly 
misleading, evasive or false or wherein any reports were ezpl1cltly mis l ead-
1116, evasive or false . H"ve the other two m£<l\berS of the Board lI,!Iy statement 
they wish to lIIake? 

1iR. LIUE:IJ'HAL: 1:r . President, we !U'I'l In this unprecedented sltuntton. \\"e 
have been accused over the sltnature of the Chairman of t he Boerd of the 
Tennessee V&.1ley Au t hority whom , like ourselves, you nppolntsd , with diS­
honesty and In this csse with falsi.fylng the records - - (l (lUbject which Is 
not only 1M1feaallJlce and not only afreets our per$Oc!!1 honor 3S the President 
of the Country hes oonnrued it and properly oonnrued it, but probably 18 
subject to the grand jury eetton and elearly L1belou~. We are denied the 
privilege In tbe presence of the Chief P!xecutive of the United States ot 
having the r"ete presented on which we C!Il1 present II reply . I rind it d1t­
fleu1t to state 8e temperl1tely 115 I must in this in view ot the importance 
ofdlis hearing the unfairnells __ the hitter unfairnUII of thuS belZ\J Sub­
jected to publte ehardes goins to our person&l honor, and then belf6 refulled 
1n the presence of the President of the United Statu aD opportunity to 
reply . We ceo't reply to n chllrse on which th"re Ie no speclt1eatlons . 
And I mny "dd thiS , t hat I __ we ch&.1lenga anyone In the United States 
anyone lIt IIny time to submit" si.ngle line !!UPPOrtlne th"t charge . 

'l11E PRESIDE-IT: I now oor..e to f!I fourth ststell'ent by Ch.e.irrnan ~org::n . In 
his letter to Repruentattve Maverick, spellkln;.. of Ills eolleegues, he saye 
~Thllre is" preetiec of eveslon, intrigue, and sharp strategy with NlIlIIrk­
able skill !!nd melevolent habit of evoiding direct responsibility which 
rnaklls loIeehlavelli see'" open end c:lndld . It took m& " year or more ot close 
euoeir.tion to be convinced th.:·.t the attitude or boyish open candor a.nd IIIIn 
to ean directness w"a a ~~sk for herd-bot led selfish integrity.~ Elsewbere 
1n the letter ChairmEln Iloraan reters to ~mi9repre!entctlon , Intrlgu~ ,ad 
Drbitrary f'.ct1on~ . A phin r a ~dlng ot th" English lenr'lu~e mnlces It eleu 
th~t these words 'lscrlbe sInister mlpr'l.etlces to his eollell8u~lI . I there ­
tore eak Ch('lrm~n ~!oresn to give I:l8 nny or ell flCt!! upon whIeh those state_ 
IDIInt. lire bIJsed. 
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DR. flP.i'HUR E. ,iOR(;,\I) : ;:y fir,,;!; stutCll'tcnt covers ~ reason:; 

for not taldng ~ in U':is process . 

THE PRESlIENl' : A.;ain Chtirnan :.!organ ros declined' 1)0 aru;\,cr 

a stro.4;ht question. I ;).:;];00 Dr . )1 , A. ::org.l1l =d :..T . Lilienthal if 

they'.'fished to =ke any stntrm(.nt in rcg.:-.rd to these charees . 

;.fR. ULIEJ,THAL : ~!r . P:-csidcnt, the reference, the descriptive 

reference in llie latter pn:1. of ':;):c qllot::.tion, obviously nfers to me. 

lIatU!"ally, I ce~i1lly in this presence, unci nO',lhcrc else, C:1re to cng;).ge 

in a controvc:rsary us to my personal desirability. I certainly wouldn1t 

ar(:Uc uhcthcr I have il pleasant .-pcrsQ:o:llity . Unless .:0 ~12.ve f::.cts on 

uhich those charges arc based, 1 ;:un porrcrlcs3 to ammor the accu:;ations . 

I h;).vQ been, :!r . President, and you ~ve been , trained llS <I CO:ZIOn l:m 

lawyer. One 0;: the fWluilmental dce ",ncics of Anglo-Ar.'Icric:m 1<\\"1 is thilt 

l1hcn chargcs :lrC nade thcrc\hnll be ;m opportunity to respond to those 

chnrce~ . Thut fUndancntnl decency is not 1:ecordcd to ~e ut this time 

und, therefore, I fL'ld no m:,y of respondirv; to vJ.gue cl'.nrces , 

THE PRESID«:'f : It. is per:ceUy clec.r to l:lc tr.nt the l::.st t.wo 

ch.:l.r8'ea ,-,r.ich "e have w.~cussed nrc not ch.:!.r.:;es relnting to diffcrences 

in the Do=d on i~sues of policy or ore:.c-!lizutiGi" ; b'J.t they are eh~ges 

of intricue and conspiracy. Therefore, they cunnot be sepurutcd from 

the necessity of answering those specific em-.rees . To<l;.:y fTe .:tre not 

going into the question of polle;!" or problcr...:; of orgrJliZ.J.t.ion, on which 

there ha::; been t1: difference of o;oinion in the Board, us there is in al­

most (Nery Board charged ':nth conducting govcrnr.tent uffuirs . There flre 

t"fO or three other e~aes dlieh "ill not taJ:e vrory long. 

DR. H. ~" itlRG:.lI : ,lay I make a sUltcmcnt, Jr . President? 

THE PRESID[,llT : Yes . 

DJ. H. A. ;[)RGll. : I don 1t knor; \~lnt those ehurees nrc bnsed on . 

I do know t~t for three y~~,r5 this Doard ,:cnt dOl'm the p~crnm of the 

Vnlley unanir.lOusly , rdth7E dis:;eilting vote . There liaS nothing else for 

us to do but to go dO'.'ffi to;;cthcr , And the Chairman left u.s on' the very 

l~t pro/iTan of the last three yC<U'S . Therefore, for r:ry p~, 'we went 

on ",ith tho prOGrnm undtt the'pl<u\ of t"o tl'.ree previous yrours . It wos 

nfter tho reappointment 01 i.lr . Lilienth."'J. · .. Then this r~etion on the JX!rt 

of the Ch",i.rman came to the ;ener::l pro{;rac of the previous years . As 

;.(r . LiJ.ienthal ha~ indicuted, it is difficult to di~cuss questions of 

great public interest 'rhen person;llities ;).re driven into it . 

THE PRESIDENT : The next cluLrCe relates to eonspir;).cy. Chai=' 

ilorgan, in his st;).t.cr:'tent on the Berry 01;11;-.:9 , s;).id t.his of the sitlU).tion : 

"To ;), st~dily incrms1To£; degree, however , I huve contended ';lith om 

attit.ude of cOl\spirucy, secretivene>ss and r...o.nipulation" . Ch.::.i= 

i!organ, can yo~ ,'!"ive r.te fnets in substant.1::.tion of th<:l.t charge'! 

DR. A. E. :.tORGIJl , ;ly f'l...rst stc:tcr.:e:'lt covers r:JY attitude. 
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THE PRESlllU<T: lolr . L1l1enthnl , ara there any tacts you care to 

bring out on that general charge? 

~!Il.. LJLIEN':':ru : I heve o:lly this to sa y : In studying t hese 
ch.arses tMt have been made, lind try ln~ to find V, 'lI. t t he possible ba~ Is 
In fact TtI!ly have been, the only time t ha t such a charge was nude before 
that tha t 1 recall co~s to r:,y mind . On December 22, 111.:11 s;leaklng now 
of 'J? - 1 a:n speaking In nemory, at a maet ing at tIl(! Board . Chllinr.an ~Iorgll!l 
handed to the "",,,,bers ot t he Board and read a one page n:e:'l);)randum, in which 
he makes spec i fically this general charge , baSin /,: it I recall on the besis 
thet Dr . Iolorgan and I'lYselt conferred together .,rior to t he Board ' s meeting 
and eooeluded with the charea that this wss against public Interest , Which 
IIlllst cense, quo t inr; no .. frol:l nec:ory : 

~On such a va~e busls and tlltbout su')')ortin,o: fects I rind It 
difficult t o =ke any res:)Qnse to that, bu t I cell attention to the fect 
t he ch!lrge has been Nlde !lnd ,,(\ hllve h",en cO!;JIizo'lt ot It et le(ls t since 
December, 1937, Previous to t'1et , we ,·r e r e c,wniza"t. of I t onlY by reeson 
of newsoaoe r col=.nista' cor.rr,ents, which, for Te8'lOnS I O"'lsure are aooore!'t, 
va~e assertions were '"l'l.de . Tn rot.hcr worns . t.his was lin a,I",1.n1atro.t\on o f 
collu910n an~ consni ,.ac" , lind so on ." 

THE W ,;;sIDIllT : Th", M7;t rel"tcs to t'le nlu"'inu., CO"'loanv contract. 
In Chllirmen !.':orgen's lett e y to Re"'e"entnt 've ~:a"er 'c'" he sold "·,itt'" ref · 
erence t o t'le aluminum COI"1P&.ny ' s contract I fee l t ... at the reletlo'1s of the 
T . V., • . t o t he Aluoinur. Conpa ny hes felted to protect t!!e public Interest . 
I IIlIve protested to the BolIrd repellte<lly on this r.;a. tte r". In tha context of 
Chairmen ~rga.n 's letter, ~'hich ceMrally c:wrges se r ious wronr:-<\oing to the 
nther J:J'Il:lbers of the Soard , this stete~nt In the plain interpretation of 
the EJ\slish lan.,;uuge lends Itself to tae interpretation of 8 sinister relation 
between the t::llJority ",embor s and the lUumirmm Cowp8ny . I asked Chairman £:.organ 
it that was your intention, and it so , to sup:;:oort a charge with any fac ts 
you roey have. 

CHAIRMAN 1,;oRCAI): 11y tlrst stat ement covers all that 1 wish to 
say on that. 

TtIE PRESllln<T : Chatman !.Iorl<an has declined to a nswer the question . 
Or . He.r.::our t !.<organ 0:"1,,",, . Lilienthal , do you wish to introduce a ny tacts in 
relation to t his contract? 

I!.R . LILIEln':-lAL: Iolr. PreSident, It was r:y responslhility to nego­
tiate the cont:ruct referred to nnd I should like to respond in respect to it. 
In this situation, we kno~1 .. hat the charges ere , even If there Is a deelll_ 
mation to submit the tacts to you, hecause we hsve i n the Soard records, 
co:nple t e e )[chanee of views, M8:llQranda , and otheIWiae , on the !IlIitte r. Cheir­
man Morgen charges t hat the AJ.uminUl::l COMpeny contract do es not prot ec t t he 
public' s interest. In other words, that we were derelict in our duty to ~ )u, 
a nd t o the Congress, und to the lJubllc, is based on the Boerd ' s refusal to 
enter into 1,1. contract which the Che.irrr.rl.n had <lr"ed over considerahle period 
which Involved the con!ltl'.! ction by the A<l tho,.ity at the !Ie_called Fontane. Drun 
on the Litth Tenr.essee ::liver , end inste"l~ of enteri,,, into such e cont ract _ 
- ent e r ing Into reRUlaT cent!"tlcte for 1.'11,1. sele of ,"",wer t o the A1W'li num Com. 
o8ny of AMerica wit!lout anv "" c"e""tl 1_0 const,."ctIO'l b" t he T . V. A. of the 
propoaed Fontana Da:n . In tV' np'n'on o ~ t'le -#- JO:--itv litter e)[chena;e ot V\"WS , 
the contI"!ct p"Oposed by the Ch~"""n _ felt ... o"ld he 8."fll,et the DubHe 
intereet lind we t!lereto:-e dec'tne to. erree t.o it . .... Itho.!t our ergulnl" t he 
reletlve oe r its o f t he 1.1/0 contracts, ' 1. 's still neeessary In view or the 
che.rge of l!I61reasance te ~iseuss so·,e of the facts es brhtly as 1 cnn , "hieh 
will show t he vie""l'oint ot the !'I8.jorlty YRlS , to sny the least , not arbitrary, 
not unreasonahle , and not control" I to public interest . 
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The contract proposed by the Chairman and by the 
Alumin ...... Compt<ny , which I shull call the ronttma Contrl'Ct , pro­
vided, briefly. for the sale by the Aluminum Company to the 
Authority of Its rontana d.,., site, ovmed \Iy the AI U!rlinum C""'pany 
for a n"",ber of years, and a substantial L'!IOU11t of acreage 
likewise D"lmOO by tho.t oo::..,.ny at a price of three and a half 
million dollars to to payab le in secondary power of the Authority . 

This proposed eontr"ct, with '!'Ihlch we declined to 
"Ueo, also provided for the integrate d , .. hat WaS called the 
integrated, operation of the Alunimun COl".pany's three e::<isting 
dNfls on the Little reMesSee River , integrated with tho datr.s of 
the Authority on the Tennessee River ... .,d its tributaries . As 
payment for aUeeing to integrate these operations, the Aluminum 
Ccr.:pany, und .... this proposill .... de by the Chair.,..an , "'as to be 
anured an ... ."OUnt of power largely in excess of U:e &I!IOunt of 
power they aro n",,· able to ,""ncr ate in their pllu·.ts withol<t sueh 
inter;raticn . Of course, the eonstNction of Fon t ana Da .. " , whiCh 
is a!:love the Alw:linUJ:I Co.::pa.ny's existilt{; thrH da:o.s on that salllO 
river would inc,..,..,." the flowor those plants and -..ould , in 
effect, create a F"rt of this additional powor , and the r.,st of 
the e Xcess OVOl" this Ilduition w~s an allocution between the 
Alurni'\1<'" COl.1rWlY and th.., Goverrrnent of the t,;nited States of the 
benefits of this inte{,ration . 

Deliveries of power in exc~ss of the pres.:nt cilpac ity 
of the Al"",inum ComF"ny's plants were to be£in , ac~oNling to 
this proposed conlract , .fter ten yeers and continue for the 
r eln&llinder of the life of the contract, ...t1ich ~as proposed to be 
for fifty years. In addition, the contract pr ovided fo r the sale 
of addititrlBl blocks of secondmry power to the Aluminu!l\ Company . 

Now, it is importan t in this r rcord to r ec.ll, Ilr. 
PreSident, til at b~for e this draft of the contract waS p r esented 
to the Board of the TVA in Way 1937 , the Authority had requested 
the House Aprroprifltior.&Co"".i ttoe to au t horize the acquisition 
o f the site "nd the constrootion of a Fmt ..... a Own a$ " part of 
th" int..,"rated -- as part of the unHied phn fo r the developnmt 
of the riv e r. 

The House Appropriations CO!ml i ttee specifically deolined 
to authorize thllt end criticized the propos Ad tronsflCticm in its 
report, and that Committoe's conclUSion was s,.pported by t he 
Congress. H"d Conb""s author ized the construction of the Dam, 
the A:rthority could have entered inI.D the eontr .. ct with reasor.able 
USurance t hat by the end of the ten- year poriod the dam would 
have been eor .. trueted and the power ccneJ"ltc called for "/-y the 
contr .. et could have !:Ieen ~id for out of the actual inc r oase in 
avli latIe power IOhleh For l.ana Dam' I integrat ed operat lon would 
create . In view of the refusal of COfl{;reu to authorize this 
pro jec t, sil;rlinj; the cent rect , we think , ..... ould hllVe risked obl iging 
the Authori ty to deliver to the Alumirlll!:l Compltl\y free ror over a 
period of forty yea.rs a lr.rp;e ..". ... unt of power r;e.'1erated by the 
Aluminum C",,"PIll1Y's other dar\s . 

Chili " nan Mer gl.ll contended thll t the metter Should be 
reopened ..... ith Conere .. . this tho rr.ajo rity of the Board cons i dered 
to be un·_~ise , since Con[ross hCld In effect rCljectai the basis of 
thil transaction . J.:oreover . the transaction wu predicated in part 
upon the rayment in po"or for me .ite , .. -hlch "'a' a"thori~ed by • 
prov isions of tho Act which e xpired in UCly, 1930, and is no lonr;er 
to ffectlve . To put the d~al throui:,h would have requ.ired not me,..,ly 
an aprropriat10n L'Id authoriZation o! tile dam cut an outright 
or.>endt:vmt of the TVA Act , IrA these steps we r'-'tarded as ur. .. be. 
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Tht}rt} '.Iere othe!' O"jeet ions to the eontrnct ;IS ;I .,iece 
of :;ood bu::;ine~5 for the Covernment ',;hieh c:m oc bc~t expL-.ined 
by eoc?-~rillc the prOvisions of tho po-,:er eCi'ltr~et ... hieh we "etucl.l;)r 
signed ;:md I"lhich is ch~rECd <1S beine centr.:ll')' to the public in­
terest, T:hich \','e ,.,111 call the "Executed Contr,~ct", =d eOIl'.:)~re 

thut \:ith the so-c:tlled "Fontan.:> COl_trect" . 

In the first pUlee the Font:m:t COlltr~et provided for free 
pCllcr to the Alu;:UJlu.":,, :::omP:lllY phw the ,,:,le of secondary power . 
The Executed Contr,~ct, the onn ',Ie entered int,o , does not provide 
for ::L"Iy free _.xI":'.lr end rrovid ... s for the ~:"le .-.t ;:t hi.,7ler price than 
iJ> the pro:>osod contr-et, a:; ,:ell ~:; seco;ld;c,-y ?C'rer. 

In the second plaeu, tho pI'icc for pO'" or i;l tho propo~od 
Fonuna Contr.1ct h'lu not been settled . The Authority ' s reprx.senta­
tives h:td offered po'or to sell :-t ";1). C8 per hors'~ pen,er yc--r, whilo 
the COl!l~y contended th~t thc priee ::;~'ould only be 310. 56 ;x:r horse 
p'J\:cr ye:lr . 

':;econcl'tr:' powor of a ;>corer qual:lty than this, less u:;eful , 
mlS actually sold to the Allr.linUl:l "':a.lpany in the e~ecu:ed eoutr::et , 
~he one now under attaet, ct 3 price l'ihich varie~ , dependins- on the • 
number of interruptions , fro"! $12 . 77 per hor~e power ]ear to $21.00 
per horse !Xl':er y ... ar . Tt,o TVA offer in the proposed Fontana Con-
tract , rlhich Chair::'.an Uorgan ur,::-ed, T'as at the rate of appro::d.r.lately 
t',IO mills per )'llo17att haUl' . 'ihe eontr<,ct '.-e actually entered into 
for a poorer {;Tac!e of po".er will avel'ace allpro:.d.!rwtely 2. 5 rrdJ.ls per 
kilowatt hour. 

And then t!Jere i3 tr.'-s extrer.tely ir'portant "..atter, which 
tool: a Cre:lt deal o!' stu..!y and deliberation to ascertain .~d on 
'l'lhieh Dr. H. A. l~oraan a:;);od for extcrdcd ::',C!l\oranda from the en.:;ineerll 
to ekrify thb e.xtr=ely co;:",Ic:;: proposal. The contract ur ~ by 
Chain;\aI1 IJorgan recocni:.:ed the ri.:;ht of a private dOTm-strc3l:l o-.mcr 
of a d(ll:l to t."e full bonefits of heD.dr,~ter I;tora[,:e hy Governnent dSl. s 
above, 'l p!'inci,le \fhieh is cOl"_tr:,ry to that ,1'Ovided in the Federal 
\tatel' Po-:ler Act. 1:'1 t:-'e opinion of the majority of the Board, this 
was an uny,i,se and U)mcce~31\ry concession, Irhich in f.\Y opinion we had 
no ri{:ht to :nukc , after deliberate consideration , on a fu dSlnenta l 
matter of principlc . 

em U"Y 26 , 1937 I had one of <' seric:; of ccnfcrcncos here 
in Washin/;'ton with itr . Arthur V. Dnvis , Ch:lL'T.'.:m of the Bonrd of the 
Aluminu;n Co:npany of At!el'icll, nith rc:;pect to the cOlltr.'lct thD.t Vias 
fi."lD.lly executed. I should li:.e to read 0:,C" paracrllph .-:hich illumi_ 
na';.cs thi~ extremely iv.;>ortant f\uld:l./:lcntal questio:'! on the conserva. 
tlon of our ",ater resource~ ir, t!lis eO'mtr:-; . 

I am quotin;; no'l'/ fro::! this mC::lorand\J,l:l. and I Should like to 
s'-lb:tit the entire l:u:nor<l!:dur.1 "tftel'"l'lll'tis . "I :.ndicated" (to Ill" . Dav's, 
oi t he Alwnlnu...., Company of AI~.eriea) "t"'3t th.~ lias a I;criou!l qu'St.:O,l 
in lau, as I unde:'l;tood it .. ~ to \,1:ethcr t~\(:: Government proj'lct i s 
ohliptcd to cO!:l~sate"-~h-t toin.;: the theory _ "Ior '!x:nefitst 
under th se circu.'!l::tar:ce~, nl~hou.-:h it \'139 clear th.:lt T:here hcnefit~ 
wore confe:,red by tr\e GOl'crr.-.cnt on n licensed privato a~ency the 
oonefits must he eOr:l!lcnsatou for . " 

The AlIllrlnUl,~ Compan,y projt;cts ~ro not. licensed under thc 
federal st.:..tutes . I saic\ to ~!r . Davi~ , " that u.'lder the netion of 
thu Board pcrtai:linc to this negotiation , I \1nS not authoriz.d to 
ao beyond the catkr of pO'l'lcr :;;11 ... 3, no!' f,\.l"e ;my of the Authority's 
ropresC:ltatives :;0 authorized. " 
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Fin,uly, the FontDna Dum, tile pro).lO:;ed Font"n« D:>.m, is 
still pc..rt of the unifi()u I'lun ',.'hich the Bo"-rd rcco;r.:.~ndcd to the 
Congress in M:!l 'ch of 19)6 nne! it "in bc construdea dependinJ:; 
on Congressioll'u "uthorizCltion. Nothing in lho po;'!er contr~ets 
we ~etu«lly cntcr"d int o fc.re:;t,., lls thi~ dcv"lop.",ent or for-esi:llls 
the possible l>.tel" unified op"r,.Lion 01' tn" A1urnlnUr.l Company's 
proj .::c t:; llnd the I,uthc"ity'~ ploject:;, ",ro'-idcd <..n "greemcnt can 
bc wo rkcd ou t which pr-ot.<lcts ',he publicr~ i"tor<ll>t ""d pClrticularly 
tlus impon.nnt I'l'indple referred to . 

In tl::e me'ULtiLnC the e xisting :..rl'~,n 6 erIJ~nts under the 
contrllct uncier Iltt_.C:" protect,; the t uthodt; a~rdn:t the gift of 
pOTIer oncl thc sale of pO\"<lr "ithout 1!dequ!!te eom"ens<:tion, :md 
t he Board' ~ enginc{H's testified at <: 3oc.rd meeti!lg "t vihich the. 
executed ecm t rlrct .. CIS o.pprovecl tbt this contro.ct , if cntered int o , 
"ould :lid f lood control in th" Tnn",:ssue V{'.ll"y. 

I haye s\lt\IIl"riz(,d tilese pro;x>sed COl'.tr"cts urged by 
Ch~irmilll Morg~.n , '.rid yigo;-ou::;ly urged , not for thc purpose of 
proving Chairlllun 1~orgt." I',rong in ureing tWit th.:> Authority pl'oceed 
on "- different bu~is wi th respect to the Alwninwn CompclIlY , but 
merely to show th:::t the Board acted with ren30nableness :md CO"l­
sistently ",ith public interest. 

THE plillSlmNT : ~'e will resume in one hour , at t..-e" t y 
minutes Po.st tliO . 

(Th" He:Ol'ing "ILS reSumeo at 2:30 o'clock P.M . ) 

I.!R. LILIfllTllAI. , Mr. Pre~iclent, previous to adjournment 
I expresseu tile desirc to .. dd t::< the record the mcmor::ndum of " 
conference betl'cen Ar thur V. Davis , of th<:> Alumir.um Comp~ny of 
Americ1! , and myself, reprflsentinl> the TV/" datcd l~uy 26, 1937 . 

THE PRLSIDfllT : (Examilling mvmorcJldum) Mcmor~dum of 
conference betl/cen Arthur V. DClvis of the Aluminum Company of 
Americ:! , and Duvid E. LUienth"l of tht Tennessee V"lley Autho,rity , 
accept ed . 

Exhibi t 25 ' 
Mcmorandum of ConferenCE bet"een r<rthur V. D(lvis , Aluminum Com­
pany of America, 3J1et Duvid E. Lilicnthal, "enr.essee V,.lley 
Authority , 17edncsduy, May 26, 19J7, at 3:00 P.IL, in the Wash­
ington Office of the Tenmwsee Valley Authority . 

Mr . navis stJted that before di~cussing the oraft of th!! 
proposed con t racts for po"or s"les , he would like t.o Y.no" my posi­
tion on the construction of fontunu . I repen ted t he sub~t:JJlc{) of 
my s t a t ement to the House Committee on AP?l'ovri.'ltions on thi~ :;ubject. 

Mr . Duvis then s t utcd that 1.1.:- . Crowden on ::'eh~lf or the 
Company had discusseci cert.uin plans with Mr . Bock for the con3t ruC­
tion of de.ll1s on tr.o sites ",med by tht! Aluminum Company--the Nuntu­
halu und Glendale projects . He stClted tht>.t before discussing the 
POW(!f contract (the st"t~d subj"ct of the meeting) he would like 
to ~mo\"l if ther~ ,,0.9 Il,;reement on principle "-S to the payment to 
t he Aluminum Company in pr}\"er for the "benefits" 1!ccruing to TVA 
Ilt the various dams lying do'.mstrel:.m frem the Aluminum Company 
dnlDS , arising out of the (ltorll!;e of vmtcr by the two new projeds . 

I indicated that thc!'c 'Na~ serious quos t ion in the 1m, 
as I understood it M to whethcr "l Government project is oblig(l t ­
ed t o compen~llte for "bcncfits" under t hese ciccumstunces, a l though 
it wus clear tha t where> benefits '/.'er,~ confel'rcd by the Gov~rnmcnt 
on u licensed p,.ivnte .!lgellcy the b"nefit~ must be compensuted for . 
I ~uid t hnt under tho llction of the Bourd p"rt~ining to this ne­
goti1!tion , I flr.s not "uthor1zed to go beyon:l the ma t ter of power 
snlos, nor were :;'.'Iy of t he Authori ty'~ reprcscntatives so author_ 
ized. 
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Exhibit 25 (corltlnued): 

Mr . Dllvl~ s t atPd that, "'he the I' he Vlould be willing to 
buy power at II I'8rtlcula" !'rlce mir.ht d<)pend upon how the Board 
deCided to e xere\s(\ its powers undor Sectio'l 268 , 815 t;l ~bcnetitsM 
etc . 1 se.ld that 1 tto·..If:ht elis would be un ~btCUO'lS position to 
take befOI"II the puhlic . !IS it mleh~ very well scm. a bargaining for 
or purchllSl1'(; of regulntol), aPP!'ov&l; but 1;!-,at of course his vl"ws 
on the matter would be p18eed before the Road. , not only as " re_ 
I:I\Ilt of tl,ls discussion , but &110;1 th~ough the he..rl:'lgs on hi'" ap­
plicutlon for approval of plans undor Section 2611 . 

V.a then proceeded to IS dlsc\.Sslon of t~ power cont:'sc t. 
He thou"ht that the represe:ltattves had eere8d on a division of 
40 , 000 l",m_of_strellJ:l and 20,000 fiJ'f1 , but upon an eJ(plan.~tion . 

appeared relldy to "Cree to a 30 , 000 - 30,000 division . 

On thO! tenure of the acrC8'lent I c~,;;estad that perhaps 
a five-yapr term would be better than a ten-yeer tere. \nea:nuch as 
other indu.atrioB product!!!! soil building msterial$ mtgh t reQ.uire 
the pO'll"" in thc fJtu;·e. find. that TVA had 'In obl1ration in th9t 
direction , J thOuGht he co"ld operate "nde a s.':Iort terw arrange_ 
ment because he has alteMUlte sOU:'ces of supply on the Little 
Tennos~eo , Ten yeFlrs he felt to bo /I minir:','JtIl . 1 also indicated 
that t"ta floe,,.d night not fe"l it sho,,:d ~l'll ~" r~c!' 8S 50 pel' 
ce'lt of ·,11 of' "ur r".::al'ltno:; secolld;;r-y ?OWer ~o on' I!oncer-n, since 
it pigbt be <leened a foro o~ discrimln&t\O:l "I!"i'lst other indus­
tries alld other sections . 

As to price. thl rates were explAIT' ~ " by ',:~ . Swldler , but 
I:r . Devis nade no cornent a,d 8sked for furt,. .... c..>rJ'e:"eClce Thursday 
at 11 , :;0 A. I: . 

A. E . U;l'IGAN: lCay I speak 8 clnute In reference to this one . The 
state=nt with rcference to the AlumlClum Compe"IY 1.5.$'1 .. contains 
significa.,t em:! vi tal InaCC\,rBcles . misrcpr~se"t8tlo'ls and omls _ 
alons . It is a loll/';, fr(W:I'T\~ntB.ry. technical ~tBt~r'.el\t a nd I th ink 
clalirly Udlcatas the futility , '''' a rf~t rildir~ rroceSl/, o r such 
a _etin,; as tbis WflS In~ended to he . 

'mE P!F.~.ID~:rr : f!ow long would It t e.k~ YO" . Ch'lirnnn t:orge.:l , t o 
pre5C:lt ,'hat you cOClslder to be the cOlrrect fects In regard to 
this l:Iemol'8n1=? 

A. :i: . l!ORGAN : I haven ' t any stat ement on tOft row. 

nr::: r:?F:fID::IT , You do not .. ~nt to present one to th'" Pr"sl.dent? 

A. E. ):(.RGIJ1 : I hnven ' t !1l1Y fur t her ~ t8tCr.lOnt to I'\8k .. , I t hink . 
than I have onda . 

THE I"C:;:IDi.'NT , B .. fore I So on ",Ith tho sE,,"·nt.'t C"'f.r,,=~ , I wont t o 
~Ice two r.lat t el's 8 l1ttlB r.wre ele81' . lJlst tha,e l>e !.Iny thought 
t hat any InJllstlee has baOn done to CI1J.iIT.l8:l. Morgan In 'Isklnll him 
to ba hare tod~ and to all.5wer Q.ueetlons rell\ting to fscts, I make 
the atotenent t~at the deciSion to hold th\1I hea!"t!"! was not InII de 
un t il the norn ine; of Tueoday , I.:arch dJ':'lth . B.v Noon Secretary 
~lcIntyre s t a,·ted to get In touch \nth the thl'ee members of t he 
Authority ond the rf'cord ~hO\':$ thot Chelrman /lor..:"n received such 
notification by thot aftarnoon . The dec~slon ·.tas co:-:-:unieated to 
the press at tha pros~ eOIL1'ere,ce the s ... .,a Jay . :rcl~heZ' o~ the 
ot her r.lCT;lber3 of the Boa.rd ~od any a.dvence noti Ce cof this ha6ring . 
They "ere on exnctly the ft'll!le basl~ of i:l.tor-r.atlon as to tha ht'ar_ 
1fIG as the Ch.rt'12l'1 . J knew , or cour!'c , thl\t th .. Chain:'.an hod beal'l 
in Flo-I~8 fo:" SOMe week~ , I think --

I.:n . A . ... . L:O!1GA:l : Yes . 
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THE PRESIDE; ;'!': __ But ',:;nUl1e d thu t llCC _LUS " he h"d m de th~ stp,t" ments of 
Murch :3 ~nd l!'lrch ~ from Fl orid" th.t ht h.~.d ncdc t hos (,) stCLbmen ts on the 
b·,~in of l' :lcts i~ l!is pons~"sion " t th ~t time . /..F; lJ me tte r of f ~ ct , 
ther<) f ore , for the purpos~ s of thb hc·· ri r.g I ~ :; h ur.e d , I think wi th jus­
tifi c., t i on, th o t Cll"i r m'.n ':or>~ !l kn~w :I gr~~ t d c"l nOre " bout the '\ lle­
g" tions ~n o. ch~. rgcs th ~!I e it h ~r of ', he oth~ r t wo me~be rs , ~ nd "JJuld be 
prep"red todHY t o ~ run'", r ,! upstiona ir_ I"eS ' .. rd to the ch -- r g·) s . 

I cannot e~.ph g si z~ too stror.e;ly , ·u.d I thin..: i n t he pub li c 
interest, that Chnirm:.n I.:org ::n shoul<i. be willi l'-S to r~rtici pat0 in this 
inquiry to a scertg i:l t lw truer. of t !.e l"-rson::.l ch ,- ril:c~ t h:lt " r e herc 
involv e d . It should be ,"_,de cle" r th.:J.t u..1.til the s ~ charge s of d i shone sty , 
of l e e." of pe rso ne.l inhgr ity , 'lJ1.d o f porson"l misco:Jduct i r. off ice are 
def'ini t ely remov ,-,<l from th" r~:: lm of co r.t rov", rsy , t l;e r ~ C;l.!l be no con ­
structive inquiry by "' ~ or by :lnyhody else into pow~r policies , n:lvigat i on 
pOliciea, f ertilize r polici~ s or ~.:l)I othe r po l icie s of t h~ Tennessee 
Valley Authority . Al l of us who wrJl t those policie s cO:lsidercd ~nd even 
rev l &wed on their me rits ought, ~ s C. m::t t Gr of pI:blic duty, to oooper~tc 
to dispose iruneditlte l y of t he se pe I"oon!l1 !Ittt.!c ks in ge:lcr" l form which 
only obscure and conf'use t\lndBlll e nt6.1 il>sue s of ""licies . 

Ch"ilnWl ~Iorg"n h:L3 offered the thou,;;ht thct the Devis memorsndum 
con t a i!"ls i:lflccuraci e s . I do not s ec how , in the ab sence of " stateme nt 
as t o wh~t those in"ccur:lcie s ere , it is yosslble to gilt much further . 
I h:;ve ~ ske d for ,. l i s t of t he ina ccureLcies . ChCL i rmw Morgan hns declin~d 
to give them to ne . I no..., a 5k Dr . H. A. Uorg.'1l f_:Jd lJr . Lili e n thal if they 
went t o Sll Y Iillythin~ furt~e r in r CJ-:rd to the cha rge of inaccura cies which 
has been mc:de without " pecificat ion . 

!.IR . H .... '<OOURT !LORG""" : I h~ve noth in..: to s:J.Y . 

!.!R . LILIENTP..l.L : I h'lv'> not hi~ to s ~y . 

TP.:E PRESIDENT : \'Ie nOW come to the finr.l ch<.rsa. Ch:lirm:m j~orgen in his 
stt.! t erec nts on the so-c · . ll~d Berry cl t.ii '.s s" id th~ t the s i tu"tion in the 
"TV ... 8o.l rd "".s not du t prim~rily to (Iif fe r " ncGs in po',',e r policy or to just 
Ilnothe r f-lll\ily qWlrn l , but t he NU difficulty 'i.' "S to s e cure " hone sty in 
governmont" . He stc. ted, "ThL Be rry n:Clrb le c ns e " S I h~v'" s -..id is e. n 
ins t :mce of this d i ff i cu.lty". Ee th us chergc s tb.t th~re e r e oth~ r ins t o. . .''lc e s 
of dishone sty , th 'l. t is obvious from rt< -,ding t he En<;l. l~h l :-. nguf\6e . In his 
letter to R"pre s e nt,tiv~ ~kveri ck in sp~ak ing of the pre s c> nt TVA situ," -
tton , Chnirnlc!!\ lJorglOll s " id , "In my opinion , good govemm~nt end the w~lfLre 
of the TV), dc nu::nd t hCl t t he s l tu t ion be clc ,~ned up :."d th" t st"nde. rdF; of 
openne .,s , f'lirness und hO:'le sty sh'll l pr ev~il'! I '.lI'l compel l ed to :l sk 
Chllimen Uorg':n wh~ t instnnc~ s of dishon" sty h~ ho d in mind wh ~ n he 11'IElde 
t hose sta t ~ I, l(l nts . 

CWlIR/.1.lli IJORG-AN : !-:!y r O!l sOnS for not ['Jlsw"ring furth er wer~ includud in 
my fir:;t St1telOO ntS . 

THE PRESIDJ::;T: Ch~ inl'<I'l l .org<: n de Cli nes to (,nswo r tho) ques t ion . Dr . H. A. 
Morgrul (: nd Mr . Lilie nt hll.l , hcw~ you ,; nyth i ng you wunt to SClY on thtl t 
quest i on? 

THE PRES1DEH1' : Comme nci 'll> ov~ r c y O'lr ~~o , Ch~ ir!~,-;n I:orG'I1l m-:de Il s "rl ~ s of 
stc t emont s tr.!! t s~"mod to a ttflck t he propr i .. ty of hi s col leugue s ' conduct , 
st ·.! t emc nt s which t he y h O. ve r "gJrdud ' s imput;n i llgt hu ir p" rson t:]. int egrity . 
The Chu ir::ten ' s pub l ic utter«n ces h- v,; culmin .t·,d i n thu l'l s t f ew wQe ks with 
ste. t e l'klnt s th~.t U1lI'lis tll knbly '_lnd ul'.c,!u ivocnbly nttc ck tI,e motiv e s li nd per­
Bonn l honor and integrity o f his ooU"llgue s in dlschu.rging their public duti A;" 
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Generally spellking . I think it is ollly reir to se.y to Ch"i~ 

Morge." thllt th"se statements on his pert r:ruH he interpreted liS 

II whole e."d that In thet .. rrect the:' piece a heavy cloud n')t "nly 

On other r:lfl:berZ of the Board trot also ('n !Ix1zting il'".pClrtant "pere­

tions ef the T'T_. The press, es you know, has been ~r8ct1celly 

unanlnous in solely Interpretinr: your ettitude es reflected In your 

public utt"rances . Thera has "een no correction nor ret r action en 

your pRrt and I think , Chat""""n [.!cr£8l., that you have a heevy 

responllibUI ty to the gov"!"M'.Cnt lind the public to support now the 

pOsition thllt you heve taken end there has been so unlverselly 

Ilscrlbed to you ar.d there~ore I "",st esk you e8ain whether you heve 

eny other facts thet you had In ",lnd when you oadethese charses cr 

dishonesty and leck of integrity end in broadcesting thee so widely 

en1 then In acquiescing in tha interpret~tion t hat has been uni.ers­

lilly pieced "n the.::! . 
Cl'AIRI.!AN ~()RGAlr: I ha"8 nothine to add to th8 first statement I 

mede on that pOint . 
tHE RlESIDE!:T: It 111 not ,...., deSire that thh inquiry should bs in 

IIny sense uni-19teral. 01" . 11 . A. Morgen and Devid Lilienthal , you 

also Mve r..ade et .... rges s@"lIlnst Dr . Arthur l:organ , charges thet re­

lllte to obstructing the cerrytne out or the dec1:110ns of the Board . 

You r-..ade your cbarg,·a n"t put' lie , no t to t he press , but to the 

President in hta orfici .. l cap!lclty . Those charges .. ere sent to Jr.e 

under dcte of J!lnu~ry 19 , I th.1nk it wes . ! Ilsk thet they be tdenti ­

fied (Ifld =de p~rt of th( record . They w r pr'f.t,'1 in the lie" Ycrk 

Tir.lOs , I!rrch 5 . Theae charges .. cr~ not F,'", put:l1~ly but "8re made 

to oe . It is true that the celority of t~., ··1:lbf-3 of the Boerd 

did not uke thee p'lbl1c but that I chose t· - .. : .. ~hl!::l public erter 

Ch.!Ill"llllln I.!orgon hod IWde repented public ~b-.~.· . ·'rlnEt the major­

ity . Thes' chr:rges by IJr . H. A. Horg!!n end fCi. 1, 'enthal do not 

nacess~rily reflect on the personel integrt ty of (;.lll.inr.en Morgan 

but they do reflect e n his wtll1nsn('ss to cooperate in decistona 

reach"d by th" Deerd in the _nn~r prescribed bl' le.. . 'Ihelle 

charges against hi'" are equally serious. partlcull'trly 85 they sugges t 

that Chatrr.an Morj>an is obstruct1n~ the "IC'r1( of 'he Soerd end has 

Cooper ated y,j th int"ra~ts which ~y be rdv' ,', .. ( t~e interests of 

t!1e Tennellsee Velley AuHlorlty. Th .. se chPrgec .:~~ not reflect ing 

On Chai""M 1I0rsen' s personel inte~ri ty, do i!:".~~ te!:".lscollduct In 

>:Iffice to Chal~ lIor~an . The char"es go so ftlr as to es~ert the t 

his " Op::08Itlon and obstruction he"e occupied .·rtually his entire 

time to thl' exclusion of his ettond"r-ca On !'.or.,.~ ~ "tings~. I 8.!:"l , 

thereto: '., cbUged to teka note of thes •. ch·,r. f, .. -.' e811ecla11y to 

take note of th~rl by virtu('l of the investig,,·. _ ... v .... ,ers conferred 

on the !'resident by ':;,c· lon 17 of the Act . "." ·f" I IIII k you for 

substantietion of the chrrge8, I rel_in~ you 1> •.. .'.n that I III!I not 

conc e rn"d lit this Inquiry with m.att~rs of poltry or of orgtlnizetion 

but I fIl:. conctrned .. it'l your CMril:"~ that Chelr:~n !~creen has Ic-

properly obstructed th,. work f'f th: B~'r1.,' ,~ ~"'~rges ageins t 

hll":1 ar' couell"d In gcn~r"l ter.:>a , I r. ... ~t ~c· ,.-' ~,,, "leo to give 

tr.ll ~poelfic evider-Cll to 5UP;lort eec~. of H. . ~l Chllr::;es IInumer ated 

In pllrt 3 of your n'llnOrondum to ",e . I think e···yhody hll.s Boen II 

COllY or th-t nenorandul!l . TherG Is IIb"ut tI PDf of gcmen.l cherglls . 

The first Bpcc1fie chrr(:e is : " It i6 net pOIT,lsslble DS Jcrthur l . 

Ucrg'''' hes don .. rop .... etedly In public stpt .. ,..· nt· to attach tho porsonal 

motive! In good r~ith "nd th' pure integrity,,· h1~ e"50eiehs on the 

B"erd - not by lI.osocl"t(s · direct C~.r.rIlOS . \.'h,·t 'rO thl! fl'cts upon 

which this g~nornl chrrl'o Is brs"d? 

, 
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DR. ~CCUf!T A. J.:OftGAN : 'IT . P;'08ldcnt. commencing ovar a yellr 

ego, Chairman l:orgen en6aBed in whe.t we rera"d es a campai&!l or 

atteck IIpon the persvnllirootives Bnd t he Intecrlty or the o t her 

Directors. Thls"e.s done In the rolT.! or widely cl rcub.ted publie 

speeches and artiellls. Ho..ever, to supr;ort this chBrge tire , at 

course. the tlctu81 published stllt~Clents, SoUle ot which you r"rer 

to . _ tIaIlY or "hid! you referred to , t'1ls oorning . I havot here e 

liat or th"m. as well as caples wh i ch 1 shllll subl!llt ror the 

evid"nce . 

1m: n!:SIDf:NT: This list or speeches end erticles contai!l6 rive . 

I list the five III tt:a hearlncs by MIllO a:ld tha actuel article9 

are flllpended . I do not think tho rocord need copy ell the articles. 

They ere evsllebltl , 

I.!ll . VJU.'f: Idontlf'y them but do not Include the to.t. 

'lHE P!tESID:=Jrr: Identity "!lcll ot the fhB by thB Exhibit menber; 

tlle text need not be copied hut 1~ evallable . 

Exhibit 2& : TIe_rke or krthur !: . t.:or,~bn . Chelrmen or the 

T . V,A , es chalnnen of e 1'scusslon aD power 

at th ll a'llluol !Deetlne of the .l.!r.erl<"lIn Economics 

Aa~oclntion, Decc!:bcr 30. 1936. 

Exhibit 27 : Article in the /Jew ,'ork Tians or .January 17 , 

1937. h.-aded all ro11o"ls: ~Dr, ljorgon pleada 

for 'Cooperation' witl". t he Utlllt1es~. 

Exhibit 28: Tennessee Valloy Authority reloase to arternoon 

papers April 2';, 1937 , entitled "Multiple Pur_ 

pose River Control~. 

Exhibit 29 : Articlo in th" Saturdoy ::;venlng Post . dated 

t.ugust 7 . 1937 . entitlec: "Yardstick -- And 

What El£ll ," by Dr. Ar t bur E, Morgan . 

Exhibit 30 : Article in tho Atlenttc Monthly, dated SIIp t elliber. 

l!lJ7 , ent lt1 .. d ":r-ubltc CWnership or Power" by 

Arthur E . !.!orflan . 

00. H. A. I.XlRGAJI: Theso apoechee and artic1ll9 ,rll largely taken up 

with paltclea and iB9ues with .tllch the T.V.A . l~ concerned . OW" 

charse, howe" .. r. does not in M)"Inly question Ch.einnan Morgan ' s 

right to IIxprua villws on t hese IDIItters dlfrering fro!:' those o f tbe 

I!IIIJorlty. Our charf':11 chelle~1IS the Cbalroen's stat""""nts only In­

sofar lIa they attllck the personal motives al'd the lutllgrl ty or the 

IIIIIjorlty bv "holly unllupported innuendo . indirection, end esper~lon . 

To i11ustrnta, I~·. Preftldent , thll mothod that Chairman 

Morgan han used, I ahould lib> to rerar to a fn; quot!tlonS. aDd 

berll I reed from SOfIB of the pa990cee quot~d In the Atlantic l.(ontbly 

to ootlleh you referred this mornlll8 : 

"The writer h II I'llnorlty III<;III00r or the Botlrd of Directors 

or tbll Ten:'>(ll:a .. e Vuley Authority . Of ¥mtch he I~ ChalI"ll\l'ln. In 11\1-

portant rIIapectn lilt difrors frOCl v.t\at hll jud'::,,$ to bll Ule IIctulll 

JIOI'er policy of hla IIssoellltea. This IIto t (Xllent, thernfore. ro flec t s 

his penonal views nnd not the .orkl/'lf: policy or tho poorer luuft. 

Ilelthftl' doU 1t undertake to crlttcl:tft \:: detail ..nat the Wl'lter 

bel1evee to be the Improprlotles or the polley" . 
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- 43 -

Quoting a l J in, ~I f the Tenne3~ee VBlley Authority A~t i3 
f airly in t e rpreted and o d::ll.nist e re(! , it can mark e grea t advance In tha 
pl anned and o rde r ly dcvelop!:'f!nt of 8 greot rive r sy~t er:l , I n !;,D.ny ~oge9 , 
refe r rin3 t o the T(j nnesaee Valley Authority - - -

TilE PRESIDfN'l' : (Inter rupt tng ) Let me inte r rupt : Old that 
quotatioo 307 ~f81rly ~lnI5ter8d ~? 

Dn , ~Cocm.T MCIlG..N : ~lPoirly lnterprt!tod and 1l.d.':I l nlst 8 r8(\ ~. 

T'IE PRESIDE!lT : "Fai r ly i nt e rp r eted and nc1mlnI5 t e r ed " . 

OR . flM,COUR'l' "OI<.G.'lf : Q'I'otir..,. n r~ln , 1'1 ~~nl' c!lses r efcrrln"t 
to the Te nnessee Vo.llcy Authorltv "l ra lect!';, ~>O-:'l l"'rr"! ~= can a c rve 
for MV I .."tlon control, floo" cont ral Iln~ ~nr "cnar; I ~ t'le O'>C"'!I tiO'l 01' 
sucb s 3vste", i s in t he hen<l.s of o"~so'\s \nte .... !t a~ '>nl'l In oO\ller , such 
a lI:ult l;.lo PUTtlOS8 projec' c~n t-e ebused . ocrh".,s .. l oti seriou , r esults . 
For prlvet e intarests to trv to fo ,.-ce e h<P1 "I- ' e" I)l' ohstrllct lve litige _ 
ti on or for public men to try to s .. e,,~"" !l.n un~"!'Bo~e\.ol V 101'[ price by t hr eat 
of duplicn tlon or !!lancmbul':'1ent l ~fl(h t o !lu!l.,'clon, conflict , .. nd soclsl 
WIlstO . 

PfU::SIDElll': In otneT warde , IlIII 1 cor,. ... ct l"l this , th .. t you r 
nllegllttOI"l thLro Is th!.t by t M t l·: n .oues~ Chl!l :rn11.n Io.o r t:·.n Is , by lJDpu t l1tion 
or innuon!l.o ,,\lurKi ng th:l t th~~e du.:,IS und ?Tojoct e 'I r<l no t batng run for 
mult ipl e purpo ses but only tor powdr pur ;osf:s' 

IE . H. A. ~G.\N : I so int.elllr .. t It . In tlia cont i lluin;& ,<1.10 -
t ottOD is e ... idence . In the ope ;'Otl0D of t ho ~?ublic yordsttck ~, ..ni~h is 
i n quott.tion , ~.s-/st f::n.tI , there should be no hldden eubsldies, no tmdls­
c l osed eoverlllllent $uistn"ce to local public pDWdr s / ste!'lS . It is dutl 
bo t h t o priv~te invostor s e nd t o -.nmlclpal1t lu which conel<l e r lng t he ir 
pow"r 3Y8 ~ e= t hst full :lnd .. ctuul coet of service b .. llubl1cly diScl osed. 
Il' there II' Gov<I:rMIOnt eubsidy , i t Should be In th .. open~. 

THE PflESIDDIT: lign i n , on thut, fl::I I r ight in s"ylng til .. IllIega­
tlo11 is t hLt t h'lt lUD&UDgo , by mput otion or innuendo chaTgee thet tile 
_bOTS ore qull t l' of o!ilvin;; hld!!on subsi!!i(js or Co ... erh:nent subs i d ies 
withou t disc l os i ng t h" fac t t o t h3 public? 

Ill:. H. A, tlORCA11: I.\ay I IInswer thut In t he c oncluding st:!. t oment? 
'IlIe point of t hese Tfl:'Drks W:lS no t JII\:lso<i , f OT the IlrtteIo wes imrll.'dilltaly 
slued upOn by the utllitlos ntt"cklng tbe au t ho r ity in e !IO- (:o.118(\ le t te r 
of rebutt'\l. in t he contr i bu t or ' s column of the 1Il'.1!18 Issue at t ho Atlantic 
Mon t hly. Mr . Wlllkle co0:t:>8nt ed ns follo .. s : 
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Rxh1bit :51 , 

JJ('w York Cit.y 

In his "rtiol .. for th" $ert"r.ter lllUn!:"", Dr . Morgan rofers 

to two &bu.u in the ut ility in<!ust\·y which · .. :ould be j".pOH 1010 of 

repetition un<l('r present In"!. One of them is t.he tYI'" of extrava.gant 

financi .. l prol'lotion represented by t.he Insull "fllli"', whieh is an 

.. 1",00t. inevitable accusation in IIny wtid" di,.ect"rl "b!l.inst utilitlc$ . 

The other hIlS to do with th" e xcessive charges ""-leh Dr . ~org .. n st"t .. s 

are froqllently rend"nJd by service co"'.""i e~ . 

• 

The rehtions),ip bot .... e" the service "O"';;all; a:ld the oper.tin, 

co~t.ny is oow thoroughly Tabulated under the Public Utility Aot of 

193~. In Tho Tennes."" Electric Po",,,r Coqany. th" chaq; ... of the 

mutually owned , non- profit service "om['lUly represent five siJ<tll. of one 

per cent of the compe.ny's cro~s Inco~,a .- an a",ount so small that its 

tott.! elimin .. tlon would no\. .. ffect in the slightest the cost figuros of 

labo r, taxes, interest , o r mliterials nnd sUPl'lles which I Set ont in my 

ori pn .. l .rticle &lid uron ~.~.1ch Dr . Io:orcan co::mmts . LikNfise, the 

ol imin .. tion of every offica r 's s .. lBl'Y In the entire sy~tom wouLd "",ount 

to only .. ir .. "tio" of one per cert of '--ho c(fT\~a"Y 's gross IIJId could not 

.. treet the conclusions to ba dr.wn fron t',a fil'Jres cited . IleHher the 

Fedoral Trade Co.-nr . .15sim nor &fly other co;'lnlssiun or Investigeting 

body h.s e"or clelJ,,,rl tl, .. t there .. es • dolh,. of overe"fit.lh .. tion in 

The Tennes5"" El""t ric Power Company. The Tennecsee Electric Pow"r 

CO"'P""y kecpll its books in strict cOII'.pliance y·itl. the ... 1>::5 of the 

Federal P"wer Co=\ssion , .nd the Co<mor ....... lth lLt,d Southam Corporation 

keo ps its boo~s in accordanca with the recul:!.timl of t he Securitios and 

Exchange ColJl:lission . Thoreforo Dr . ¥ol'l';an's qu,utioning of the flt;U r es 

cited muo;t ha"o baon made wlti-out examination of tile facts . The r e are 

no intermediata holding cOOlfanies in the COlllll".ol1wealth and Southern 

Electric S:rstmo . 

Dr . I!oq;.n, • publl.c offici .. l , quest-ions the honesty of other 

pwHc offichls . If ho i s ccrrect tho.t "tute regulation has failad 

thro",h oorrupt public olficials, then he doublJ "an. u •• "alnst the 

adoption of p..>.blic ownership , where the oPlort l.nities f'or corruption by 

public officials ..,ould be greatly mul tipli.od . 

Dr , Morgan "'&.kes one charse whiCh 1 must bcknowLodge . Ha 

ch.rg"s th" .U"b.rna Po .... r Compalll .. ith p r op.gand ... gUnst the pubL1c 

aNnaTship of power . To ~tate that thus the Alab ...... ,. Power Company is 

'uking .... ay from tho AlIIedcan paople the 10I1t- est .. blished right directly 

to adJn i nister assential p..tblic servic.,.' is as lotical u to aay that 

Dr . J.:organ's .. rtiele or 'propaganda ' 1n favo r of public ownership is 

taking ""ay tho. p .. oph's r1&nt to prh.t" operaU"n of industr y . 

I am, of course , In "ntir" abreement (11th Dr . Morgan when h" 

s t .. tes that ' it is e.,mint to be the rocognite<! duty of ",.nAKement to 

pro"ldo the widest and best possiblo lervice at the 10w"It possible 

cost consistant wi th .. f .. i I' r eturn.' I think tho indust r y hal well 

de lerved his prtoiSa for 'i ts e ~ eellellt technic.l ">ork, , and fo r t he 

fact that the lart,;e r part of its in"ut:oent is 'prudent, n"",es61l')', 

honeatly made .' 

Dr . ~or gl.D i s the only bO'lern:-.ent oflieial of standln& who 

has had the eoura t.:e to state tIlllt 'i n tho o~ration of pub lio ~yard· 

stiek" sy.te",. there $hould to no hiud"n .ul:>sidin .' il .. of eour se 

wcu ld not u.y thi' if ho were rot consoloul that SUCh exist. Unfor ­

t unately, he hilS not ca,'ried the declsior. 1n the cQunci l s o! thosa .... ho 

control go"ornment power Folicy or the Tn .. 

Dr. Woq; .. n stated thut one of r.oy p r oposa1$ -- i.e . , that o f 

the Pow .. r Poo l, ,u,gested by Pre ddent h:oosa"elt - - .... s ~too " .. gue to 

ba eonelu,he .' I think that thllt is probably a just criticism, It 

was my hope that the f r oaidtmt's propos .. l would boeorr.a "..uoh mOra 

'lp90il 1c as a result of the r,uwer conferellce cfOlled by the President 

last .. ut",,"n . Unfortunataly , ho"a"er . that "onfertnca IOU ter minatad 

by the Prui dent a Shert ti!',e "ftor "n~ineers on both sides had started 

thair renaroll into tl,e datalls of a rooHng agr,"~!IIont . It was r ep:. rted 

flt tho time thnt .. majOrity of those actho: In the .:;ovornl::ent power 

progrllll'JlIO wanted, not cooperllt i oll with thO. utilities , but their olil'l1na · 

tion. If .... Olil'l !;at b .. ck to the co;)p .. rati"e attitude , it IIhould not 

be difficult fo r r "ason"ble men to scttle the problem 1n a r easonable 

-'Y . 
Faithlully yours , 

Wendell L, \1111kia 
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- 4.5 -

0;, . 1\.ol'~COURI' II . ~RGJ_J1 (Col'!tinue:;) : "Dr-. ~.br.::::m is the only 
e:overnr.:cnbl official of :;tUldill,.": ,mo h.:ls had th~ COur.!ge, the courcge 
(with enph.:l.sb) , to :::t.,tc tl.at in the operation of public yard:!tick s)"Ster".3 
thero should bry no r.iddcn sub:::irlies . He, of cour:;e , r.ould not say thi::; 
if he l'fCre l'.ot co:JSciou; t,r~~t ;;uch e.:is!. . " The i.J:I:!)lication is very clear. 

TIlF l'r~IIEr.'T: Ir. on.or !.'Oros, ::'n err.ter for th.:l.t letter frOlll 
Ilr . '.1ill.kie to the Atlantic !:ol;thly to I~Vt; ap_,careJ in !.!Ie Sarto issue 
as the or1.:;ina.t OIrticlc, it \r1IS "-e,:,"s~'r::' thL.t . .r . l1illkie r.:lve a copy 
of Cik"lirnOin /.ioreanl:; ar,ic!c :'cfore it \,<.'.s prl;,ted al'd h.:ove the oppor­
tunity given him "y tho od::.tor to \':~-ite a lettLr in rc';"ard to that article 
befo~ the article was puhli:::hed . Correct? 

DH. H. A. J'¥C~G/':I : Correct . And in no ca~c \"lOIS the stat!!r1ent 
for this article ever :;"b'l1hcd to:. t!,C bond . "linfortur:atcly, (Contin\\­
ine tllis s",.,e (!uo' ation) he Ims not carried the deci::ion ir.to tho 
councils of thoae who control JO'/em~e-'lt peffer ,)olicy or the TVA" . l.:r . 
Willkie continues the stllt<mellt , "Dr . Liar .... !!, a pu~lic official, qllestion:J 
the honesty of other public official~ . If he is correct that regulation 
has failed th:rollJh corrupt public officials", corrupt public offieillls 
(ynth emph:ltis) , "then he doubly Yfams us <Il>ainst th(' adoption of 
public ormership Where the opportull~tics for corruption by public offi­
cials would be greatly t.lultiplied" . 

1!R . EARLY ; All of that is quotation? 

DR. H. I . 1!lRGM1 : Yes , that is the e.-:d of the quotation . 

in reply? 
TIl: Pru::SIDEl1I' : ChaiIT.an l.ior:;an, do you ':tish to say anythinc 

DR . A. Eo Jj):lGJ_~I : Yes . ;:.ay I see a copy of this, please? 
I ho:Ive no dat.:l \"~OItever wit}, -ow. ::",y I see '-'_ copy? 

TIlE rnrSll£lr, : Yes . 

Dll . J.lr;:un • OaG.'.;. : !:ot th(' article but the charge:! of the 
tv/o r;,embers o!' t:.e 1;0:::-,1, the letter o~ JIll".IlaI'Y 18 . 

DR . H. i" :.nRC! : That ,",ill b(' r/.!;lorted in the r:ti.nutes . 

HR. LILIE!f1'lt'J, : That it; that ni.r.lcoGr1!phed stat(ll;lent . 

~iR . FARLY : Oh, I :1.we copie::; of it . 

t;tateTr_ent . 
DF . H. A. 1lOltGAil : I take it that i s a copy of the publi~hed 

!.!R. E'.AllLY : '1:1110 ill a copy released by tile TVA . 

DR . H. A. mnG}':.: P.eleascd by the President . 

1HZ mts':DEifj': This l'ras relca"ed at ny request on Tuesday 
a.rtornoon, last. 

00 . A. E. WaCiA::; Yes . There are ol'.ly two or three thine~ t'\8t 
in presentin.:; to the !'Iress are "0 clslcad~ here that I th!.nk I :-lust con­
[lent on then . One relatet; to the l<lSt s~ter::ent about the dishonesty of 
public officials in l:r . flWJdc 1t; co;:r!(.nt:; . That i.s a eca:!ent on certaiI' 
public se~nt offici.lls Tlho are corruptcO. I)y utilities , and the context 
shOlTS it . It is not r'_ ferrir.c to ':'e=essee Valley I.uthority at all, but it 
\las in ClY disCllS::io:: o~' tbs r:ccessity fo~' di!"cipl' nine the utili ties th<:t 
they had OIt t1l'loo corrupted plblic ut::.lity officials :l1K! that is r.tlat I!:' . 
HillJde refers to I'Ihich is t,x siznificant point. 

Till: P;U::SIDEllT : Did you },ave any cQ:l':'.unication with Lr . l'Iilllde 
l1ith rceard~o your Atlantic J.:onthly llrticle? 
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- 45 -

DR. J.R'I'Htm E . i(lRG.Jl: I bod no cOI3:l\1llicet1on with !!.r . '.1l1k.le or any 

kind or noy ''OJ", He eld not Got Ills copy from OIl. That was furnished 

111.1:\ by the I ~UPP09" , lJ.llo it has been inferred toot 

I hod a copy "fur my erUde was 1n pl!{;O proof, hls 

suc cea<.I1ng was sIInt to !:Ie lind I mode two or three lnterlioeatlons 

eft!!!' my art1<:le nas 5ubstnntiru.l:r eOrlpleted and "as 1n pnge proof . Then 

I SaW his and :1ude one Or h.'O lnterl1neotlollS lifter ny articlE! OlliS lIub-

8tnnttolly eomplated. I S8W hte as it c=e froc the .• tlllIltlc Honthly 

to ne. That has not b~~n cleared . 

T"':: PRESlIEJIT: In ot~"r word8 tho ;.tlantlc-!.:onthly sent you your Ilrtiole 

to h1.Jn and when hts r oply or add! tion w, II sent to them they sent that 

to YO\l? 

DR . I.RTHtm l!: . /JOFIG.JJ: The s ituation is th t s. \,1100 -- I think that 

his .. rtiele eppollrs before I11DII. You 580 . 

MR. LlllIE!fIlI:J..: That 1/1 corNct because you referl"fld to it in your 

article . 

DR . J.R'I'Hlrn .. . llRC:~I; No, th"t is not the C",Stl . Hy ertiele IIppftClred 

before hia. 111 IIrtiel~ hod been submitted supposedly completely . I 

corrected the gol1eyproof. It WaS 1n page proof . ..nd wben it WIIS in 

pllge proof, I hllpp"ned to bll sp= rD lng (. flO" days in UC8sochuset ts . Deu 

Boston, on other motters enttrely n nd the Editor of the .. tl}I!ltin 

).!onthly. sent De thnt lind told ~ U' I could f'et the copy to his ortice 

by two o ' clock the n&xt IIfternooll there ",ould be opportunity for me 

to COr:r.Jltr.t o n 1.11.'. \/1Ukie ' s article. IUne ""5 io p~e proof, the lest 

dllY befoN it l/l:lnt In . Thllt '11118 how I bappened to receive p~e p.('Oof . 

'l1£ Hl.GSmEltr: llut he mu$t hnn hod a copy of yrur articl .. before he 

wrote his letter . 

DR . ;.RTHUR E . ~XlRC...N ; But hi s le t ter "8$ not his article. 

THE Hlo.SlDEI'tr: I a'1 tnllclnc lloout Ills letter. 

DR • .i.R'I'HIJR n::ec • .!!: The "tlenttc !lont.hly_ sent II copy of c:J IIrtich to 

hi!J and he cODll8nted. 

TI£ PR~ID~1T: Old you see II copy of hls "OJlOlnt? 

DR •• Jm-!UR E . UJ:/Gi.N: No. 

THE PRESlrr.:tn': aut, you SlII'I 1I copy of his article 1n th" next o\J.ld)er . 

DR •. .RTHl1H E. I()RG • .N; 'in. Thare 1s one othllr point thllt I W!U1t t o 

men tlon • 
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- 47 -

CHAIRl,Wl LlORGA); : I would lihJ to quote one sta.tenf'nt 
that 1'1!\~ quoted by Dr . Harcourt ):or~~n, "Arthur Morean has in­
creased bot.h the scone Md i:ltens:lt:' of hi:; att...,c):s upon r.ajority 
action IItltil i.'! reccnt r.onth:; this cppo~ition 2nd obst~etion 
hllYC occupied pmctically hb entire ti.':\e evo'. to the exclusion of 
his attentlance upon Board ncetin,,!)" . That i:; an i.,correct statC1".cnt. 

HARCO\JltT llORGA1', In connection uith the Chainnanls 
s~at=ellt I should 1ikc to rub".lit my evidelJl:e, the resolutions of 
the Board of AU{!Ust 31 , Inth ref~l·e'1ce to this article and -

TtiE Pf'.ESlIE::T, I t.'link those are in already. 

CI!AIRLIAN MOf.GA!J : At varieus tiJr.es me."lI~er~ of the Board 
hav·e been ab.cent fro."ll !:Ieetincs for conside,·able periods . On one 
occasion one of the other 1:\eI:\00TS lOllS ab~el'lt five I:lonths in the 
year , and in other case9 !l\CI:!i:>cr:; have bec.'! .:Ibsent for considerable 
periods . It hall been my Custan to inquire of BO:Il"d member:; or of 
the General l!:l.n.'lcer of hi:; office , .. hother a meetinc was de~ired and 
II'\Y calls for l:ICetings ha.\"e ~e!'l very f(!'" because Ulose caUs have 
go:te thrOUG~1 the Gen~ra1 mana(:cr ls office and have been left to hirn. 
I !:light say ,·,hen reeent.1y I did call for a rleeting that call _ t he 
mcetin, did !'lot cone ~s called ty *"C but by all tl:ree mrnlbers of the 
Board. It \laS taic<,!'l up rl'ith I.hc ot-hl':" ·',0 - if ~ and ono other 
mc.":lbe!" arc pres:nt at Kno;..."illc Vel)' o1".<.:n it ill not feasible to Cet 
a "'eetinc; if the othur .. 110 rcm.hc:-s nre present it is f(1).s1ble to get 
a :;tectinS. I = in an advcr~e po~ltion ·_h~!"e . 

As to carryir,c at thl' work of the Board, Cllpecjally re­
cently the Boan! meetings h.:lve been 1ar,";cly comparahlo to this 
!:leeting Where I rill:; O!'l trial. They have been quite si.-nilar :in 
appea:-ance to th':; "'eotin, ar,d there has been a pilin& up of record.!! 
ani ten:t3 against CV ~eord . 'I1ta~ has been to a very considerable 
extent. Aside fran the rout:i1le of the Bo:lrd we have no difJ:icu1ty . 

THE P'lESIDE:lT: Are records of those neetine"s kept1 

C:1AI!Uo\!1 ~'ORGA!l: Ye:; , 

TH E PRESIIENT, Steno;;ra;>hic records? 

CH.HR:!AN l.iORGA;; : r·o , that ha3 stopped . They ere not 
kept . L'.y attendance at a meeting in which the vot.e O!'l any cen­
trovers1.:tl <:'latt.er is all ~r:-anged befo:-ehand is somll'\1holt lil'l1ted. 
TI".erc is a va:;t fLr.\ourrt of wor]; jn the TVA . Tho 1\"lI)' in Yotl1cll I 
can !:lost effective1;,· mlrk is a I:\o.,ttcr to scr.e extcnt of II'\Y Cl,TI 
judew.ent. I rur. ](ceping up even ~'hen J.\'lay from Board meetini'5 , I 
am l:eepina up with the curre:!t 1'10:-1-.: 01' thc Board . lI.atcrial is sent 
loO ne if I do not happen to be in ny o!fice nnd I find undor present 
conditions I can do !"lore ('ffective l;ork in public se:n:icc and !"or the 
TVA wh\lre I Col:! h:lve ql\iot and no mlt'~Gonisn. . I CM be of morc .!!ervice 
t.han if in fornal ncctin~:l . I (!III SCFrln; the TVA as best I can wit h 
I:IY own judt,;ncnt. with all r.y t.i .. ~e and energy oxcept during a period of 
111ncs~ rcce:!t1y. 

And the sta~ment that opposit1.on and ob~truction ha·,o 
virtually occupied "V' a"ltire ti.-cc i:i cO!l\'llctc inaccuracy and to 
ir:dicato that I = not ci..-inb m.;.! t...mc an:! c...,crgy and judgJ'".ent to 
th~ 'NA i3 an entire i:,necuracy • 

• 
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- .. -
THE PRESIDB>:T: Chllt rr. .... n MOTgsn. you hove Just sdd 

ao~ethlnG to the efrec t thnt decisions and policies are arranged 
and decided on before II Meatin/- by the two T:l8Jorl ty me::JbeTS. I 
teko it th-t on any boarJ of ,-an4cement, thet the ~ber5 of II 
board ot ftalleser:ent Or .. d:llnlstraUon heve II perfect rlrftt to 
COMult toge t her hetore II ::If!(!tinr; , to decide on policy , "hether 
1 t be a prlv .. ee corpor ation or 8 r,overnnent agency , (lnd t hrt that 
ia CQO:lOn practice . vou 00"" hod the sw;o op!lortunlty to consult 
w1 th each of your follow Ml:nbe1"s bero!"~ 1:10 85 t~ey h"VIl hlld to 
consult m. th each other . I~ thpt not t rue? 

I~ . A. E. llO~: 
refu t e the lr.ylleotlon that 
lind t het 1 had abendoned my 

The statc:nent r hove Ju~t r.::adc 
I waS no longer II r: .. rober of tho,; 
dut1e~ . 

THE FRESIDftl':' : Thllt doos f.ot enawer th.Il que<;tion . 

WflS to 
Bollrd 

tIR . A. !:. ::OHCA.": I introduced the stetel'"..ent lit tl;et 
time to rel1ev~ thllt felae In:pre:;aion . !loyon"- thl.t I do not wan t 
to go any further . I "'ant to ro l :>, on I::Y original stllt'$leot. I 
mr.de thet porticul!>:, stll~el'lCnt lll=t it be inTernd thet I he'l 
practicelly 1I~lIndoned I::Y duties . 

THE PRISma)T: Did :>'ou not h.Ave tho s,.",e opportWl1 t y to 
conTer I'I1.th your Tell.,.. ner.hers beTo-.; "!l,·ttlng or durin~ the 
moetings es thLY hc~ to consult with eer.h oth' r? 

CHAJRlIAN !:ORGAN : t'o . 

'filE PREZID~'PJ': 1'Ihy? 

ART:>{uR tlO'lCA."- : Thr t 19 II long story . I d.on ' t t h ink 
I should enter into it hore . 

'lllE PRE::>IDEFT : Tilero esein , Cha1rr..en 1I0rgen , you bevo , 
1n ro.ek1nC the verbel stetefJ(m ts which you hevo juat orr£rnd , iCl­
puted i~roper ~ethods or d i scussion bLtwcen BOPrd ~mbers beroro 
100 . Did you rlClUI to dO t!v t? 

ARTlITJR f.!ORGAN: I pr"r"l' to limi t my stetumcnts t o 1n-
dicnto th~t I h",ve not in 'my ym.y Wi tb:l.re.':1II from tho o.ct1vitics 
ot thO Bonrd nnd I Wish tlr.forca or p;y stetecents to be limited 
to t ha t. That point I wanted to meka v~ry clear because otha~­

wi se --

THE P!l:!::SIO!N':': (Intl'rposing) 
proper IIIBthods of co&sultetion in whet 

You have i::lputed 
you hll"e said . 

im-

AR'ImJR IDReWl : On l y where neeess9ry to indica te that 
I have been p<:>rforc.lng,,~ duties to the 'rIA. I don ' t want to go 
eny turther than that . 

'!liE PR;..;sIOFJ'T : ~ou made en imputation. Do you stllnd 
on that icputation ot i~proper prectices? 

ARnQIR ID!lGA!: ; yes . 

THE F~DEI'I' : You are not 'r111inS to atete what they 

ARTHUR ~~nGAN : Not at thls ti~e and ploee . 

l.!R . u u:mn!AL: I esS\U::II that lit tha proper title theNl 
will be en opportuni ty t o enswer the IIdditionel charges thet have 
been =de i n t his meeting? 

THE mESlD~: yes. 

ARTIruR 11JRGM : I have me.de no lI<:!.ditlonlll charges in tbis 
meet ing . 

THE PR!SID!l'T: Cbei:T."~n ~!org!ln . I r::u.st dis8gr<te with 
you i n t he stet el:\ent . '{Oil have 1'"0(1(\8 lin '1<ld1tional charge or ic­
proper practices on the pArt or your t wo colle!lguea , thst of 
l'"~lng i~roper deciSions end of conferri ng tegethe~ in an i~pro­

par conner berore Boerd neetlngs. 
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- 49 -

MIT'.il.lR IoIO!tl .. -\:, : I :::."ldc t:lo:;e ::;;1.,,\(. cl.ar&eS p"bl1cly. 
1'I.e'l"<.) 13 not~.i...- !'e;; in t;I"~C e:l."r;; s , They are the s=~. 

n.E p;tE;;II'EI:r: You ~rc not ,-:illi."l& to ::;pccll'y r.t:at 
thosc eharccs ar, 1 

AJITl-:t'R I'GR"j,j, 1'0 . I C~ only so.y that I have addod 
nothin:::. 

TIE PRF.5UUIT, Viec C~.r;ir.-.:lI'. Harcourt lJorgan h..~s 

offcN;(I this oxhibit , T<;osolution of Auft:~t 31, 1937 rclo.ting 
to tk. /,Uantic J:o".thly ~;-t,iclc . 

Thc oA:'libit, nu.nhc!'cd 32 (previously idcnti-
1e1 1.1 th" r('cord) ro~ds ,-s follo";s l 

Jo}Jjihit )2 , 

n:: J§SEF. V:.LLEY !.u·r::ORITY 
Kno;.:vi1l(' , Tcr_.cs~ec 

:.U'"U3t T, 1937 

;.~:F-'lE:.$ , ;,l"'ti.Ul" E. !'or';~J\, CI-,e';"'-=.r, of" the Do:lrd 
of Direet'l's of nc ':''''ru:, ... ~c" Va!lc;r ;."thority, in an erUclc 
cntilled "futli; C",m<-r:l,i!, of PO'.cr", ~p'l<;~':"~l'-- in th- S"ptcnbcr 
i:l.suc of r.he M>n ic on"hl;· , hes ir.;:>u...~Ld the i:ltc-rity of 
thc Tonr'cw ~c V~ll,,: :.\·tl)cri"y -.nd thc hO!1c~ty and moUvc& of 
it:) EJO<'r.:l of Dir ... ctcrs; ;'\rId 

¥,.:E.:.E.".S, It is !'<--::o;;ni::~ that each I1I(:mbcr of ~e 
Do=<! h~3 tlh, duty to (.:)'Pr(.~s his ol-,:U-.ion upon <-verj que:.tion 
jlI"Cwcn!,.cd f"or ~ction, ."nd t;;lC privllcc::. of o.=·:prc;;;sil"'.C h13 
dis,"cn~ "twn h1:3 viC''!! co no" OrV/:l:!.1, n"vcrtilclc&s 3tto.e1.~, sueh 
:IS tho .. e in thJ :l!'ticL rocfCl'rcd t .. , on '..he honesty ard e.ot:!.VC:l 
of :ls"oc1.ate~ "ho hold contr.:r/ vL,.,s , .~rc inlprroprl..:'tc to th~ 
di:lrussion of public ~_-r~ir~ , h:u,Jic~p ~dminL'Lr tion, Md :lro 
:l1ien to the bc~t '_r"d~t';'CI.J oJ ,'u"lic s"rvicc; .md 

\"!i,:r.E:"S, r. (It:", rn[:~rd for thc responsibility of drn1.n-
1::;ter...J'lg thi.:l project precl\ldes tlw Authority frOl:l ansV/erine 
nt~nck3 of thi~ ch"ro.ctc!' in the ronu:\ "'hich Dr . 1J0rem has 
cho~en; therefore , le,t the Autho:'it:r l ~ ~iler.cc ')C int"rprct~'d 
I::S ncqu1e~ecr,cc in th~ use of the r.fo"C~~id mcthods , 

F. IT IW-SOLVED , Th",t tile Tennc,":;CL V:lll"y Authority 
hereby dL o.,,,o,,~ s~eh rethod~ in ~!lc di~eus:;10:l of H:; ;}l"O'JlC'~13 as 
11ljuriou~ to the project ~d to tl'c pu:'lic intcr,,~t . 
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-
- 50 -

1oIR . :lJcJtCOUIlT !.lORGJ..N: I ~hould like to U'" the Cr.8lTlIIILn . 
ir p"'rlllh~lt:.le . "(I .IIom he Nfcr:; liS tei"l f,tsfn' frolll i!Q'.n:! meet­
b~l!I five IIIOn~h!. 

MTIrJR LOi,C_N, T/;I .Ill" . !lF~'cOJrt Ilor~an . Not ill Gn'! per iod 
of ti_ but in the course of II yf'~r . 

!URCOOitT MOfiG,\;l: I would lik< to ex.~lain that lIit-..Ption . 
I 'h1nk :·ou are po:.sihly hforN"d ,,~ r;,' \'.:ry s"rious ll':'ne~s . I 
wn~ 1n II hospital for 1II0 r e lha" tI'T." l'ionlns . 1 can .. ive you the 
c .. te~ . The la.t d~te t,,,,t I _r,s :'l" ,,:'m' h Au~u~t H)6 QII Au~st 
11. I _~ then threa'''ned r.it.t. II ne~o>'lS conditi.on and I went •• al 
anti etulle back on I.l:e tt>n'h of :;Ept.e<tl.-.r . At \.h~t ti ... e 1 lIU 
t.hrea'en<"d wit"! II aeriou~. c:.r"uncle on tJoe tack or If)' moe.!: . I went 
1.0 bed. A Board m .. etin ... ,.,.,s CJlll"d on the 15th of S"rtL"~r, 1 
th.nk, and contnor" :'0 ~j,e <'octo'" ' :' oi"l'etion 1 ~ot up "nd went. to 
·t.~lIIt meat!n> • 

• 
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- Sl-

HAiteOUll'l' A. !<Ot PAN (contJnuee) : .\nd then wer.~ home Bn:! went 
t o t he ho~plt(ll. I f I r ec ollect r il'ht I didn ' t "et out or the hClsp i tal 
until the La."t :\a.ys af I'Jvc",nc r __ thr ee ":eel's "r that prri od it \';as tl 

question vf ,,"'hlch troy I ,.~s to fl'" i.,.'! rl r.v the eO;1Volcse cnce ii, Dec eMbe r , 
du r in" .. !lieh t1.".£ 1 Ilad n nurse in ~_y 1,"F.e , but c·, rr it.<1 on - - th'lt is , 
a\;tllc r it"tive ec!ivltils '.;i~! r q>r>:'se·'tutives • H.1l .;t~ff al'1 held t .. o 
mee t ings . 1'0<0 roee U r.gs " H O Dej~ du d n; Lecen,be r in my horr.e ~ut of 
defe r ence to r .. )' e O'l<Htion . j ";de U",:)I~ to 1'0 to the offi c I' . 1 was 
un&ble t o go to the o!'rlce Ul,tH .301"e tirr." ir, Jer.u'_ '·y und the fi r s t 
,,",eeUng I IIttenjed jrl Ja·.ur, r v w~s "" Jonu~ ry 15 . I t!oini( tllllt exphlr .... . 
tion 0'- tile Cllai r .,-.ar ' s statc,.-u,t is e~se~tis l. 

CllAIRMA.t, L:G'<GAN , I ' d 11"8 to «id , t~f' r '~~s no Infc r erlce 
wha t eve r oJ' ,mdes I r "b ltl ev \.(il';lce . 

HARCOURT A. ':ORG;l: : It sUll I~ .. ;, open s~tl.te:::ent without 
tony COfII::lent . 

CHAIRM;J< J.10Il.CAI\" : That 1;: c rll"rec t, but 'fly impli cations tl:,.,t 
thut ~ame J"lexlbll1 ty nhou1<1 apply to all lI".c",l;e r s of t l: c BOll r d . 

THE PRESIDL."'l'I': The next eLLeg3.tion on the par t or Or . U. A. 
Wo r gan and Ilr . Lilienth3.1 In the "..eJ!IOr an<\lL"t: of ]anaa r y 18, reulls uS 
follows : ~ l t I~ not pc r ",ISSiblg for flr thl. r E. J.!C' r f'lln a s En e x pr Cilsion 
of disagr eement t o enBag~ In unJllppor ted a t t a c ks upc.n the lntegrit :i , 
pr ofess io 'Hl l ethics , and c"rr,~e t ~ r. c e of key me.,-.be r a of the s t uff a nd t o 
ha rras:; a:"\d inter fe r e with the:n while the)' a r e e ~ "rylng ou t Qu t l e s 
r eSulting f r om dec isions <luly s rr ivlOc1 8 t by <1 III:Ijol"i ty of t he Boll r d of 
Di r ec tor s . " 

Dr. Ha r cour t I.~orglln ol;d !.Ir , L111ent l::I 1, upon what fa c ts ' ."a s 
this c ha r ge made? 

!lIl . LILlll.'1'HfIL: L.r. Pr es1de'lt , this Is sn ext r c",ely g r 3v e 
ch!l.r ga , "nd pr esents s ;;ltuetion -- a ~er i £ s of foets ~ .. hic ll 8 1'11 ve r y 
dist r ess i ng • • wc r e ve r y dlsrurtiv~ , and whie ll to explain r equi r es en 
e xtended st~ t e".ent o f ;'ac ts . 1 hope tha t 'in v\cw of t h e impor t e m: e 
lind gr avity or the ch~ rge thn t we 1'"ly t,!\ ve e~ oppor tun ity t o state 
t hl3 matt ar in the det!tn whic h i t -ieee ,·vcs . The fl r st se t of fects 
upon "hie !! tll19 clnr t;e ;9 r r e<!i c"ted r iates to the 'lHecks upon counse~ 
f(l r the Author ity iur i'll tim t r ial "t Chett~noogo, Tcnr.essab' , of the so­
c3.11ed 18 utllities c ase , ,..!:ich , !l'; YOll r ecaU , mI~ an at t ac k upon the 
c ons t itutional vll !:id i ty 01' the TeJ:;\eesee V"lhy Authori ty Ac t . Th is 
tns t onc e i s 111ustr oti ve of the typ~ of oPpos.tlon . ~ of di~ruptiv~ 

opposition :'r o:'". within the Author ity 1' r Ol'l whi c h ~,'e have auf f e r ed - - f r om 
""hlell the T . V. i> . ~ rojec t hos suffer ed ._ f r o"," C .• l r l'lan !>:o rS"n \n varyir..,; 
degr ees . Bcc 'lu!l~ it is s? ser inus nnd ~o illuminative of tile Kdn.inis ­
t r a t 1ve pr obl'Hns with ,,1\lcl1 we ,~ r e c onfr onted , 1 should like to suhm1t 
os an Exh i bit to th is s t ater.,ent !l c ',n,ple t ely <!oc u;r.e nted fila , r~ther 

ext enSi ve , wll ich ei v~s t ~e an t i ..,'! stor y 31ld dC!"lo!let rat~s, I thinl< , un­
que3tlonably the accur3cy ?i '.Ile go~er~l c i:arga which I Shell ou tline . 
The full signHi c f."e e Q!- w::a t h ... ~ occu" re~ i:: th1e Instanc e ca:\ only be 
app r ec h.ted f'r c...- e stu'l:! of this doc U%cnta r y r .c.-,r J, and ev·' r ytiling t~ll,t 
1 shnll sa:' h b~sed upon t~.1s r er. or <l . I f i ad that i n this r ec ~rd __ 
i n t his tilo ._ the r e ~ r e 'lne c r t wo mew.o r nndr, f l' om I:.r . E. L, Ch9 nd l e r 
to It.r . ;a.~. ~s Flor enc e Fl~ , :feted so~.otil'\a i n /-;ov",,-.be l' of 1937 , 
whic h h~ve beer. o::.itt<H{ f r om the files . I find it her e . 
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I happen to regerd the"" as u-r:aterilll , but Chail1llan "orgll.1l has stilted 
in tlla diseussion o~ this "I!tter with the Board tha t ho !""eRrds them 
R~ very Blonl~icant. I Y;B:>.t t o assure you th&t I·.e will· promptly supply 
copies for the record. of those ariditional memoranda which ara extensive . 
Mr . PreSident. six dl\Ys before ault CruTll to tri81 at 
ChllttB.nOObo., Chainno.n :~organ at the raquest 
of 1.1r. Fly, General Coua.s91 of Authority, t he pOSSible 
test1ll1Ony by the Chai:rr.mn i::. that l1t1gatbn . T:"e te1egr8l'ls requesting 
his e.ppeerence and so on Ilre pcrt of tbis fUe . A lo~ conference 
was be1d, attended by Cbt.1n;.an Wool's .. n , :.1r. Fly, 8[ld 1.1'. Jo~.:1 Lord O'BrieD , 
wbom I am aure you are f=11io.r witll , II IHstinguished attomey of 
Buffe.lo , New York , who has been for 3O.0e Y'll1rS specinl counsel tor tbe 
Tennessoe Valley ""uthority in in constitutional litigation . In that 
conference , certain stste~..,nts \Oere made. It wae lin eJCtelJiad confe rence. 
A report o!' the eor.ference i:! detail is included in this documentary 
tile in II l:'.emoraadu::l dated November 11 , 1931. I shOUld liks to quote 
cartnin portions of t~.<1t record: "lie (the Chair",.e.n)!and parenthetic8.lly 
in the course of thh discussion witb lli. Fly and Mr . O'Brien! pointedly 
criticized SOr:le of the power tl'ansactions end SOlle of the 11ne9 and 
oonstroeUon jobs I\I\d expressed t ho idel! n.at it would be possible tor 
the Court to deollire SOme of such activi ties l1legal without atfeeting 
the "IIIo1e pia:>. . " ":urtber," in the IIIE1'1or3Ddur:I, "he (Cl'.eira:sn Korgar::) 
questioned us !meaning l;r . Fly and ~:r . O' 3r1eo/ SOI.'le.mllt upon the lege1 
saries or the o!ule; ho .... the wse might be d1vid"d up ; whet the group-
ing at the charges were , and sounded uS out on the legal possibility 
t hat the court could alJi would take the view tb8t some of tbe power 
opol'lltions mi,ght be enjoined and the rest of the progrwn remuined intact . 
1Ur . O' Brien and I soon cethered the dritt of tht. discussion el'ld trled 
to illlpress upon him the siGnitiCCJIt point th"t '>llything .mlcb d~08ed 
any pb'!.se of our csse , purtiClolarly "nrthir.g colllilld fran a mnD In his 
poeition, could not but d'W<ase the entire C:lse. We expressed the thOll8ht 
that it the court concluded that the .,len "'~9 b'ld, it wes very likely 
to detent uS on the ent ire c:tuse . " 

Another quotution - - und these are eXCerpt9 trom the entire 
record: "Again tl.e Cb!!ir!'l'-n drtft ed h:to an 01':11 criticism ot tbe other 
Board JDembers, !:.flQ, finf'.lly b!lc!ced to a discussioa of the theories ot 
the case. Repeatedly, he c.::me b(,o:( to the S':J\'B problelll of flndlll8 aCme 
theory or the oase or possIble judIcis1 decision whereby certein at the 
power activities might be I'njoined ." According to a r.r.emorandum of 
Novll<!'lbor 18 , frO!.1 lor , Fly , it is stcted HA third. point which Wu.s Dot 
mentiol"llld in tbe rough dr·.f t of yesterdllY , W"8 th'l l the chlli= /lsked 
tor II 11.!It of the proposed utneSS0 6 . " \Parenthetic:!lly, meanill8 tbe 
Witnesses of the T.V.A. I\a of oourse the Pa.,er Com~y Idtnessea .. ere 
not made Ilvs.ill:b].a to us.l ~I OI"va hin II list ot our own engineering 
et"rt and did not vo1unteoilr II list or the outside .. i tnessea j ho..,ver, be 
add lw "'Illted tbe letter r:ul I SlIve them to him. He iooio'>.ted th.!.t he 

·eXpuctsd to t ll1k to the witnesses in the next tew dc.ys , but he I1row no 
shorp line be t woen thd enginellrs In our ov.n orgMi:tction am tbose which 
wa ht.ve r"t9ined sp';cin11y on th e CS90. The Ch>linnnn bos in foct baSIl 
talking extensivuly to our 0;·'" crgiooors but I do not k:now Wi th allY 
sccureey the scope at hi~ w:or!c with ther:!. It b~a no"l. beon reported 
to me . " 
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I 

_ 53 -

A.t the ~lmIe tir.;e. lIix days befo::-e this :r.onentoull constitu­
tiOnAl litigation "'111 to ':Iltein aad "4111e coun~'31 'Iud engineers ~Iere 
all under Grant ~trllin of pr~l>srin:; for this case 8./·ainst som!! 50 
lliwyers hended by th'3 lBte !lewton D. Il!l!,er , the C!I'Ilrme.n , in writ­
inn , charged cO'l1lBel first , eol1\\sion with t>,,, oth'll ' rl.irMtors i n 
excludi!lf; him fro," t he cesc; llecond , endeu'forin, to COlmlit him to 
unapproved policl"s , soo third, '-i"le t~ ne "dl~jnistr!\tlve procedure 
in calling dtrec~ly u;:on cmclneers ror ss~ist!lnc .. , 0"'\ fourt!! , csll­
Ing upon st lcss~ ons enclncsr !'or a-"l ir:;)l'o;oe,' tnle of eVidencs . I 
am not referrillG st the t1r:a to the "l!'lce In t~ volur.tlnous record 
where thE'se stater:ents liN doc=ented , T'les'l c'l&.r'-;' II whiCh -.;ere 
oade in .-rIt1nr wero also -,.,peetcd orally . 

lll!.. LlLli:NI':-iA.l.: To t:r . Fly . 

'tHE Hl:ESIDlI:'I' : Counssl foJ' tbe TVA? 

MR . LILIEN'IF.AL : Couns'-ll for the TVA. and in CW' opi'lion they were 
wtthout any foun<!. .. t!on In fact , 11$ the subsequent IInal),lIls of this 
rscord shows . and tile), constituted en improper harr!l.ssn:u,nt of coun~el 
at a critical tiM . TIlis is in support of .. specific charge in this 
llIemoraDdWll t o you. 

'lHE PRESIDENT: Was the trlel then on Or \1.'811 It ,ust IIbout to begin? 

Mn. LILIENrnAl.: 'This ;/Sll eix daYII berore ths trisl bssan . In this 
llIemorandum by Chatrman Moreen to Gene::-Rl Cou~el Fly and In these 
conferencss t he Chstma:: 8I:',phasiz:ed t he stgnifleanc .. Of his posi­
tion all Chairman , hiS standing liS 8..1. ar.gI~>eer , his e~erience In 
tod,UfJting rates betwaen conflieti:\C interests, aM. asserted tha t he 
ousht to hllve e t;uldin", h ... nd In th .. ccndClc t "f the ~:"8e . 

Despite the foreeolnc /'{Ilbllrrossments (tl> understate the 
eaBe) Chairman Morgan , et the sur-gestion of couneel. attended s 
number of conferences ~onecrning the proposed t~stl~ny of differ­
ent ,,1tnesses , He reQ.·.\8eted end hs received s l1et of prospective 
w1tnssee8 . As the trinl J'l·oeeeded . he "-'5 fOT'lIrded comnlete copiss 
Of all hydrsulic enSlneerin.<!. te~t1I!1Ony of the oppost tton .. hlc)] , of 
course, presented tts ease first. 11s had offared no suaeetlone tn 
eid Of the preparation . 

SOmD wee"s lnter, In tt.e midst of tho trlsl. on the fOur ­
teenth of December Chetrnl'ln I:or.:;an ITote Mr . Z. L Chsndler, B TVA 
sngineer of v"TY high standtnF and ebll!ty , repric'Uldino:: hln for 
prepartng enClneerlll4; datil of fo.lso or mislondl,,€ chsre.cter , stating 
that thts "'as ll"-proper professional coJnduct Bnd advising tne e;'lj': inesr 
to write t he General CO\lll~al end l'I1 thdl·aw t he muterial submitted , 
The l'\!II:\orWldllr.l t o wbleh I rofer Ie No . 87 in this· for ready refer­
ence _ in t)]is :-ile which I ~ulro to subroit as sn exhibit , lIuppls -· 
~nted liS it .. 11 1 b" , liB r heve Bald berore 0·,' eddltlonal merr.orandums, 

FOI'l'cnrdlng ... copy uf that ::;f!;l:.orendw:l th" Chalman ~'rote Mr . 
Fly , "lth Ii copy to' 1' , John Lord O' BriBn , that s nUl"lber Of engineers 
hed e:(pressed to ChIlIIT.!Ul Jo:orgs..'l theIr erlharras:.::lent at betnr cslled 
upon to giva testimony Of' nt&les1.t..,:.; c"sraeter • • :r . Fly . on DaellI:l­
bel' 20 , (l!1e::IorandUl'l in this retord) c:llled uPO:l the Chaln-..Rn to sup­
port hIe charges or to Wi thdl'8W than, On Decem"er 22, 1oI.r . John LoI'd 
O' Brt11n made ... similllr dm:Il!ld . 1 need :lot point uut ths extrer.e 
.criou'ness of any eueh eherre unlese !:lClde wi t h the f'>lllen support 
Of the f acta . 

TIle Chall'.18.:l dtd not rupond t u these dOMl.lnds for support of 
t hese cherges or e withdrelllli of thsm in t he alterMtive . On December 
29 , aftflr being reliably Informed thnt the Chelrma'l WElS slic r etly oon­
ferrlng with enGineers tn the spoeific attmpt to procure e1'idenee Of 
unprofeulonsl cond'iet hy tho lAwyers and the ":lflnelll'S or In ths 
altornat\vs , the le.~yerB or the enelneers, V.r . l"ly again called upon 
the ChllIn:IDn to support the chuga" speeifIclllly or to WI t!ldrs. 
them . 
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I call :rOUT o.ttention, I.or . Pr~sident . to ~he f a ct that 
during this tine t hiG e xtremely crucial ""5,, wes on tricl . On 
Ds""",ber 30. in a rnewon.ndU::O which is No . 74. in this file , the 
Chnirmc.n responded. discussing vu(';Uely (t:l"t is to say wittlout 
specification) throe c~ses , one of which involved M:· . Chandler, lind 
no. shown by this file t hut is untir"ly without mnrit in O<.ll' opiuiou . 

Since tl][l t ti:n~ . al t houf',h fr<)quently r",que~ted by both 
11:1' . Fly und MI' . 0 ' BI' 1(10., t ne Ch .. irnl3n hus rel" lsed to give uny fu r ­
ther infolTl9.tion Us to the basis of his CMl'g~S of unprofessionul 
conduct . Hc heG persistuntly refused to giv,:, the ur~'lI"5 or the cir­
cUl'lst(lnccs under which prosp8ctive witnesses '.',,1' ... lilleged t o have 
been improperly i~lunnced by counsel. Both loll' . Fly Ilnd Mr . O' Brian 
felt tnn t such ch:<rg"s agains t counsel coul d not go unnoticed . In 
the midst 01' the casa they ware for~ed :0 C!.Lr:y on an ex t en siv: if 
quiry and t ho long series of communlClI.tlon" WIth t he vanoua wlt ­
nesses a nd wi t h nIl t he 1l"rtie3 who hnd be~n conSidered as v;i t nessos , 
none of which would huve beon necussflry if t he suppor ting f acts to 
this grave cherge had be er. furnishcd . Evidently the en t ire f i eld 
was covered and the cOlr.plcte file establishes tho ut t erly groundless 
character of the chllre;es . Evilry One of thp wi tnesses used , or men 
who wCre prospect ive witnesses . whet he r wi t hin t he TVA or outSide 
t he TVA, h(lve filed st"t c~nts in t his recoro i n tho.t res~oct. 

This Incident CII."le a t II. t t"..e ",hen tno Authority ' s life 
was at stoke, (lnd morc th(ln ttw Au t horlty's life wes et stake . In 
mIIIly wel's it mo.y be sai" that t ho f"tu~e (If the eonservll.t ion llol1cics 
of t his country were at stake . And t ho burden of it fell upon the 
men who we r e chergcd with this g!'eve responsibility . As tAr . O' Briun 
stated , the rnuklnl!: end the continuance of thos e chbr,>"s wes 0. gr eve 
horressmont of counsel un(!e r t hese extreme cir cU:!lstances nnd was 
disrup t ive 01' t he work on the COse its",lf . I thir.k \Ie Illl know 
enough about the consarvlltivL charact or of 11r . Jonn Lord O' Brian , 
of his own e::cp"rience in the trilll of CIlS~S find t ho counselling of 
lmport ~nt int er"sts find I should thcrofoN I iko;; to N"d or ully a nd 
to rofer 10. the NCOrd t o his second lott er to Chairm!l::l. Morgan 
dn t ud Januc.ry 9 in t his respect. 

"Deo.r Dr . Morgun : 

"1 h(lvc your lQtt ~r of DocelJber 30 , 1937 (Th i s is a 
mernorandun containing unsupport ed chc.r8~s) . 

"Prior to t ile t r iul ar.d d<.ll'ing the t riel I have activel y 
par t icipat ed in "nd hllvo cloSQly observed the prepllration and pro. 
sent !:t lon of tho testimony . Sincu re~elving your roce!1t letter , I 
ho ve IlgAin g<lno over tne file of mIIterin l concerning the preperlltion 
and prcs.eatetlon of t ho ~ngineo;;r ' s t ... stimll"Y i n t he cuse noVi Oa trial. 
and h'lve taH.ed with the t<ttorneys und also with !l numbe r of tho 
wltnessos . AS!l rosult, I W!I. IU)ro tht.Ln "ver conflrm.ed in t he opinion 
which I prevlouRly eXpre~sed t o you t hll t t h" case has been hendled 
with unusue l !lbility "nd in !lccordance with the highes t s t t:.ndllrds of 
integri ty . 

"To this I desir~ to eSl)ccl .~llv ~nll your attention . Your 
ch.~rge9 , conln~ whll (' .~he cnsc wns I\ctlvalv On trial h'lVe h"d {I dis­
rupting o.nd demor"llzin,< eff~ct uUrln el' the attorneys anI! uoon the 
conduct of the Authority ' s rflS~ . 
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- 55-

"A~tcr c ',Teful rovie" of lh" matt;T I ru:: ccnv: 1ced 

,at r.har 5 r\L~t ,:\' .. " 0:' ,..T_"tod 1."1 ~ e l:liSilldontan<\..n& 

thot no';o no rc,aJ 'oun(!"ti~n in f~ct . i'he I'lattOT ou-:t.t to be 

dcfir.itdy c)<.-'lrd ';l in justir.c .0 teo 1,,,;:;or5 and also it: 

justice to tLc 1,ul'\or'ty ' ~ C,'~C , .... ~cl-. needs the Ixost. effort.s of 

all of t'I<' 3-:..to:"e',s . As 3' 1 the ;..t~orTl")S arc now under great 

~t.rJ.in 1.'1 the StC~"5 of th1~ tr:""l 1(11:\ \1riti.'11' to .~S!-: ~metler 

}"O'l will not "le .. !' tho;; recor,) :lIlJ "et t:\C "cniY1rs of tho leCa1 

staff freo fT(;n a v(.ry r.o.1v; ~ " I U:ia,~, <UTI'r:I:-r<ll"lted "ur:'~ 

of aru:iety at thi.:; er1-i031 -::i,.-, . " t:Ult i.:; tho end of :l:- , O' "'rll\n ' s 

letter , 

),,)"./, at arO'lt thi:J s~':!-e , tho r-Oard n;ecivod copies of 

these :-.e::3.0randa and, b<'in' cerniza:_t of the situa';iO"1 fo~t if :in­

rx:r"tivc:o ~cco.:ni:c :.he -rn·_t;· f tl1- i:.tcr::-cren~e of U,c 

co"duet of the ca.,,; ',nd it hd, r I:'edi.:·,r: ,nd th" eirc=tNlees 

oj' +;h.1-:: !'l"etil,~ ero ~et out, thc diI::';'culties 'lte r.ad i.'1 ("ceu,ring 

the ch::.::'rl.:ll1 ' s .Jre~cl:c(" d.c ncccs~:"ty for sevcral recc. tcS and 

rcspo:;ctf'Jl rec""st ~o h' to <I. ·c"-", as other1'fi:..c the !l\attcr could 

no, to<: clc~n'd S;J;C~ i ' .... l~ ,', m.~thr i;., 1.1\ich he had r..ad ch~r,;cs . 

The r,oad, 0, rosolutio], G!-V( a vote of confidence to the 

1c J.l :-:.nd C:1:-inDcrJlC st~:';- CC'lcc'r.<:l - fter a !:'_ud~' of tho N:eord 

and a Jis,,;ussion and th<.- \iscus~~or .... "'¥ t.3}:cn do= C7.cc:>t the very­

first p:rt of the bo'~ !"'-<'ctiJ.', t· ~t .. r.oLr~,"hcI'S nt\d is availablc, 

1'flletbor in th,s rccord or not I .om :,0', ~'Il"c . 'r\,"O rcsol'Jtions vrcrc 

ado:>tod, "nc CCC'ldC"JI'n thi~ cc du:t ~s disn,p. '\'e and <lI"l intCT­

!'erenc<.' .. ith tlle c""dact ·"it!. t:1e ;'ut;lor~ty t s l:on::.ine;;s a:1d second, 

a vote of ("onfij(r.c~ in cou. $cl .:..~.d t1,e cn;,ine,,'·s . Ci1ailT.a.'1 Morgan 

dcc1i11~1 to votc _ll f<,~er Gf c, r,,:;olution which =brace:! ~oth 

'Gir.ecrs ~d l~,l}'Q~:;, a.ltl,o'·,h he st:lt.oo on tho roeord that he would 

be lTilliIl!: to ap,l'O"o :I resolut'on if i. "cre conf.i:cc\ to toc 

ellGlr.ocrs a1m.c , At t:1C b<X:iU . 'Cetin' at .:11ich this resolution was 

consid~red I :lsk .. -d C~~"lr::"..:'Il /.lor.;:':'1, ':11'\ a rQ:lbcr of the lezal 

division :Iskod ::hl:.:!rr.cJ.."1 J.;oro:= in f~imcs~ to these b''Y"rs whose 

profe~$iona1 intcGrity h.:ld becn I:.tt.:lck..d, 1."1 fainless to the c<,-se, 

in f~irnes~ to t),o court, to 1'.".-.e tiLC .,cop1e ~g.:\i.nst. 'mOl:\ pressure 

hed beer. =rted "00 3t;ai:lst ll'c;lcr ~!'1ucnc" had becn c1:ertod . 

Chair."'..= !!orgM, as in this he"l-i,.,-", p""cist{'nt1y rcfu~c<I to p"e 

cv"" 3 clue.1s to t.":c c!rc"::\s+lllC"" wv1cr ~ .. \ieh the alle'lcdly 

u1'.profe.;cior.al pn.:o'-'l"O had beeH put- upon I"Iltncr-sc~ Md likCl"iise 

refu:;c<I to ,;i~hdr'l/ the charec:: . !lccpitc the f3et that fro~ his 

mom sta~em"l1t in tili.s :,\;COI"<l it is c1c r , it ~CL:":IS to Me to nny 

(niT s~l.:dcnt of this (",ocoro th«~ the ehtrf'e~ n~rc ruck1e3s and 

withou~ fourul.:!.tion l.1l fact the :;l-.airr.L;).n h~_s continued to thlll day 

in his tenacious re 'us"'l to "it.:\drel' tho crorees or to (;1vc the 

nrur",s of the witn"sccs concerned or 3n; othor s;>ccifie i."11'o"'l<',t1on , 

and I ;10PC t:nt ~hc F!" 3i-Lnt of th, Ul\it ... -d States teday "1i11 seck 

to s~ew'c til(: no.""1CS of tho~e lritne5.,es 'IIlJich th" =bers of this 

B<xlnl .... :d the le,:a1 division ",cro.m.:!ble to sec\\re . /Ie I say, I 

~ho'lld 11.e to suhnit ~s an cxhiHt to t.h't p"rtio" of the statement 

th1:l ontire file l"it.!"', the :\I?plcr.cnt l'efcrrcd to . (File not sub­

nit~od :It f ,is ti.L . ) 

C
ol

le
ct

io
n:

 G
ra

ce
 T

ul
ly

 A
rc

hi
ve

; S
er

ie
s:

 G
ra

ce
 T

ul
ly

 P
ap

er
s 

B
ox

 6
; F

ol
de

r=
 F

D
R

 M
at

er
ia

ls
: P

re
ss

 R
el

ea
se

s,
 M

ar
ch

 1
1,

 1
93

8



- S6 -

Another instance of facts ~UilPo:-tine thi~ SO-':lC chn.rCe of interference 
and harra.9sment in t:'IC comluct of Autho!'it:"s busines:J is the position and 
conduct of ChaimaTl L:organ in the ::,.atter of t~.e "ecotiati on:l of tha contract 
with the Alu;:u .. '"\tt:I Ccr.pany, 11hich contract:;: described this :::omi.nc . YOIl will 
recall I skted there t:,e bacl:ground of those negotiations and the reasons, 
which we t.l-touaht ,yere good reo-sons ;Ihy the Aut.hority declined to enter into 
a contract respecti.ng a division of ~o-cnllcd benefits to be derived by the 
parties frOI'l thc proposed con~truct1on of FontaJ".O- D:un. :'he decision of the 
Board not to pursue negotiations relatir<b to Fontana Dan =s reached :.lily 
19th, 1936, at 11 conference of all the Directors here .in I1ash1n(;ton s!1or\:.ly 
after a conference ,nth you , Sir . It SOC:l e;une to the attc:1t:!.on of the 
Board, hcmever, that lh· . Adolph J. Ackcn:-.a.n, a fOr::lcr I'nJlloycc of the LJ.uminum 
Company, one of the er.Jll1eers, v,ho i1.1d been desi.:;nated by Cr.air.w.n Morgan to 
carry 0:1 Fontana D= ne.'iotiJ.tions fo!' the :.ut.'lori ty, ,·,as continuin.:; unofficial 
necotiations .lith the company on the Font3..;.lD. Da::! matter, notw1thstandin,g the 
fact that the 30ard. ~ru:l li.."""I1tcd negotiations i.'l its l'.ay 19th r.eetin.-; for the 
ruture to t..':e purcha:::e and t:&1e of power. L, thot:e uno:ficial l'\egotiatio~ , 
I want to =ke it cle,r I an not a:;crib:\.ng to Hr. Ackcrr.:an any dishone~ty or 
corruption .in continuin.-: thc negotiation . All I <:11:1 sayine" the fact that 
that is ,·mat happened . 7hcl·Cu.pon on June 2 , 193:' Cha1rm.:l .... l llorCaTI bei."1g absent , 
the beginni.ne of 1\11 el..""tC!:ded absence of :;O .. lC ::;:1.7; ,··ceks for a rest - and I 
am not c:-it.:.c':'~1n; t·,e absence - thc Board ar",nt.ti a resolution providi..'lg 
that thcre s:-:.;..J.tl be no furU:o!' cOC".-::un1caticn v:it:. ~ongr"'ss durill€ the 
current ~cs5ion ,nth rClCTC'"lCC to Fontana DUOl cn<!. no rutcer noeot1a~ion with 
the AJ.wninun Company · .. lith rcgard to that [):un . 

T'I}; PflESIDE::T : TIle ap?~'OJll·jat1o;l havi..nc been turned dorm by the 
Ccrr.d. ttee 'Jy thi:; t1:::e1 

MR. LILIfliTl-U.".L : Ycs , sir . And. by t he c"~.pany . I M\ :;ubr.utting 
a copy of this resolution Ior thc record. 

EXHIBIT 33: 

r.:1!nJTE £JrfRY 
:;QA:'tD !:EETING ICWl 0;1 J!t)"'i 2, 19)0 . 

"Al! <l result of it:; lc:1(;1:h:y discu::sion conce=inc t.l-te pro­
posed Fontana Oem constNction project , th(! Board arrived 
at tho !oll",·."i\Xi conclusi ons: 

1 . 110 rurthe!' cO':U'\U;11cation is to be had nth Consress 
concemi:l.J authol"il.ation '~o constrJ.ct the Fontana Ila:D. . 

2 . ;..11 ne.;ot i atior.ll T.1.th the {~u.'".linu."," Co:'pany of Merica 
i.'lvolv.i.~ the a cquisition of the Fontana 161."\ sit{l are 
to bc il".::IooUr';,oly discontinuod. 

3 . The conclus1ol""::; of the Board !"lith rcgar-c\ to the 
noqu1.sition of the Fo:rt;<r;:13 Dol:::: sitc arc not to !'Ire­
clude further nocot1ation.:! ·,r.ith the All:1l1inum Company 
of Merica relllt :!..D,g :1;0 thn interch~c all(;' sn.le of 
electric ener.:;y. " 
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Nevertheless , early in Au~ust, 1936 Cilair",an !.;organ conferred i.n New 
Yor k • .- iih I.ir . ArthW' V. Dads, C'mirman of the Boai'd of Al u.e'linUlll Co . 
According to Chairman !I.cre.:n ' ~ 0''",71 ~'tatcm~nt in writino; of thl't con_ 
versation in II. meruorandum dated AU~u5t 15 , 19;6, !le told Mr . Da"is 
that he disa;:reed with th~ EO(lrr. llction in d.l.scontinuin£; Fontan(l 
neeotiations and that, he ".'ould ~eEk recon~ider.'l.tion by tho Board . 
Moreover , without prior conc"ltatiun with the !io&ro j,n outline<! to 
Mr . Davis a ba~1.s upon which ,-:.n IIg1"CCmcnt mi.;ht l'e 'Norked cut if 
Fon tana nel:otiations were resu.",ed . He ao ~ Dilly "uc~tioned the appro­
priateness of the BOuM action but III so asl<ed i,il" . DDvis "~.'hether dis­
continu"-llce of ncgotiatio"s r esponded to the 7:is\,e~ of the Aluminum 
Com;mny and t o "'nat ext€nt t;\ey wcre itli"orrtled of hi.~ acti"tl , " The 
mell'.ora"dum of Au~"ust 15 to "micn I reter I s'llmit ~:; 'In exhibit . 

Ex:hibtt ;"'4 : 

The Board of Directors 
Ar thur E. Morean 
August 15, 1936 

ALUMINIJM CotAPAtIY NECOj'U:'IO:iS • 

l'ihile I "'as in Ncw York lnst WG<.'k, I "poke for a !:lament to Mr . 
A. V. Da'lis of the Alwr.inwn Com .. " .. n} . I tolc him of the actioll 
of the Board to the effect n.s!- neco"'::iatiotls ?lith the Aluminum 
Company should be discontinued and that therefore We could not 
1;0 further with nezotiatione 'lith th<.'m . I told hi"" tl»lt inasr..uch 
as I considered th' mutter to D<.' vital to the unified control of 
the Tennes&ce Ri v<.'r , it ;-ws tty intention to bring the lI"o3tter to 
the Boan:! a:;ain a"d to ask for reccnsideration of their action . 
He asked in Casc of any ren"..-al of nogotiDtion& '~hat \. ould be the 
first step , 

ry r e,ly was subst~ntially liS ool1ow~ : Technical nezotiations 
have been c1l1Tied on throu:;:h the Alumi rn"<J Comp.:-.ny ' s llssistant 
chief en:::incer, !,:r . Gro"den . It is the O,oinion of oW' eneioecrs 
that Ill' , Growden [:liS ~ theory concernin] tho distribution of the 
ndditio;:Ml pO.ler which will re~ult from unifi<0 operations , with 
which our encinoers cmmot tigree , Mr . Gro" den, in their opitlion , 
es~u",es t,hat. of the 3ddiLionnl po;.,cr which wculd result fr'lID in_ 
tezrated control 'I ",'r.l 1arl:c port s;lr.uld ~o to the Aluminum 
COr:Jpmly. OW' iln::.in('crs do not o:;rce with tllis su[;:;ested a;>por­
tioo",.:nt . It srertlS tha.t pt!rho;:>s the Mxt ste, woul<"l be fnr the 
Aluminum Com,runy to Drin:.; in some outside disinterested e'lr,ineer 
whn waS not committced to ar,y theory about the ootter to ma ke a 
review of the situd.icn with our l'n::~neers to discover whether 
the t,luminUl'1 Compcmy .!ould find", "'ore moderate poSi tion acce~)tabie . 
Unless thnt r esult c>ln b" achi,>ved , it wouid seem tn l;e an aU,lost 
impossible ::ep bet"'e~n the ent;ltleer s of the AlUJ:Iinum Compflny and 
thoEe of the TV~ from the poin'. of tochnicul "ppr"i5a1. Mr . Davis 
indicated t!,~ t he ','Iould not. pe aver se, to such an appraisal. I 
reiter(>t('d to him , ho":.ev~r , t',nt the Board had taken official 
action disc8ntinuinl!; ne.::otint.ions . 

In "icY! of the fae"!: Unt. the <In£ineen unJp.r my directi.on were 
carr.fin~ on these no.:;otictions, I was dosirou:, of knowins whether 
discontinuance of ne!,;oti:..tinns corrc::.ponded to the wishes of th" 
AluClinUl:l Company "lld to wnat extent ~Iley Were inform~d of such 
!lction. Mr . Dl\vis told me he had h"d no inforr.-."tion as to the 
action of: t ne Board . 

cc Mr . John 6. Bl!lndford 
Dr . H. A. I~org!ln 
Mr, David E. Lil i r.ntha l 

(s) Arthur E . Mor glln 
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Dr . Gl .. eser in 10 ""'m~ra,,'.u..., .mieh he Y .. rote to t·r . Lilienth.l 
on January 9 , 19~7 st(ota.> tilat tr.¢ apprais"l unit under Chain,.".n I.!orgml · s 
direction h .. d ,,;su::>ed th" job of "DI'ation as well as .ppr"isal 9.1\d 
p"r~ull1\t to its own theories of valuation had adopte<l methods of conduct ­
'in€; ita .r .. r"is .. 1 w/oiel, did not conform to the valu"ticn t."eorie~ of the 
co"",,lttee constituted by ll,e "o..,-d . 

In the Sbr\e me,.Lor!Uldum Dr. (aaeser also COmlh.ined th"t both 
Cha lo nnan 1oI0rj';W1 and tht en"ir.eers en hb staif sfl"med rel"otant to supply 
him with lI.t. essential to the Ylork of "l l oeation anu that there WU a 
delay of four ann "haU .;onths in s .. curin!'; fr~m Dr . ~'or!.n's st.ff cert ain 
d"t. enenthl to the worl< of "ll"".tlcn. 

Partly u • ",ault of these delay. and p..,.tly due t<> tht. 
complexity of the problem no re~om-.end.tlol'" on allocatiol' had been m.de 
to the Board by thc vo.luati<m car.mittee \it the tir.le of ~h~ aFFropriation 
he6-rin!';s In i\pril 01 19~7 beior~ tiL6 llo\ise Appropriatio,;s Committ~~ . 
Boerd disc"s~ions h .. d clo8.rl)l reveule<l In,,t no o.lIoc.tion c~uld be made 
pendinb tM solution of .... ny ! ro~lelll$ •. hiotl we r e stil: o~en. I;evertheless , 
"'heo Convessn:"n ".ter q~cstior.e.I Chll1rlt .. n I!.organ cn dam .Uoc.tlons he 
pr oved to h.ve lit nls 1.lIlId • coc::plete set of ellocation fi&UNls for the 
dams constructed, under eonstru~"\.inn an~ .0·.ed~h1 for construotlor., .nd 
these he for' h w:i'.L sUl"'lied the Conr.i tte", .lt~,.·.··h tl."." had never been 
supplied tt> .he board ",,0.1 tl\" 80 .. rd wo.s W'.a .. are '"nrt th,,:,' had. bem 
pre p~red . 

The Chai~an" explwn~~ry st.te~ent , e'.ln Illustrating his 
uSe of the prestige of his office In SUfp<lrt of ):is r('rsonal views, in 
prese"tin~ this brave .. dminhtrative proble ... wid, wl.i.ch we "ere eontend­
inS Is o.s follows. Thi.s is a quotet.ion Iro., his tcstiruony before the 
House i\pfro Ilr ill t i on" Corr."I\i t tee : 

Dr . !:orGan. ! r.ave II. st.temcnt here tnlt has not been 
.pproved by the T.V . A. Board, but I can Give lOU "'Y O"T! 
opinion. 1 am satisfied personally that it is an exoellent 
.lloeation. the I:lOll.rd t..~ not ected uf<cn it either pro or 
oon, but our en&ineers, u"der my directi<:>o have worIL:~d It 
out . 

That .. ppe .. r. on par;e 3bo of the he .. rinl1.' before the SU"Co,,".mittee of the 
Committee on APllropriatio<L' of the Houso, Secon~ Defldency Apprcprl .. • 
tion Bill lor 19~7, April H, l~~7. 

"<I\l1e Chairman Ucrr;un thus e~pl:..ined that tt. .. alloe.tions 
were hil own nnd that they h .. d not oe<'ln npproved by tho> bOll1"d, his 
proposals to u Co ... .nittoe 01 ConGress in clfcct o~erate u 8. ~o"",itmant 
of the Au ti'lority . Unlou th .. ultimato .. llocat ior. fiGures are sub· 
stanthlly the • ..rne as tlloae recoftlllO'ndod by Ch"ir"",n ~'Oq;lill, opponents 
of the A\.othortty·s f'Ower ~ctlvitle. will , of course , ::Itt''''pt to II\II.ke 
e.pital of 6"ery d""htion. 
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