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T should like to have placed in the record copies of the
covering memorandun from General Counsel Fly to Messrs. Assist. Chief
Engineer Bock and Chairman llorgan, dated May 17 and June 2 respectively.

Exhibit 19:

Mr, Carl A. Bock, Assistant Chiefl kngineer
Jemes Lawrence Fly, General Counsel
May 17, 1837

POVER CONTRACT WITH ABKANSAS PCLWER AND LIGHT COMPANY

Pursuent to your oral request of Illr. oDarr, T sm attaching hereto a copy
of the latest draft of the proposed contract with the Arkansas Power

and Light Company.

The representetives of the Cormpany and of the Authority are in substan-
tial agreement on the substance of the contract, but there is still a
wide diversity of views on the form. This draft incorporates certain
suggestions nede by the Arkansas Company's representatives vwhich we have
not yet accepted.

I regret that I do mot have an extra copy of the latest dreft of the
gontract with the Aluminum Company availahle. However a copy has been
sent to Choirman Morgan together with an explanciory nemorandum, and it
may be that these will be available to you. IT not, 1 shall be glad to
secure for your use the Legal Division's file ccpies. You will mote
that in the Aluminum Company contract, unlike the arkansas Company
contract, there is substantislly complete ggreement as to form but no
agreerent on some of the most important m=atters of substance.
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oE r. As Ko Morgan

Exhibit 20;
Dr. A. E. Morgan, Chalrman

Tames Lewrence Fly, General Counsel
June 7, 1937

PROPCSED POWER CONTRACT WITH ARKANSAS POUER & LICGHT CONPANY

I am attaching hereto for your information the latest revision of the
proposed contract with the Arksnsas Power & Light Company.

AES LWRENCE FLY
Attachment

In short, Mr. President, the contract was enccted by the TVa
staff merbers under my direection whieh they thought was fair and desirable.
The contract was, of course, drafted, subject to Board approval and neither
i the Board nor eny nember lied given such approval. The chairmasn made a sSug-
, gestion belatedly, it is true, for improvement. The suggestion was adopted
by the staff and no vote on the contract was taken at the meeting in which
the suggestion was 1ade. 4 suggested revision incorporating the chairman's
. = ides was incorporated into the draft. The contract, thereupon, was un-
= animously opproved. This is the story of the srkansas controct joker
i end the supporting dete I should like to hapnd %te jFou.

[Part 2 of 3]
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Fxhibit 21:

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

The Board has been =dvised from time to time ol the
negotiations between ofiicers of Fbuasco Services, Inc., acting
for the Arkansas Power and Light Company, rnd the Tennessee
Valley Authority, looking townrd the purchzse and sile of a
substantinl block of power to be delivered, roughly, at the end
of the new TVA line to Memphis.

Conferences on engineering snd rote matters have been
eurried forward vigorously, and T submit herewith an outline of
a proposed contract between the irkunses Compsny and TVA. This
outline has the spprovsil =nd is recommended by TVA conlerees,
Messrs. Glaeser, Bvans, Swidler, snd Muir. I belisve 1t repro-
sents o fair controet, if the remnining outstonding provisions
can be agreed upon on 2 proper basis.

The only important provisions not passed upon in this
outline are (1) resale provisions, (2) reciprocal standby arrange-
ments, nnd (3) cuncellation privileges. The Arkansas Compeny
understands thot resale provisions must be included 1n the con-
tract, ané they stoted to our confuerzes vesterday that they would
promptly submit a proposecd schedule of reduced rotes in Arkanscs.
Recommendstions with respect to thuse proposed resele provisions
will be mede to the Bourd as promptly 2s possible.

This contrnct is an importmnt onc for TVA, involving as
it does a gusrontecd minimum annuzl revenue of §G00,000 (which
will probably actually on the average amount to about $750,000)
and jointly utilizing investments heretofore made for another
purpose, namely service to the City ol Memphis.

The Arkanszs Company is in need of an additional source
of power, and thercfore I hope we may proceed to u determination
of this matter as promptly as feasible. Muy I suggest early study
of these terms, pending the bringing of the matter to the Board
for oral discussion.

Dictated by Mr. Lilienthal David E. Lilienthal

over the telephone.
DEL:BB (Copy to Messrs. J.3. BFlandford, M. G. Glaeser, L. Evans,
J. C. Swidler, E. J. Muir (2)
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Exhibit 22:
The Board of Directors
Joseph C. Swidler, Chairman, New Contracts Committee
April 27, 1937

CONTRACT WITH ARKANSAS POVWER AND LIGHT COMPANY

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

This tentative draft, a copy of which hans been sent to representntives
of the Compeny, is the result of conferences which were held in
Chattunooga and in New York. This draft, however, introduces a
definition of run-of-strosm secondury power which hus not been sgreed
to by the Arkangas Power & Lighl Compony.

Further conferences probably will be pecessary to get this tentotive
draft in finnl form, hut the present draft will inform the Board ns
to the present stntus of negotiations.

Joseph C. Swidler

Attoclhment
JC3:ml
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MR. LILIENTHAL: In connection with the Arkansas
alleged joker in ths Arkensas contract, the statoment was made
by Chairman Meorgan in his letter to Congrasshal Waverick, Feoruary
fourteenth, a statemsnt comparable to Lhe one made this morning
about zomeone beins disciplined for surnishine data on which 1
think the facts oucht to be presented To you because it 1s'8 re-
fMection on the integrity of the staff and the Board, In this
letter, Mr, Prosident, the chairman refers to the member of the
engineering staff, who, because of his perticipation in ine
Arkansas Power snd Light contract action and who advised that a
provision more faverable to the TVA with respect to secondary
power should be inserted, was Lelng disciplined by "ingecurity
of tenure" in the TVA. This sresumably refers to M, Barton M.
Jones, Acting Chief Design Engineer, inasmuch as he was the only
one formerly on the chairman's stal[ when the chairmen was Chief
Fngineer, who participated in the Arkansas Power and Lipght dis-
cussion. I should like to present the facts with respect to
that because of the very disturbing effects it has had.

Mr. Barton Jones was first employed by the Authority

on the twenty-sixth of June. He hed vreviously been a Professor

of engineering at Antloch Collesze. In September 1933 he was

made constriction enzineer at the Lam. On November 19, 1936 he

was informally placed in charge of a desisu denactment without gsficial

designation Ly unanimous action of tlie Board [oll-wing upon the

rather sudden resignation of Mr. gyron Steel, who was chief design

enzineer. In that connection I should liks to submit the memo-=

~andum to the Board brr Mr. Carl Boch, assistent chiiel engineer

in connection with that temporary appointment. On August 13,

1337 upen recommendation of the Assistant Chief Engineer, Mr.

Bock (I may add parenthetically) Mr. Eock had for many yeawms

previcusly bsen a business and professional assoclate of Cnairman

Morgan. The director of personnel and serieral mansger -— on tneir

joint recommendation the Bourd aporoved tne efficial designation

. of Mr. Jones as Acting Chief Design Fngineer with the provision

' that "permenent status in this capacity is subject o review

after appointment of the chief engineer," a subject which was

then under discussion. On December 30, 1337, on recommendation

' of the Assistant Chief Engineer, the director of personnel and
the Genernl Manager and with the unenimous approvel of the Board,
end following, as you will Sce, SONE six months upon the so-called
discipline and the so-called joker incident, Mr. Jones' position
was reclascified to a higher grade and higher salary without
changing his title., AL no time docs the record indicate any posi-
tive or supzasted statemant questioning the confidence or qualifi-
cations of Mr. Jones except as may be found in the memorandum of
November-19, 1936 from Mr. Boeck, who the Board of Directors, in
which he says: '"We have seversl possibilities in mind (that is
for the position of chief Design fngineer) and are investigating
them as rapidly c&s possibie.” wr. Bock apparently was not pre-—
pared on November 19, 1916 +o make a formel recommendation to the
Poard of Directors at that time that lr. Jones be made chief
Design Engineer. OSome montns 1ater waen the title Acting Chief
Desipn Fngineer was offieially conferred by the Board upon Wir.
Jones, I am informed that the director of personnel folleowing the
conversatiocn wit: Mr. Jones, at Nr. Jones! initiative, raoised the
cuestion of early desigratlon and with the cencurrence of assistant
chief engineer Zock snd bthe Genersel Manager unanimous official

: Board action was taken, It secmed advisable atb that time to make
Lhe official designaticn thet of Acting Chief Desisn enzineer in

: view of the fact that we were then attempting 1o et up machinery

ol | through which the selection of caiaf engineer could be made and

: consequently it was believed that this permanent desizmation of

assistant chief engincer should ewalt the aprnointment of a chief

: enzineer who should have acme say in e matter of that importance.

' Nothinc has arisen, so far os I know, which should lead Wr. Jones

to believe that continuation of his tocmporary designation arises

' out of cuestiuns raised with respect to his competence and surely
not with resaect to a suggesilon no made with ressect to the
s Arksnsas contract which suggestinn was received and adopted.

olaer=
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MR. LILIFNTHAL: In a new orgsnization, particularly during a

period of reorgenization such as we nNow hawve been going through,
temporary designations have necessarily been more frequent thaen

is generally desiraeble and have longer duration than might be
adviseble under ordinary cirecumstances. The Acting General Manager
carrizd that designetion of Acting General lManager for more thean a
year, The Acting Chief Conservetion Engineer has carried that desig-
natien since the early summer of 1937, There 1s no vralid reason so
far as I can see for interpreting the temporary designation of Mr.
Jones as & specific or general reflectlon either upcon his competence
or his security of tenure nor can it by asny stretch of the imagina-
ticn be regarded as s form of discipline for his participation and
helpful participetion in the Arkansas contract. I should like to
anpend -- I should add thet on Mareh 4th following the letter, fol-
lowing the date of the letter of chairman Mcrgan end Mr. Maverick
which was written some time in February in which this charge of dis-
egiplining and insecurity of tenure Was made, Mr. Bock, the Assistant
chief Engineer, wrote a memorandum dated March fourth in which he
complains of the continued designation of Mr. Jones as Acting Chief
Design Engineer, But that followed Chairman Morgan's charge. 1T
should like to offer the memerandum of Mr. Bock to the Board and

Mr. Clapn's memorandum to Mr. Beck. I believe that states the facts
with Tespect to the so-called and inferentially corrupt charge re-

garding the Arkensas contract.

Exhibit 23:

The Board of Directors

carl A. Bock, Assistent Chief Engineer

Yovember 19, 1936

APPOINTMENT OF ACTING CHIEF DESIGNING FNGINEER

Mr. Stesle's resignetion, as reported in my memorandum of November
11, made it necessary to appoint temporarily en acting head for his
depertment. I discussed this situstion immedistely with the Chair-
man and with Mr. Boss and with Mp. Clapp. They concurred with my
proposel to assign B. M. Jones to 2ct 1or the time being. I reported
this siturtion to Mr. Blendford as soon as I could resch him by
phone. I wrs unable to rench Ir. ILilienthal.

With Mr. Clapp's approvel I have informally designated Mr. Jones as
Acting Chief Designing Engineer. Ve have several possibilities in
mind and are investigsting them as rapidly as possible. There are
geveral other important vacancies in the design organization which
we are trying to fill.

® Carl A. Boeck
CAB:TO
CC to John B. Rlandford

Neil Bass

G. R. Clapp

Exhibit 24:

Mr. C. A. Bock, Assistant Chief Engineer

Gordon R, glapp, Director of Personnel

December 15, 1937

RECCMMENDATION WITH RESPECT TO BARTON JONES

We are furwarding the proposed reclassification of Barton Jones'
position to the General Manager's office for Board action. The recom=
mendation is ss we discussed it, namely: reclassification to an
entrence rate of 28750, As you perhaps recall the Form 78 carrying
your recommendation proposes elimination of "Acting" from Mr. Jones'
title. I tried to get you on the phone today to discuss this bul

find thet you are ocut of town for several days. 1 believe 1t wes

our understanding at the time Mr, Jones wes made Aoting Chief Design
Fngineer that the title would remain that wey until such time as the
position of Chief Engineer is filled in order thet it might be re-
viewed at thot time. I em, therefore, entering the word "Acting" on
the Form 78, This, of couree, should nol affert the propused
reclassificeation.

Gordon R. Clapp
GRC:GES
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THE FRESIDENT: Chairmen Morgan, we are, I must repeat, examining charges
of malfeasance or corruption. Have you anything to say in regard to the

Statement in regard to the Arkansas Power and Light Company matter which

Mr, Lilienthal made,

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

THE PRESIDENT: We now come to a third charge, In Chalrman Morgan's letter

toc Hepresentative Maverick he says "Some of the reasons for my concern are
the explicitly mislead 1z and evasive reports and, in my opinion, explicitly
false reports which have been made to the President, to Conzress and to the
public concerning the TVA by a TVA director or by the two directors acting

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

CHATRMAN MORGAN: My first statement gives my reasons for not participating
in this elleged inquiry of faects.

THE FRESIDENT: That amounts to a refusal to answer the question. T ask

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

MR. LILIENTHAL: DMr. President, we are in this unprecedented situation. We
have been accused over the signature of the Chairman of the Board of the
Tennessee Valley Authority whom, like ocurselves, you appointed, with dis-
nonesty and in this case with falsifying the records -- a subjeect which is
not only malfeasance and not only affects our personsl honor as the President
of the Country has construed it and properly construsd it, but probably is
subjeet to the grand jury sction and elearly libelous. We are denied the
privilege in the presence of the Chief Exescutive of the United States of
having the facts presented on which we can present a reply. I find it dif-
fitult to state as temperately as I must in this in view of the importance
of this hearing the unfairness -- the bitter unfairness of thus beinz sub-
Jected to publie charges going to our personal honor, and then being refused
in the presence of the President of the United States an opportunity to
reply. We can't reply to a charge on which there is oo specifications.

And T may add this, thaot I -- we challenge enyons in the United States --
anyone &t any time to submit a single line supporting that charge.

THE PRESIDENT: I now come to a fourth statement by Cheirman ilorgan. In
his letter to Representative Maverick, speakin: of his colleagues, he says
"There is & practice of evasion, intrigue, and sharp strategy with remark-
able skill end malevolent habit of evoiding direct responsibility which
makes Machiavelli seem open and candid, It took me & year or more of close
association to be convinced th:t the attitude of boyish open candor and man
to man directness was a mask for hard-boiled gelfish integrity." Elsewhere
in the letter Chairman lorgen refers to "misrepresentction, intrigue =nd
arbitrary ection". A plain reading of the English lengusze makss it elear
that these words aseribe sinister mulpractices to his collesgues. I there-

fore =gk Chairman Morgan to give me any or all faets upon whieh these state-
ments are bnsed,




— 3 -

DR. ARTHUR E. SORGAN: 1y first statement covers my reasons
for not taking part in {this process.

THE PRESIDENT: Again Chiairman iorgan has declined’ o answer
a straight questions 1 asked Dr, H. A, iorgan and ir, Lilienthal if
they wished to malke any statement in regerd WO these charges.

R, LILIENTHAL: ilre President, the reference, the descriptive
refercnce in the latter part of the guotation, chviously refers Lo TEe
Naturally, I certainly in this presence, and novhere clse, care Lo Cngage
in a controversary as to my personal desirability., I certainly youldntt
arguc whether I have 2 pleasant  porsondllitys Urnless we have facts on
vihich those charges arc based, 1 am powerless Lo answer the accusationsSe
T have been, .ir, President, and you have been, trained as a common law
laviyer. One of the fundamental deecncies of Anglo—fimerican law is that
vhen charges are made therdghall be an opporbunity to respond to those
charges. Thav fundamental decency 1S not zccorded to me ab this tame
and, therefore, 1 find no way of responding to vague charges.

THE FRESIDINT: It 1s perfectly clecr +s me that the last twe
charges which we have discussed are not chargcs relating to differences
in the Board on issues of policy or orgonizaeticn; bUT they are charges
of intrigue and conspiracy. Therefore, they cannot be seperated from
the necessity of answerlng those specific chargesS. Taoday Wwe are not
going inteo the question of policy or problems of orgenization, on which
there has been a®difference ol opinion in the Board, as there is in al~
most every Board charged with conducting government affairs, There are
ti0 or three other charges “dich vill not take very longe

DR, H, A, MORGAN: lley I make a statement, iir. President?

THE PRESIDENT: Zes.

DR. H. A, IORG/AN: I donlt lmow shiat those charges are based O

T do lmow that for three years his Doard went down the program of the
Valley unanimously, with?b dissenting vote. There Was nothing else for
us to do but to go dowm tozether, And the Chairman left us on® the very
last program of the last threec years. Therefore, for my part, ‘we went

on trith the program undcr the plan of the three previous yearsSe It was
after the reappointment ol ilre Iilienthal when this reaction on the part
of the Chairman came 10O the meneral prograum of the previous YyearsSs Is
ifr, Lilienthal has indicated, it is difficult to discuss gquestions of
great public interest when personalities are driven into it.

THE PRESIDENT: The next charge relates to conspiracys. Chairman
llorgan, in nis statement on the Berry claims, said this of the situations:
WTo a steadily increasing degree, however, 1 have contended with an
attitude of conspiracy, canretiveness and menipulation', Chairman
Hlorgan, can you oive me facts in substantiation of that charge?

Di, he E. MORGAN: iy first statement covers my attitudes
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THE PRESIDENT: Mr. Lilienthal, are there any facts you care to
bring out on that general charge®

MR, LILIENTHAL: I nave only this to say: In studying these
charges that have been made, and trying to find what the possible basis
in fact may have been, the only time that such a charge was nade before
that that I recall comes to my mind. On December 22, I am speakKing now
of '37 - I am speaking in memory, at a meeting of the Board, Chairman liorgan
handed to the members of the Board snd read a2 one page memorandum, in which
he makes specifically this general charge, basing it I recall on the basis
that Dr. Morgan and myself conferred together prior to the Board's meeting
and concluded with the charge that this was against public interest, which
mist cease, quoting now from memoryi

"On such a vague basis and without summorting facts I find it
diffiecult to make any resoonse to that, but I call attention to the fact
the charge has been made and we have been cognizant of i1t at least sinece
December, 1937: Previous to that, we were cognizant of it only by reason
of newspaner columnists' comments, which, for reasons I amsure are apparent,
vague assertions were made. Tn other words, this was an aiministration of
collusion and conspiracv, and sc on."

THE PRESIDENT: The next relates to the aluminum comoany contract.
In Chairmen Morgan's lette~ to Ren-ecentative Maverict, he gaid "With ret-
erence to the aluminum Company's contract I feel that the relations of the
T.V.A. to the Aluminum Company has failed to proteet the public interest.
I have protested to the Board repeatedly on this matter". In the context of
Chairman lMorgan's letter, which generally charges serious wrong-doing to the
other members of the Board, this statement in the plain interpretation of
the English language lends itself to the interpretation of a sinister relation
between the majority members and the Aluminum Company. I asked Chairman Morgan
if that was your intention, and if so, to support a charge with any facts
you may nave.

CHATRMAN MORGAN: Ly Tirst statement covers all that I wish to
say on that.

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

ME. LILTENTJAL: Mr. President, it was my responsibility to nego-
tiate the contract referred to and I should like to respond in respect to it.
In this situation, we know what the chearges are, even if there is a decla-
mation to submit the faects to you, because we have in the Board records,
complete exchange of views, memoranda, and otherwise, on the matter. Chair-
man Morgan charges that the Aluminum Company contract does not protect the
public's interest. In other words, that we were derelict in our duty to ¥y,
and to the Congress, and to the bpublie, is based on the Board's refusal to
enter into 8 contract which the Chairman had ureed over considerable period
which involved the construection by the Authority of the so-called Fontana Dam
on the Little Tennessee River, and instead of enterine into such a contract -
- entering into regular contracts for the sale of wower to the Aluminum Com-
pany of America without any regard to construction bv the T. V. A. of the
proposed Fontana Dam. In the opinfon of the me Jority after exchanse of views,
the contract proposed by the Chei-men we felt, would he arainst the public
interest and we therefore dec'ine to agree fo it. Without our arguing the
relative merits of the two contraects, it is still necessary in view of the
charge of malfeasance to disecuss some of the facts as briefly as I can, which
will show the viewpoint of the majority wes, to say the least, not arbitrary,
net unreasonable, and not contraXy to public interest.
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The contract proposed by the Cheirman end by the
Aluminum Company, which I shall call the Fontana Contrect, pro-
vided, briefly, for the sale by the Aluminum Company to the
Authority of its Fontans dem site, owned by the Aluminum Company
for a number of yesrs, and a substantial amount ol acreage
likewise owned by that compeny at a price of three and a half
million dollars to be payable in secondary power of the Authority.

This proposed contruct, with which we declined to
agree, also provided for the integrsted, what was called the
integrated, operation of the Alunimun Company's three existing
dams on the Little Tennessee River, integrated with the dams of
the Authority on the Tennessee Hiver and its tributeries. As
payment for agreeing to integrate these operations, the Aluminum
Canpeny, under this proposal made hy the Chairman, wes to be
assured an emount of power largely in excess of the amount of
power they are now able to generate 1n their plants without such
integration. Of course, the construction of Fontana Dam, which
is abeve the Aluminum Company's existing three dams on that same
river would increasse the {low of those plants and would, in
effect, create a part of this additional power, and the rest of
the expess over this addition wes an allocation between the
Aluminum Compeny and the Govermment of the United States ol the
benefits of this integration.

Deliveries of power in excess of the present capacity
of the Aluminum Company's plants were to begin, according 1o
this proposed contract, after ten years and continue for the
remgninder of the life of the contract, which was proposed to be
for Tifty yeasrs. In addition, the contract provided for the sale
of additianal bloecks of secondary power teo the Aluminum Compsemy.

Now, it is important in this record to recall, Nr.
Fresident, that before this draft of the contract was presented
to the Board of the TVA in May 1937, the Authority had requested
the House ApproprietionsCemmittee to authorize the aecguisition
of the site and the construction of a Fentana Dam as e pert of
the integreted -- as part of the unified plan for the development
of the river.

The House Appropriations Committee specifically declined
to suthorize that pnd eriticized the proposed transasction in its
report, and that Committee's conclusion was supported by the
Congress. Hed Conpress authorized the construction of the Dam,
the Authority could have entered into the contract with reasonable
assurance that by the end of the ten-year period the dam would
have been constructed and the power btenefits called for by the
contruct could have been peid for ocut of the metual increase in
aveilable power which Fortena Dam's integrated operation wou ld
create. In view of the refusal of Congress to authorize this
project, signing the contract, we think, would have risked obliging
the Authority to deliver to the Aluminum Compeny free for over a
period of forty years a lerge emount of power generated by the
Aluminum Company's other dams.

Cheirman Morpgan contended that the matter should be
reopened with Congress. This the majority of the Board considered
to be unwise, since Congress hed in effect rejected the basis of
this transection. Noreover, the transaction wes predicated in part
upen the payment in power for the site, which was authorized by a
provisions of the Act which expired in Mey, 193b, and is no longer
effective. To put the deal through would have required not merely
ar eppropriation and muthorization of the dam but an outright
emendment of the TVA Act, and these steps we regarded as unwise.
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| There Wwere obher ohjections to the contract as a piece
of good business for the Government vhich can be best explained
by comporing the provisiens of the power controect which we actually
signed and which is charged as being contrary to the public ine
terest, which we yrill call the nixecuted Contract", and compare
that vwith the so=called "Fontanz Controcths

In the first place the Fontana Controct provided for free
pover to the Aluminum Company plus the szle of sccondary poweTs
The Executed Controet, the one we entered into, docs not provide
for any froe power and provides for the gole at a4 higher price than
in the provescd centrecl, as well as soocondary DOWeT e

In the sccond place, the price for power in the proposed
Fontana Contract had not been setileds The Authority!s reprosenta—
Lives had offercd pover to sell ot $13.08 per horsc povier yenr, while
the Company contended that the price should only be 310,56 per horse
pOVRT Yoars

Secondary power of a poorer guality than this, less useful,
was actually sold to the Aluminum Company in the executed contract,
the one now under attack, =t a price which varies, depending on the :
mumber of interruptions, from %12.77 per horse power year to 521,00
per horse power year, The TVA offer in thé proposed Fontana Con-
tract, which Chairman Morgan urged, WaS at the rate of approximately
tiwo mills per Itilowatt hour. The contract we actually entered into
for a poorer grade of power will average approximately 2.5 mills per
kilowatt hour,

And then thiere is this extremely important matter, which
tool: a zreat deal of study and deliberation uo ascertain and on
which Dr. H. A. Morgan acked for exbtended memoranda frem the engineers
to clarify this extremely complex propesal. The contract urged by ‘
Chairman Morgan recognized the right of a private dovm—-stream ovner
of a dam to the Tull benefits of headwater storage by Govermment dams
above, a principle which is conirary to that nrovided in the Federal |
Wator Power Act. In the opinion of the majority of the Board, this
was an unwise and unnccessary concession, which in my opinion we had
no right te make, after deliberate consideratlon, on a fundamental

' matter of prineiple,

On May 26, 1937 I had onc of 2 scriecs of conferences here
in Washington with Mr, Arthur V. Davis, Chairman of the Board of the
' Aluminum Company of America, with respect to the contract that was
finally exccuted, I should lilic to read one paragraph vhich 11lumi~
nates this extremely important fundamental guestion on the conserva
tion of our water rcsources in this counlry,

I am guoting now from this memorandum and I should like to |
submit the entire memorandum aftorwards, "I indicated" (to lir. Davis,
of the Aluminum Company of America) !'that thore was a serious quostion
in law, as I understood it 2s to whether the Government project 1s
obligated to compensate'—ihat being the theory — "for 'benelits!

) under th sc circumstances, althoush il was clear that where henefits
wore conierred by the Government on & licenscd private agency the
S & benofits mast be compensated for,'

f The Aluminwun Company projccts aro not licensed under the
; federal statutes. I said to Mr, Davis, "that under the action of
the Board pertaining to this negotiation, 1 was net authoriz.d o
_ go beyvond the matter cf power sales, nor were any of the Authority's
K representatives so authorized."
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Finally, the Fontana Dam, the proposed Fontazna Dam, is
still part of the unified plan which the Board recommended to the
Congress in March of 1936 and it will be constructed depending
on Congressionnl ruthorizaotion. MNothing in the power contracts
we actually entered into forestalls this development or forestalls
the possible later unified operation ol the Aluminum Company's
projects and the futhority's projects, provided un cgreement can
be worked out which protects the publie's intersst and particularly
this important principle referred to.

In the meantime the existing arrangements under the
contract under attuck, protects the Authority against the gift of
paower and the sale of power without adequate compensation, and
the Beard's engineers testified at 2 Dourd meeting at which the
executed contract was approved that this contract, if entered into,
would =2id flood control in the Tenncssce Valley.

I have summarized these proposed contracts urged by
Chairman Morgonn, and vigorously urged, not for the purpose of
proving Chairman Morgan wrong in urging that the Authority proceed
on a different basis with respect to the Aluminum Company, but
merely to show that the Board acted with reasonableness and con-
sistently with public interest.

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

— T O R T . aam ams omm amm

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

MR. LILIENTHAL:: Mr. Pregident, previcus to zdjournment
I expressed the desire to add to the record the memorandum of a
conference between Arthur V. Davis, of the Aluminum Company of
America, and myself, representing the TVA, dated May 26, 1937.

THE PRESIDENT: (Examining memorsndum) Memorandum of
conference between Arthur V. Davia of the Aluminum Company of
America, and Davia E. Lilienthal of the Tennessee Valley Luthority,
accepted. oz

Exhibit 25
Memorandum of Conference between Arthur V. Davis, Aluminum Com-
pany of America, ana David E. Lilienthzl, Tennessee Vulley
Muthority, Wednesday, May 26, 1937, at 3:00 P.M., in the Wash-
ington Office of the Tennessee Valley Authority.

Mr. Davis stated that before discussing the draft of the
proposed contracts for power sales, he would like to know my posi-
tion on the construction of lrontanu. I repeuted the substance of
my statement to the House Committee on Appropriations cn this subject.

Mr. Davis then stated that Mr. Crowden on behalf of the
Company had discussed certaln plang with Mr. Boek for the construc-
tion of dems on two sites owned by the Aluminum Company--the Nanta-
hale snd Glendale projects. He stated thet before discussing the
power contract (the stuted subject of the meeting) he would like
to know if there was acreement on principle as 1o the payment to
the Aluminum Company in power for the "benefits" aceruing to TVA
at the various dams lying downstream from the Aluminum Company
dams, arising out of the storage of water by the two new projects.

I indicated that there was serious question in the luw
as I understood it rs to whether a Government project is obligat-
ed to compensate for "benefits" under these circumstances, although
it was clear thot where benefits were conferred by the Government
on & licensed private agency the benefits must be compensated for.
I said that under the action of the Boord pertsining to this ne-
gotintion, I was not authorized to go beyond the matter of power
gales, nor were any of the Authority's reprosentatives so nuthor-
ized.
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Exhibit 25 (continued):

Mr. Davis stated that whether he would be willing to
buy power at a rarticular rrice might depend upon how the Board
decided to exercise its powers under Section £6a, as to "benefits®
ete. 1 said that I thought this would be an ambiguous position to
talke before the public, as it might very well seem a bargaining for
or purchasing of regulatory approval; but that of course his views
on the matter would be placed before the Board, not only as a re-
sult of this discussion, but also through the hearings on his ap-
plication for approval of plans under Section 26a.

We then proceeded to a discussion of the power contract.
He thouzht that the representatives had agreed on & division of
40,000 run-of-stream and 20,000 rirm, but upon an explanation,
appeared ready to agree to a 30,000 - 30,000 division.

on the tenure of the agreement I suggested that perhaps
a five-yesr term would be betier than a ten-year term inasmuch as
other industries producing soil building materials might require
the power in the future, and that TVA had an obligation in that
direction. T thought he could operate unde a short term arrange-
ment because he has alternate sources of supply on the Little
Tennesses., Ten years he ielt to be a minimum. T also indicated
that the Board might not feel it shonld sell as much as 50 per
cent of nll of our remaining secondary power Lo one concern, since
it might be deemed & Torm of diseriminetion =gainst other indus-
tries and other sections.

As to price, the rates were explairsd by lr, Swidler, but
Mr. Davis made no comment and asked for furtper conference Thursday
at/11:30 A. M.

A. B. MDRGAN: May 1 spealc a minute in reference to this one. The
statement with reference to the Aluminum Company issue contains
significant and vital inaccuracies, misrepresentations and omis-
sions. It is a long, fragmentary, technical staterment and I think
elearly indicates the futility, as a Iecy firding process, of such
a meetinz as this was intended to he.

THE PRESIDINT: How long would it take you, Chairman Morgan, to
present what you consider to be the correct facts in regard to
this memorandum?

A. . MORCAN: I haven't any statement on thet row.

I TP |
THE FRESIDENT: You do not went to present one to the President?

A. E. MORGAN: I haven't sny further statement to make, 1 think,
than I have made.

THE PRESIDENT: BHefore I go on with the seventh charge, 1 want to
meke two matters a little more c¢lear. Lest theire be any thought
that any injustice lLas been done to Chairman Morgan in asking him
to be here today and to answer questions relating to facts, 1 me ke
the statement that the decision to hold this hearing was not made
until the morning of Tuesday, March eighth. By locn Eecretary
McIntyre started to get in toueh with the thrse members of the
Authority and the record shows that Chairman Morgnn received such
notifieation by that afterncon, The decision was communicated to
the press at the press conference the same day. Ileither of The
other membera of the Doard had any advence notice of this hearing.
They were on exactly the same basis of information as to the hear-
ing as the Chairman. I knew, of course, that the Chairman had been
in Florida for some weeks, I think --

VMR, A. =. MORGAN: 7Yes.,




THE PRESIDENT: —- But assumed that because he hed mode the stet=ments of
March 3 and Mareh 5 from Florida th:t he hod made those statsments eon the

| basis of faects in his possession at that time. As a metier of fact,
therefore, for the purposes of this he«ring I =ssumed, I think with jus-
tification, thnt Cheairman Morzan knew = grect deal more about the alle-
gations snd chorges than either of the other two members, znd would bs
prepared today to snswsr questions in regurd to the chrrges.

I cannot emphasize too strongly, 2nd I thing in the publie
interest, that Choirman Morgzn should be willing to participate in this
inouiry to ascertain the truth of the personal charges that are here
involved. It should be made clear that until these charges of dishonesty,
of lack of perscnsl integrity, and of personsl misconduct in office ara
| definitely removed from the reszim of controversy, thers can be no con-

structive inquiry by me or by anybody else into power policies, navigation
policies, fertilizer policics or &ny other policies of the Tennessee
Velley Authority. All of us who wnnt those policics considered snd even
reviewed on their merits ought, ns a matter of publie duty, to cocperate
to dispose immediately of these personal attacks in zener:zl form which
cnly obscure and confuse fundamentzsl issues of policies.

Chairman llorgan has offered the thought thet the Davis memorandum
contains inmecuracies. I do not see how, in the sabsence of a statement
as to what those inaccuracies are, it is possible to get much further.
I have asked for & list of the inaccuracies., Chaoirman Morgen has declined
to give them to me. I now ask Dr. H. A. Morgan end Mr. Lilienthal if they
want to say anythinz further in regard to the charge of inacecuracies which
has been made without specification.

MR. HARCOURT MORGAN: I heve nothins to say.

MR. LILIENTEAL: I hnave nothing to sny.

THE PRESIDENT: We now come to the finnl chs=rge. Chairman llorgen in his
statements on the so-crlled Berry clsims seid that the situetion in the
TVA Board ws=s not due primurily to differences in power policy or to just
ancther family quarrel, but the real difficulty was to sscure "honesty in
government". He stazated, "The Berry marble cnse as I have snid is an
instunce of this difficulty™. He thus cherges that there sre other instances
of dishonzsty, thaot is obvious from recding the English langusze, In his
letter to Representrtive Meveriek in speaking of the present TVA situs-
tion, Cheirmun Meorgnn suid, "In my opinion, good government end the welfore
of the TVA demand that the situwition be eleaned up and that standards of
openness, fairness and honesty shall prevaill I =m compelled to ask
Chairmen Morgsn what instnnces of dishonesty he had in mind when he made
those stztoenznts.

CHAIRMAN MORGAN: Iy reasons for not answering further were ineluded in
my first statements.

THE PRESIDENT: Chairmun kiorgman declines to answer the question. Dr. H. A.
Mergen znd bMr. Lilienthal, have you unything you wunt to say on that
guestion?

DR. H. A. MORGAY: Not without - stutement by the Chalrman.

q THE PRESIDENT: Commencing over & year 2go, Chairman Morgan mode & serles of
s stotements that seomed to attack the propriety of his colleugues' conduct,
statements which they have regurded s impugningtheir porsonsl integrity.
The Chuirman's public utteriances hrve culminatod in the lest few weaks with
: statements that unmistukably und unéquivocably atteck the motives and per-
g sonal honor and integrity of his collesgues in dischurging their publiec duties
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Generelly speeking, I think it is only fair to say to Chzirman

Morgan that these statements on his part must be interpreted as

a whole and that in that effect thel place a heavy cloud nnt only

on other members of the Beard hut alsc on existing important opera=
tions of the T7a. The press, as you know, has been practically
unanimous in solely interpreting your attitude as reflected in your
public utterances. There has heen mo correction mor retraction cn
your part and 1 think, Cheirman lcrgan, that you have a heavy

[ responsibility to the government end the public to support now the

| position that you have +aken and there has been 50 universally

| ascribed to you and therefore I must agk you again whether you have

any other facts that you had in mind when you madethese charges of

dishonesty and lack of integrity and in bhroadeasting them sc widely

and then in acquiescing in the interpretation thet has been univers-

ally placed »n them.
CHATEMAN MORGAN: I have nothing to add to the first statement I

made on that point.
] THE PRESIDENT: It is not my desire that this inguiry should be in
| eny sense uni-lateral. Dr. H. A. Morgen and David ILilienthal, you
alsc have mede charges egainst Dr. Arthur Morgan, charges that re-
lete to obstructing the carrying sut of the decisions of the Board,
vou mede your charges not putlie, not to the press, but to the
President in his officiel capacity. Those charges were sent to me
under dete of Jamuery 18, I think it was. T msk thet they be identi-
fied and made prrt of the record. They were printed in the New York
Times, March 5. These charges Were not mous publizly but were made
to me, It is true that the mejority of the embers of the Board
did not meke them public but thet I chose ks mal= Lhem publie sfter
| Chairmen Morgon hod made repented public chavies ~epinst the major-
ity., Thesc cherges by Ur. H. A. Morgan end Mi. 1iiienthal do not
necesserily reflect on the personal integrity of Casirman Morgan
but they do reflect on his willingness to cooperate in decisions
reached by the Board in the manner presceribed by lew. These
charges egainst him are equally serious, perticulerly ss they suggest
that Chairmsn Morgan is chstructing the work of *he Bosrd and has
cooperated with interests vwhich may be edvezsc ¢ the interests of
the Tennessee Valley Authority. These cherzes, -4ils not reflecting
on Chairmen Morgen's personal integrity, do impute misconduct in
affice to Cheirman Morgen. The cherges go so for es to assert that
his "opnosition and obstruction have oceupied virtually his entire
time to the exclusion of his attendance on bgerd m =tings®. 1 am,
therefore, obliged to teke note of these cherc=s »nd especially to
take note of them by virtue of the investigatcry puwers conferred
an the Fresident by Scction 17 of the Act. Tr%yra 1 esk you for
substantiation of the cherges, 1 renind you wrslin that I am not
‘ concerned at this inguiry with metters of policy or of orgenization
but I em concerned with your charges thet Chei ren Morgen has im-

| properly obstructed the worl of the Beord. Ac our pherges ageinst
him are couched in gencral terms, I miat ncw £3% von nlso to glve
me specific evidence to support each of the acy val charges enumerated

in part & of your memorandum to me. I think er _~yhody has seen &
copy of thrt memcrandum, There is about = pag: of general cherges.
The first specific cherge is: "It is not permissible ms Arthur E.
Morgen has dene repcatedly in public stetemonts to ettech the personal
motives in good Teith and the pure {ntegrity o his mssocietes on the
Bnard - not by associntes’ direct charges. Vhet ore the frets upon
which this genernl chrrge is brsad®?
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DR. HARCOUHT A. MORGAN: Mr. President, commencing over & year
ago, Chairman Morgan engaged in what we regard as 8 campalgn of
attack upon the personal motives and the integrity of the other
Directors. This was done in the form of widely eireulated public
gpeeches and articles. However, t0 support this charge are, of
pourse, the actual published statements, sSOmE of whieh you refer
to -- many of which Yyou referred to, this morning. 1 haveihere a
1ist of them, as well as copies which I shall submit for the

evidence.

THE PRESTDENT: This list of speeches and articles contains five.
T list the five in the hearings by name and the actusl articles
are appended, I do not think the record need copy all the articles.

They are availabls.
MR. EARLY: Identify them but do not include the text.

THE PRESIDENT: 1dentify each of the five by the Exhibit number;
the text need nmot be copied but is available.

Exhibit 26: Remarks of Arthur B. Morgan, Chairman of the
T.V,.A., &8s chaimman of a disecussion on power
at the snnual meeting of the American Economics
pssoeiation, December 30, 1936,

Exhibit 27: Article in the lew vork Times of Jenuary 17,
1937, headed as follows: "Dr. liorgan ple=ds
{or 'Cooperation' with the Utilities",

Exhibit 28: Tennessee Valley Authority release to afternoon
papers April 26, 1937, entitled "Mfultiple Pur-
pose River Control"”.

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

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

Exhibit 30: Article in the Atlantic Monthly, dated September,
1937, entitled "Fublic ovmership of Fower"™ by

Arthur E. Morgan.

pR. H. A. MORCAN: These speeches and articles are largely taken up
with policies end 1ssues with which the T.V.A. 18 concerned. Our
charge, however, does not in anyway gquestion Chairman Morgen's

right to express views on these matters differing from those of the
ma jority. Our charge challenges the Chairman's statements only in-
sofar ag they attack the personal motives and the integrity of the
majority by wholly unsupported innuendo, indirection, and aspersion.

To §llustrate, Mr., President, the method that Chalrman
Morgen has ueed, I should like to refer to a few quotations, and
here I rand from S0me of the passages quoted in the Atlantic Monthly
to which you referred this morning:

“The writer 15 a minority member of the Board of Directors
of the Tennessee Valley Authority, of which he 1is Chairman. In im-
portant respects he differs from what he judmes to be the actual
power policy of his associates. This statement, therefore, reflects
his personal views and not the vorking poliey of the power issue.
Nleither does it undertake to eriticize in detail what the writer
believes to be the improprieties of the policy"”.
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\ Quoting azain, "If the Tennessee Valley Authority Act is
fairly interpreted and administered, it ecan merk & great advance in the
planned and orderly development of a great river system. In many cases,
referrinz to the Tennessee Valley Authority - = =

4 THE PRESIDENT: (Interrupting) Let me interrupt: Did that
‘ quotation say "fairly edministered"?

| DR, HARCOURT MORG/N: "Fairly interpreted and administered".
I THE PRESIDENT: "Fairly interpreted and administered".
|

DR. HARCOUET MORGAN: @Quoting neain, in many cases referring

l to the Tennessee Vallev Authoritv nroijects, "Some larfe dam can serve

for navi-ation control, flood control mnd for nower; if the oner=tion of

such a8 svstem is in the hands of persons interested nnlv in power, such

a multivle purnose project cen he ebused, nerhans wi*h serious results.

For privete interests to trvy to foice e high n-ice by ohatructive litige-

tion or for public men to try to secure an unrefsonably low price by threat
1 of dupliecation or dismemberment 1eads to susoicion, conflict, Aand social

- wastae.

PRESIDENT: In othner words, mm I correct in this, that your
allegation there is thut by that lunguags Chuoirman Morgan is, by imputation
or innuendo chorging that these dams und projects are not being run for
multiple purposes but only for power purposes?

IR. H. A. MORGAN: I so interpret it. In the continuing quo-
tation iz evidence. In the operation of the "public yardstick", which 1is
in quotation, "Systems, therc should be no hidden subsidies, no und is-
closed Govermment assistance to local public power systems. It is due
both to private investors cnd to municipalities which considering their

' power systems that full and mctuul cost of service be publicly disclosed.
If there is Governmment subsidy, it should be in the open”.

THE PRESIDENT: Agnin, on thut, em I right in seying the allega-
| tion is thot that language, by imputation or innuendo charges that the |

members are quilty of ziving hidden subsidies or Goverhment subsidies
| without diseclosing the fact to tha public?

IR. H., A. MORGAN: Moy I answer that in the concluding statement?
The point of these remnrks was not missed; for the article was immedintely
aiezed upon by the utilities attacking the authority in a so-called letter
of rebuttal in the contributor's column of the seme issue of the Atlantic
Monthly. Mr. Willkie commented ns follows:

|
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Exhibit 51:

New York City
Dear Atlantic,-

In his srtiele for the September number, Dr- Morgan refers
to two sbuses in the utility industry which would be impossible of
repetition under present laws. Une of them is the type of extravagant
financial promotion represented by the Insull afiair, whieh 1s &n
almost inevitable acecusation in any mrticle directed against utilities.
The other has o do with the excessive charges which Dr. Morgan states
are frequently rendered by service compenies.

The relaticnship between the service company and the operating
company is now thoroughly regulated under the Publie Utility Act of
1935. 1In The Tennessee Electric Fower Company, the charges of the
mutually owned, non-profit service compeny represent five sixths of one
per cent of the company's [roes i neome —- 6n amount so small that its
total elimination would not affect in the slightest the cost figures of
labor, taxes, interest, cr materials and supplies which I set out in my
original article and upon which Dr. Morgan comments. Likewise, the
elimination of every officer's salary in the entire system would smount
to only a iraction of one per cert of the company's gross and could not
affect the conclucions to be drawn iron the fipures cited., Nelther the
Federal Treds Comnission mor sny other commission or investigating
body has ever claimed that there was & dollar of overcepitelization in
The Tennessee Electric Fower Ccmpany. The Tennessee Electric Power
Company keeps its books in striet compliance with the rules of the
Federal Power Commission, and the Conmorwealth and Southern Corporation
keeps its books in mccordance with the regulation of the Securities and
Exchange Commission. Therefore Dr. Morgan's guestioning of the figures
oited must have been made without examination of the faects. There ere
no intermediate holding companies in the Commonwealth snd Scuthern
Electriec System.

Dr. Morgan, & public officiel, gquestions the honesty of ot her
public officials. If he is scorrect that state regulation has failed
through cerrupt public officials, then he doubly warns us against the
adoption of public gwnership, where the opportunities fer corruption by
public officials would be preatly multiplied.

Dr. Morgen makes one charge which 1 must wcknowledge. He
charges the Alebama Power Company with propaganda ageinst the public
ownership of power. To state that thus the Alsbama Fower Company is
ttaking ewsy from the American pecple the leng-established right directly
+o sdminister essentiel public sarvices! is as lopical as to say that
Dr. Morgan's article or 'propaganda’ in favor of public ownership is
teking away the people's right te private operation of indusiry.

I am, of course, in entire gL reement with Dr. Morgsn when he
states that 'it is coming vo be the recognized duty of management to
provide the widest and Dest possitle service at the lowest possible
cost consistent with a fair return.’' 1 think the industry has well
deserved his praise for 'its excellent teshnical work,' and for the
fPact that the lerpger part of its investment is 'prudeni, necesSsSary,

honestly made.'’

Dr. Morgan is the only gover iment oflicial of standing who
has hed the courape to state thet 'in the operation of public "yard-
stick" systems there should be no hidden subsidies.' He of course
would not say this if' he were ot conscious that such exist. Unfor-
tunately, he has not carried the decision in the councils of those who
control government power policy oT the TVA.

Dr. Mergen stated thut cne of my proposels == 1i.e., that of
the Power Pool, supgested by President Hoosevelt -- was "too vague to
be conclusive.' I think thet that 1s probebly e just criticism. I%
was my hope that the President's propesal would become much more
*specific as a result of the power conference called by the President
last auturm. Unfortunately, however, that conference was terminated
by the President a short time after engineers on both sides had started
their research into the details ol & pooling agreement. It was reported
at the time that a majority of these setive in the government power
progreamme wanted, not cooperation with the utilities, but their elimine-
tion. If we can get back to Lhe cooperative attitude, it should not
be difficult for reasonable men to settle the problem in & reasonable

way

Faithiully yours,

Wendell L. Willkie
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Dli, HARCOURT A. MORGAN (Continues): "Dr, Morgan'is the only
governmental official of standing who has had the courage,.the courage
(vith emphasis), to state that in the operation of public yardstick systems
there should be no hidden subsidies, He, of course, would not say this
if he were rot conseiow that such edst.! The implication is very clear,

THE PRESITENT: 1In other words, in order for that letter from
lire Willkie to the Atlantic Monthly to liave appedared in tlie same issue
as the original article; it was necessary that lir, Willkie have a copy
of Chairman lMorgan's article before it wes printed and have the oppor—
tunity given him by the editor to write 2 letter in repard to that article
before the article was published, Correct?

DR, H. &, MCRGAN: Corrects, 4And in no case was the statement
for this article ever submitted to tlie Loard, "Unforturately, (Continu-
ing this same quotation) he has not carried the decision into the :
councils of those who control government pewer policy or the TVAM, lir,
Willlde continues the statement, "Dr, lorgan, a public official, questions
the honesty of other public officials., If he is correct that regulation
has failed throuzh corrupt public offieials", corrupt public officizls
(with emphasis), "then he doubly warns us against the adoption of
public ovmership where the opportunitics for corruption by public offi-
cials would be greatly multiplied",

MR, EARTY: 411 of that is guotation?
DR. H. &, MORGAN: Yes, that is the end of the quotation,

THE PRESTDENT: Chairman llorgan, do you wish to say anything
in reply?

DR, A, B, MORGAN: Yess, llay I see a copy of this, please?
I have no data whatever with me, lay I see 2 copy?

THF, FRESIDEIN': Yes,

DR. ARTHUR T, MOHCAl: Iot the article but the charges of the
two members of the board, the letter of January 18,

DR. H, A. MORCAN: That will be reported in the minutes,
IR, LILIENTHAL: That is that mimeographed statement,
i, EARLY: ©Oh, Ll have copies of it,

DR. H. Ao IORGAN: T take it that is a copy of the published
statement, .

MR, EATRLY: This 1s a copy released by the TVA,

DR. H. A, MORGAN: Released by the President,

THE PRESIDENT: This was released at my request on Tuesday
afternoon, last,

DR. A, E, MORGAN: Jtes, There are only two or three things thet
in.presﬂn}ing to the press are so misleading here that I think I must com—
ment on them, One relates to the last statement about the dishonesty of
public officials in lr, Willlde's coments. That is 2 comment on certain

public servant offiecials who are corrupted by utilities, and the context |
shows it, It is not roferring to Tennessee Valley futhority at all, but it
vas in my discussion of the necessity for disciplining the utilities that 1

they had at times corrupted public utility officials and that is what Mr,
Willlie refers to which is the siznificant point, |

THE PRESIDENT: Did you have any communication with lir, Willkie
with regard %o your Atlantic lionthly article?
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DR. LRTHUR E. ITORG.N: I had no cormunication with lfr. Willkie or any
kind or any way. GHe did not get his copy from me. That was furnished
him by the itlantic ilonthly, I suppose. Alsc it has been inferred tnat

1 hed a copy of his paper. sfter my article was in poge proof, his
succeeding article was sent to me andi 1 made two or three interlineations
after my article vias substantinlly completed and was in poge proof. Then
T saw his and made one or two interlineations after my article wes sub-
stantially completed. I saw his &= it came from the .tlantic Monthly

to me. That has not been cleared.

T PRESIIENT: In other words the Atlantic:lionthly sent you your article
to him end when his reply or addition wis sent to them they sent that

to you®?

DR. ARTHUR E. MORG.N: The situation is this. When -- I think that
his article eppears before mine. You See.

VR. LILLIENTHAZL: That is correet because you referred to it in your
article.

DR. LRTHUR E. MORG/I: No, thet is not the case. My erticle appeared
before his. My article had been submitted supposedly completely. I
corrected the galleyproof. It was in page proof. and when it was in
pege proof, I happened to be spending ¢ few days in Massachusetts, neer
Boston, on other matters entirely and the Editor of the atlentic
Monthly sent me that end told me if I could get the copy to his office
by two o'clock the next afterncon there would be opportunity for me

to comment on Mr. ¥illkie's article. Mine was in page proef, the 1lost

day before it went in. Thot was how I happened to receive page proof.

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

DR, ,RTHUR E. MORGsN: But his letter was not his article,
TEE FRISIDENT: I am taolking about his letter.

DR. ARTHUR MOBCAN: The .atlentic lonthly sent o cOPY of my article to
him end he commented.

THE PRESIDENT: Did you se2 8 copy of his comment?
DR. ARTHUR E, MOXJGAN: No.
THE PRESIDENT: But, you saw a copy of his article in the next number.

DR. ARTHUR E. MORG.dM: Yes. Thers ig one other point that I want to
mention.
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CHATRMAN MORGAN: T would lilie to guote one statement
that was quoted by Dr. Harcourt Morgan, "Arthur Morgan has in—
ereased hoth the scope and intensity of his attacks upon majority
action until in recent months this oppozition and obstruction |
have occupied practically his entire time even Lo the exclusion of
his attendance upon Hoard meebtings!", That is an incorrect statement,

HARCOURT MORGAN: In connection with the Chalrmants
statement T should like to submit my evidemce, the resolutions of
the Board of August 31, with reference Lo this article and —

CHATEMAN MORGAN: At various times members of the Board
have been absent from meetings for considerable pericds, On one
occasion one of the other members was absent five months in the
| year, and in other cases members have Deen absent for considerable

pericds, It has been my custom To inquire of Board members or of

the General Manager of his office whelher a meeting was desired and
my calls for meetings have been Very {eowr because thase calls have
gone through the gencral managerts office and have been left to him,
I might say when reecently I did call for a meecting that call — the .
meeting did not come as called by me tut by all threc members of the
Board, It was taken up with the other two — 1if I and one other
member arc present at Knoxville very often it is not feasible to get
a meeting; if the other Uwo members are prosent it is feasible to get
a mecting, I am in an adverse positlon LhCTYoe

|
THE PRESIDENT: I think those are in already., |

As to carrying on the work of the Eoard, especially re—
cently the Board meetings have been largely comparable te this
meeting where I was on trial, They have been guite similar in
appearance to this meeting and there has teen a piling up of records |
and terms against my record, Thatl has been Lo a very considerable
exbent. Aside from the routine of the Board we have no difliculty.

THE PRESIDENT: Are records of those meetings kept?
CHATRMAN MORCAN: Yes.
THE PRESIDENT: Stenographic records?

CHATRMAN MORGAN: Heo, that has stopped. They are not

kept. My attendance at a meeting in which the voue on any con— '
troversial matter is all arranged beforehand is somewhat limited,
There is a vast amourit of worl in the TVA. The way in which I
can most effectively werlk is a matter to some extent of my owmn

| judgments I am keeping up even whon awvay from Board meetings, 1
am keeping up with the current work of the Board, Material is sent
to me if I do not happen to be in my office and I find under present
conditions I can do more effective work in public service and for the -
TVA where T can have quiet and no antagonism. I can be of more service
than if in formal meetings. I em serving the TVA as best I can with
my ovm judgmont, with all my tlie and cnergy except during a peried of
illness rccently.

pnd the statement that opposition and obstruction have
virtually occupied my entire time is complete inaccuracy and to
indicate that I am not piving my time and cnergy and judgment to
the TVA is an entire inaccuracy,.
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THE PRESIDHIT: Chairman Morgan, you have just said
zsomething to the effeet that decisions and policies are arranged
and decided on before a meeting by the two majority members. I
teke it th-t on any board of management, that the members of a
board of mansgement or administration have & perfect right to
consult together before & meeting, to decide on poliecy, whether
it ba a privetie corporaticn or & government agency, and thrt that
is common practicé, Vou have had the same gpnortunity to consultb
with each of wyour fellow members before me &3 they have had to

consult with sach other, Is thet not true?

MR. A, F. MORGAN: The statement T have just made wes to
refute the implication thet 1 was no longer a member of the Board
and that T hed shandconed my duties.

THE PRESIDAIT: That does not answer the question.

VR, A, T, MORGAN: I introduced the statement at that
time to relieve thet Tfalse impression. Beyond that I do not want
to go any further, I want to rely on my original atatement. 1
made that particulsr statement lest it be inferred that I had

practiecally sbandoned my duties.

THE FRESIDENT: Did you not have the same opportunity to
confer with your fellow members before n neeting or during the
meetings es they hed to consult with each othar?

CHATRIAN MORGAN: 1M0.

TITE PRESIDENT: Why?

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

THE PRESIDENT: There asgein, Chairman Morgen, you heve,
in meking the verbsl statements whlch you hawve just offered, im-
puted improper methods of discussion beétween Borrd members before

me. Did you mean to do thot?

ARTIUR MORGAN: I prefer to limit my stetements to in-
diecnte th-t T have not in nny way withdrawn from the activities
of the Board and T wish the force of my statements to be limited
to that., That point I wanted to make very clear because other- ‘

wise -=-

TWE PRESIDENT: (Interposing) You have imputed im- ]
proper methods of consultatlion in what you have said. |

ARTHUR MORGAN: Only where necessary to indicate that
T have been performing my duties to the TVA. I don't want to go

any further than that.

THE PRESIDENT: Vou mede en imputation. Do you stand
on that imputation of improper practices?

ARTHUR MORGANY Yes,

THE PRESIDENT: You are not willing to state what they
are?

ARTHUR MORGAN: Not &t this time and place,

MR, ITITIFNTHAL: I assume that at the proper time there
will be en opportunity to enswer the additionel charges that have

beer made in this meeting?

THE FRESIDENT: Y&S,

ARTHUR MORGAN: I haeve made no additionesl charges in this
meeting.

: THE PRESIDENT: Chairman Morgen, I must disagree with
you in the stetement. You have made an additionel charge of im-
proper practices on the part of your two colleagues, that of
meking improper decisions and of conferring together in an impro-

per manner before Board meetings.
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ARTHUR MORCAN: T made those same charges publiely.
There is nothing new in those chargos, They are the same,

THE PRESITENT: You arc not villing to specify what
those charges arc?

ARTHUR MORGAN: No. I can only say that I have added
I'lﬂthing-

THE PRESTIENT: Vice Chairman Harcourt Morgan has
offered this exhibit, resclution of August 31, 1937 relating
to the Atlantic Monthly article,

The wmehibit, numbered 32 (previously identi-
fied in the record) rends a3 followss

Exhiabit 32:

TETNESSER VALLEY AUTIHORITY
Knoxville, Termesses
sagust: 31, 1937

WHEREAS, JArthur E. Morgan, Chalirman of the Board
of Directors of the Temnessee Valley Authority, in an article
entitled "Public Ownership of Power!, appearing in the Septamber
issue of tho Atlantic Monthly, has impugned the integrity of
the Tennessec Valley dAuthorify a2nd the honesty and motives of
its Board of Dircctors; and

WHEHEAS, It is recegnised that cach member of the
Doard hes the duty to express his opinion upon every question
presmmted for action, and the privileogce of mpressing his
dissent wnon his views do nol prevail, nevertheless attacks, such
as those in the article refeorred to, on the honesty and motives
of associates who hold contrery viows, are inapproprizte to the
discussion of public affairs, handicap administration, and are
alien to the beot traditions of puhlic service; and

WHEPEAS, A due reogard for the responsibility of admine
istering this projoct precludes the Authority from answering
attacks of this choracter in the forum which Dr. Morgen has
chosen; therefore, lest the Authority's silence be interpreted
es acquicgcence in the use of the aforesaid methods,

PE IT RESCLVED, That the Tennesscc Valloy Authority
fioreby disavows such metheds in the discussion of its problems as
injurious to the project and to the public inteorost,
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MR. !ARCOURT MORCAN: I should like to ask the Chairman,
if permissible, to whom he refers as being absent from Board meet-
ings {ive months.

THE PRESIDENT: To whom da you refer?

ARTHUR MORGAN: To Mr. Hercourt Morgzen. Not in one period
of time but in the course of a yesor,

AARCOURT MORGAN: T would like to explain that situstion.
I think vou are pessibly informed of my very serious illpess, I
was in a hospital for more than thrze months. I can give you the
dates. The last dete thnt I was oresent in August 1336 was Ausust
11, I was then threatened with & nervous condition &snd I went away
and came back on the tenth of September. At Lhat time I was
threa‘ened with & serious ceruncle on the back of my necx. I went
to bed. A Board meeting was called on Lhe 15th of September, 1
‘think, and contrary to the docter's direction 1 got up and went 1o
thet meeting.
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HARGOURE A. MOBGAN (continues): And then went home and went
to the hoapital. If I recollect right T didn't zet out of the hospital

until the last days of November -- three weeks A that pericd it - was &
guestion of which way I was to go. Diring the eonvalescence il December,
durinz which time I had a nurse in Wy home, but carried on —- that 1is,

authoritative activities with representatives ol the staff and held two
meetings. Two meetings were neld duping Lecember in my home out of
deference to my eondition. I was unable to g0 ko the effice. 1 was
unable to go tog the office until sume time in Janusry and the First
meeting I attended in January was on Janucry 15, T thinlc that explana-
tion ol the Chairman's statement is essential.

CHATRMAN MORGAN: I'd like to add, fhersz was no inference
whatever ol undesirable evidence.

HARGOURT A. MORGAM: It still is alr open tatement without
any comment .

CHATRMAN MORGAN: That is eorrsct, but my implications that
that same rlexibility should apply to all members of the Board.

THEE PRESIDENT: The next zllegation on the part of Dr. if. A.
Morgan and Mr. Lilienthal in the memorandum of January 13, reads as
follows: "It is not permissible for Arthur E. Morgan as an expression
of disagreement to engage in unsupported atiacis upon the integrity,
professional ethies, and competence of key members of the staff and to
harrass and interfere with them while they are carrying out duties
resulting from decisions duly arrived at by a majority of the Board of

Directors.™

Dr. Harcourt Morgan and Mc., Lilienthal, upon what faets was
this charge made?

ME. LILIENTHAL: DMNr. President, this i1s an extremely grave
charge, and presents & situation -- & series ol lacts which are very
distressing -- were very nisruptive, and which tc explain requires an
extended statement of facts. I hope that in view ol the importance
and gravity of the charge that we may have an oppertunity to state
this matter in the detail which it deserves. The Tirst set of facis
upon whieh this eharge is predicated relates to the attacks upon counsel
for the Authority during the trial at Chattsanooga, Tennessee, of the so-
called 1B utilities ease, which, as you veeall, was an attack upon the
constitutional validity of the Ternessee Valley Authority Act. This
instance is illustrative of the type of ocpposition -- of disruptive
opposition from within the Autherity from whieh we have guffered -- from
which the T.V.A. project has suffered -- from Chairman llorgan in varying
degrees., Because it is so serious and so illuminative of the Adminis-
trative problems with which we are confronted, 1 should like to submit
ag an Exhibit to this statement s completely documented file, rather
extensive, which gives the entire story and demonstrates, I think, un-
guestionably the aeccuracy of the general charge which I shall cutline.
The full siznificance or what hes cccurred in this instance can only be
appreciated from a study of this documentary record, and everything thut
I shall say is based upen this record. I find that in this record —-
in this file -- thers are one or two memorands from Mr. E. L, Chandler
to Mr., James Florenee Fly, dated sonetime in November of 1937,
which have been omitted from the Tiles. find it liere.
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I happen to regard these as immaterial, but Chsirman horgan has stated
in the discussion of this matter with the Board that he regards them

&8 very significant. I want to assure you thet we will promptly supply
copies for the record of those aiditional memoranda which are extensive.
Mr. President, six days before the 18 companies suit came to trial at
Chattanooga, Chaimman llorgan appeared in Chattancoga at the request

of Mr. Fly, General Counsel of the Authority, to discuss the possible
testimony by the Chairman in that litigation. The telegzrams requesting
his appearance and so on are psrt of this file, A long conference

was held, attended by Chairman Worgan, Mr. Fly, and Mr, John Lord 0'Brien,
whom T am sure you are familiar with, a distinguished attorney of
Buffalo, New York, who has been for soue years special counsel for the
Tennessee Valley Authority in its constitutional litigation. In that
conference, certain statements were made. It was an extended conference.
A report of the conference in detail is included in this documentary
file in & memorandum dated November 17, 1937. I should like to quote
certain portions of that record: "He (ths Chairman)/and parenthetically
in the course of this discussion with Mr. Fly and kr. O'Brien/ pointedly
criticized some of the power transactions and some of the lines and
construetion jobs and expressed the idea that it would be possible for
the Court to declare some of such activities illegal without affecting
the whole plan." "Further,” in the memorandum, "he (Chairman Morgar)
guestioned us /meaning Mr. Fly and lr. O'3rien/ somewhat upon the legal
series of the case; how the case might be divided up; what the group-
ing of the charges were, and sounded us out on the legal possibility

that the court could and would take the view that some of the power
operations might be enjoined and the rest of the program remained intact.
Mr. O'Brien and I soon gathered the drift of this discussion and tried
to impress upon him the significant point that anyt hing which d=maged
any phase of our case; particularly anythins coming from a man in his
position, could not but damage the entire case. We expressed the thought
that if the court concluded that the plen was bad, it was very likely

to defeat us on the entire cause."

Another guotation -- and these are excerpts from the entire
record: "Again the Chairmun drifted into an oral criticism of the other
Board members, mna, finally backed to o discussion of the theories of
the case. Repeatedly, he came back to the same problem of finding sbome
theory of the case or possible judicial decision whereby certain of the
power activities might be enjoined." According to a memorandum of
November 18, from lir, Fly, it is stcoted "A third point which was not
mentioned in the rough draft of yesterday, was that the cheairman asked
for a list of the proposed witnesses," (Parenthetically, meaning the
witnesses of the T.V.A. as of course the Pover Company witnesses were
not made availeble to us.) "I gave him a list of our own engineering
8tufl and did not volunteer a list of the outside witnesses; however, ha
said he wanted the latter snd I gave them to him. He indieated thet he

expected to talk to the witnesses in the next few dsys, but he drew no

suarp line between the epzineers in our own orgsniz=ation amd those whieh
we have retained spoccially on the case. The Chaimman has in faet been
tzlking extensively to our own erginesrs but I do not knmow with any

accuracy the secope of his work with them., It hes not been reported
to me."
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At the same time, six days before this momentous constitu-
tional litigation was to begin and while counsel and engineers were
all under great strain of preparinz for this casec apainst some 50
lawyers headed by the late Newton D, Baker, the Chairman, in writ-
ing, charged counsel first, collusicon with the olher directors in
excluding him from the case; eeeond, endeavorinc to commit him to
unapproved policies, and third, violating mdministrative procedure
in ecalling directly upon engineers for sssistance, and fourth, call-
ing upon at least one enginesr for an impreoper type of evidence. I
am net referrine et the time to the place in the voluminous record
where these statements are documented. Thess charges which were
made in writing were also repeated orally.

THE PHRESIDENT: Who were they made to?
MR. LILTENTHAL: 'To Mr. Fly.
THE FPRESIDENT: Counsel for the TVA?

MR. LILIENTRHAL: Counsel for the TVA, and in cur opinion they were
without any foundation in fact, 2s the subsequsnt analysis of this
record shows, and they constituted an improper harrassment of counsel
at a eritical time. This is in support of a specific charge in this
memorandum to you.

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

MR, LILIENTHAL: This was six days before the trial began., In this
memorandum by Chairman Morgan to General Counsel Fly and in these
conferences the Chairman emphasized the significance of his posi-
tion as Chairman, his standing as an engineer, his experience in
adjusting rates betwsen conflicting intercets, and esserted that he
ought to have & gulding hand in the conduct of the case,

Despite the Toregoins embarrsssments (to understate the
case) Chairman Maorgen, st the suggestion of counsel, attended a
number of conferences concerning the proposed testimony of differ-
ent witnesses, He requested and he received m 1ist of prospective
witnesses. As the trial proceeded, he wns forvarded complete coples
of all hydreulic engineering testimony of the opposition whieh, of
course, presented its case first, He had offered no suggestions in
aid of the preparation.

Some weeks later, in the midst of the trial, on the four-
teenth of December Chairman Morgan wrote Mr. Z. L., Chandler, s TVA
engineer of very high standing and ability, reprimanding him for
preparing engineering data of false or mislendine character, stating
that this was improper professional conduct and edvising the engineer
to write the General Counsel and withdrew the material submitted.

Tha memorandum to whieh I refer is No. 87 in this - for ready refer-
ence — in thie file which I desire to submit as sn exhibit, supple-
mented as it will be, &8 I have said before by additional memorandums,

Forwarding a copy of that memorandum the Chairman wrote Mr.
Fly, with a copy to !'r. Johrn Lord 0'Brian, that a number of enginsers
haed expressed to Chairmsn Morgan their embarrassment at being called
upon to give testimony of a misleading character., Mr, Fly, on Decem-
ter 20, (memorandum in this record) called upon the Chairman to sup-
port his charges or to withdraw them. On December 22, Mr, John Lord
0'Brian made s aimilar demand. I need not point ovut the extreme
geriousness of any such charpge unleszs made with the fullest support

of the facts,

The Chairman did not respond to these demands for support of
these charges or & withdrawal of them in the alternative., 0On December
29, after being reliably informed that the Chairman was secretly con-
ferring with engineers in the specifiec attempt to procure evidence of
unprofessional conduct by the lawyers end the engineers or in the
alternative, the lawyers or the engineers, Mr. Tly amain called upon
the Chairman to support the charges specifically or to withdraw

them.
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I call vour attention, lir. President, to the fact tnat
during this time this extremely crucinl casc was on trizl. On
December 30, in a memorundum which is No. 74 in this file, the
Chairman responded, discussing vaguely (that is to say without
speeification) three casas, one of wiich involved M:. E:handlerE gnﬂ
as shown by this file that is entirely without merit in our opinion,

Since that time, although frequently requested by both
Mr. Fly and Mr. 0'Brian, the Chairmazn has refused to give any fur-
ther information as to the basis of his cherges of unprofessional
conduct. He has persistently refused to give the names or the cir-
cumstances under which prospective witnesses were alleged to have
been improperly influenced by counsel. Both Mr. Fly and Mr. Q'Brian
felt that such charges sgainst counsel could not go unnoticed. Im
the midst ol the case tliey were forced to carry on an extensive i%?-
quiry and the long series of communications with the various wit-
nesses ond with all the parties who had been considered as witnesses,
none of which would have beon necessary if the supporting facts to
this grave charge had been furnished. Evidently the entire field
was covered and the complete file establishes the utterly groundless
character of the charges. Every one of the witnesses used, or men
who were prospective witnesses, whether within the TVA or outside
the TVA, have filed statements in this record in that resoact.

This incident came at a2 time when the Authority's life
was 8t stake, and more than the Authority's life was &t stake. In
many ways it may be said that the future of the conservation policies
of this country were at stake. And the burden of it fell upon the
men whe were cherged with this greve responsibility. As Mr. O'Brion
stated, the making end the continuance of those charces was o grave
harressment of counsel under these extreme circumstances and was
disruptive of the work on the case itself. I think we nll know
enough about the conservative character of Mr. Jonn Lord O'Brian,
of his own experience in the trial of cases and the counselling of
important interusts and I should therefore like to read orally and
to refer {n the record to his second letter to Chairman Morgan
dated January 9 in this respect.

Dear Dr. Morgan:

"I have your letter of Docember 30, 1937 (This iz a
memorandum containing unsupported charges).

"Prior to the trial ond during the triel I have actively
participated in and heve closely observed the preperation and pre-
sentetion of the testimony. Since receiving your recent letter, I
hoye again gone over the file of material concerning the preparation
and presentation of the engineer's tustimony in the case now on trial,
and have talked with the attorneys and also with & number of the
witnesses., As a result, I am more than ever confirmed in the opinion
which I previously expressed to you that the case hns been handled

with unusual ability ond in acecordance with the highest stendards of
integrity.

"To this I desire to esvecinlly eall vour attention. Your
charges, comin® whiles.the case was activelv on trial have had a dis-

Tupting and demoralizina effect upen all the attorneys and uvon the
conduct of the Authority's case.
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nyfter careful review of the matter I am convinced
that charpges must lave originated in Scme misunderstanding
that have no real foundatlon in fact. The matter ocught Lo be
definitely ¢leared up i Justice vo the 1aVjyors and also in
justice to the Authorityls cosc which noeds the best efforts of
a1l of the attorneys. As all the sthorneys arc now under greadc
strasn 4n the stzges of this trial I am vriting to ask wheuher
you will not cleer the rocord and zot the members of the legal
staff frec from a very heavy and, I thinlk, unwarranted burden
of anxicty at this eritical time," That iz the end of Mr. O'Brian's
letlor.

Vo, at about this stzrsao, the Poard recoived copiecs of
? =R . % s
af the situation felt if Jm—

these memoranda and, Doing copnizant
perative to recognize the gravity of this interference of the
conduct of the case; and it held 2 mecting znd the circumstances
of thas mecting erc sct out, the difficulties we had in securing
the chairman's prescnce; tho noepssity for several recesges and
respcetful requoest Lo hiir to appear, as otherwise the matter could
not be clearcd since it was a matter it which he had made charges.

The Board, by resolution gave & vote of confidence to the
gal and cnginecring =tff concerned aftor a study of the rocord
and a discussien and the discussson was taken domm except the very
first part of the board mecting, by sbenographers and is available,
whether in this rccord or not 1 am not surc. Two resclutlons were
adonted, one condemmiig this conduct as disruptive and an inter—
rercnce with the conduct with the Authorityts business and sccond,
2 vote of coniidence in couw:sel and the enginecrss Chalrman Morgan
deelinod to vote in faver ef & resolution which embraced both
engincers and lawyers, altliongh he stated on the record that he would
be willing tc approve & rosolution if it were confined to the
cnginccrs alonc. At the board mecting at which thas resolutlion was
considored I asked Chairman porgon, and a member of the lezal
division asked Chadirman horgan in {eirness to these lawyers whese
professional integrity had been attacked, in fairmess 1o tho case,
in fairness to the court, to name the peoplc 2gainst whom pressure
had been exerted and against improper influence had been cxerted.
Chairman Morgan, as in this heating, porsistently refused to give
oven a clue as to tho circumstances under which the alledgzedly
unpreofessional pressurc had been pubt upon witnesses and likeowise
rofused to withdraw the charges. Despite the fact that from his
ovm otatcmont in this record it is clear, it socms to me Lo any
fair student of this rcocord that the charges werc reckless and
yrithout foundation in fact the Chairman has continued to this day
in his tenacious reilusal to withdraw the charges or to give the
names of the witnesscs cencerned or any other specific information,
and T hope that the Frosident of the United States today will scek
ko seeure the names of those witnesscs which the members of this
Board and the legal division werc unable to SCCUTCs As T say,; 1
should like to submit as an cxhibit to that pertion of the statement
this entire file vith the supplament referred to. (File not sub-

mitted at this tdinc.)

1lc
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hnother instance of facts supporting this same charge of interference
and harrassment in the conduct of Authority's business is the position and
conduct of Chairman Morgan in the matter of the negotiations of the contract
with the Aluminum Company, which contract I described this morning, <You will
recall I stoted there the backsround of those negotiations and the reasons,
which we thought were good reasons why the Authority declined Lo enter into
a contract respecting a division of sowcalled benefits to be derived by the
parties from the proposed construction of Iontana Dam, The decision of the
Board not to pursue negotiaiions relating o Fontana Dam was reached lay
19th, 1936, at a conference of all the Directors here in Washington shortly
after a conference with you, Sir. It soon came to the attention of the
Board, however, that Mr, Adolph J, Ackerman, a former employee of the [luminum
Company, one of the engineers, who had been desiznated by Chairman Morgan to
carry on Fontana Dam nerotiaticons for the futhority, was continuing unofficial
negotiations with the company on the Fontana Dam matter, notwithstanding the
fact +hat the Board had limited negotiations in its May 19th meeting for the
future to the purchase and szle of power, In those unofficial negotiations,
T want to malke it clear I am not ascribing to lir, Ackerman any dishonesty or
corruption in continuiny the negotiatien. ALl I am saying the Iact that
that is what happened., Thereupon on June 2, 1935 Chairman Morgan being absent,
the begimning of an extended absence of scue six yeeks for a rest =— and I
am not critici=in: the absence —-the Beoard adonicd 2 resolution providing
that there should be no further cormunicaticn with Congress during the
current sessisn with reference to Fontana Dim and po futher negotiatvion with
the Aluminum Company with regard to that Dam.

THE PRESIDENT: Tlhe appropriation having been turned dovm by the
Committee by this time?

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

EXHIBIT 33:

MINUTE ENTRY
SOARD NEETING HELD O JUIE 2, 1935,

Mhs a result of its lensgthy discussicn concerning the pro—
posed Fontana Dem construction project, the Board arrived
at the following conclusions:

1. MNo further commuiication is o be had with Congress
concerning authorization to construct the Fontana Dam,

2, A1l negotiations with the [luminum Company of America
involving the acquisition of the Fontana Iam site are
to be immediately discentinued,

|

3, The conclusions of the Board with regard to the
acquisition of the Fontana Dam site are not to pre-
clude further negotiations with the Aluminum Compaiy
gf America relating fo the interchange a2nd sale of
electric energya." !
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Nevertheless, early in fugust, 1936 Cuairman Morgan conferrsd in New
York with lir. Arthur V. Davis, Chairman of the Board of Aluminum Co.
According to Chairman Mcrgan's ovm statement in writing of thatb con-
versation in & memorandum dated August 15, 1936, he teld Mr. Davis
that he disazreed with ths Board action in discontinuing Fontana
negotiations and that he would seek reconsideration by the Poard.
Moreover, without prier consultation with the Doard nhe outlined to
Mr. Davis a basis upon which an agreemcnt mizht be worked out ir
Fontana negotiations were resumed. He noi only oueslioned the appro-
priateness of the Board asction but also asked lir. Davis "whether dis-
continuance of negotiations responded to the wishes of the Aluminum
Company and to what extent taey were informed of his action." The
memorandum of fusust 15 to which I refer I submit as an exhibit,

Exhibit =24.

The Board of Directeors
Arthur E. Morgain
August 15, 1936

ATUMINUM COMPANY NEGOTLATIONS L

While I was in New York last week, I gpoke for a moment to Mr.

A. V. Davis of the Aluminum Company. I teld him of the sciiou

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

go further with negotiations with them, I told him that inasmuch
as I considered the matter to be vital to the unified contrel of
the Tennessee Hiver, it wes my intentlon to bring the matfer to
the Board asain and to ask for reccnsideration of their action.

He asked in case of any renewal of negotiations what would be the
first step.

My reply was substentially as follows: Technical negotiations
have been carried on throuzh the Alumimin Company's aossistant
chief engineer, Mr. Growden., It is the opinion of our engineers
that Wr. Growden has &8 theory concerning the distribution of the
additipeal power which will result from unified coperations,; with
which our engincers cannot agree. Wr. Growden, in their opinion,
agsumes that of the addilional power which would result from in-
tegrated control a very large part should go to the Aluminum
Company. Our engzinecrs do nob szgree with this sugzested aupor-
tionment. It seems that perhaps the next step would be for the
Aluminum Company to bring in some cuftside disinterested engineer
who wae not committeed to any theory about the matter to make a
review of the sitnafion with ocur eneineers to discover whether

the Aluminum Company would find a more moderate pesition acceptable.
Unless that result can be achiewved; it would seem to be an alnost
impossible gap between the engineers of the Aluminum Company and
those of the TVA from the point of technical appraisal. Mr, Davis
indicated theét he would not be averse to such an appraisal. 1
reiterated to him, however, that the Board had taken official
action discontinuing nezotiatlons.

In view of the fact that the engineere under my direction were
carrying on these negotiations, L was desirous of knowing whether
discontinuance of negotictions corresponded to the wishes of the
Aluminum Company and to what extent they were informed of such
agtion, Mr, Davis teld me he had had no information as to the
action of the Board,

(8) Arthur E. Morgan

ec Mr. John B. Blandford
Dr. H. A. Morgan
Mr., Devid E. Lilienthal
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Dr. Glaeser in & memorancum which he wrote to Wr. Lilienthal
on Janusry 9, 1937 stated that the sppraisal unit under Chelirman korgen's
direction had assumed the job of valuation as well es sppreisal and
pursuant to its own theories of waluation had adopted methods of conduct-
ing its appraisal which did not conform to the valuatlon theories of the
committee constitutedby the Hoard.

In the same memarandum Dr. Glaeser aslsec complaeined thet both
Chairmaen Morgen and the engireers on his stafif seemed reluctant to supply
nim with date essential to the weork of allocation end that there was a
delay of four and s half months in securing frem Dr. Morgan's staff certain
date essential te the work of allocatiom.

‘ Partly as & result of these delsys and partly due te the

complexity of the problem no recommendations on allocation had been mede
r to the Board by the valuation committee st the time of the mpprepriation
hesrings in April oif 1937 beforc the liouss Approprietions Committee.
Board discussions had clearly revealed thet no allocation could be made
pending the solution of many problems which were still open. Nevertheless,
when Congressman Teber questioned Cheirman Morgen on dam allocations he
proved to have et nis hend e complete set of ellocation figures for the
dams constructed, under construetion and scheduled for construction,; and
these he for‘h with supplied the Cormittee, althouirh thsy hed never been
supplied to .he Beard and the Board was unaware tnet they had been
prepared.

The Chairman's explanatory statement, ezain illustrating his
use of the prestige of his office in suppert of his personsl views, in
presenting this grave administrative problem with which we were contend-
ing is as follows. This is a quotation from his testimony before the
House Appropriations Committee:

Dr. Morgan. [ have a statement here thet has not been
approved by the T.V.A. Board, but 1 can give you my own
opinion. I am satisfied personally that it is an excellent

| allocetion. The Heoerd hus not ascted upon it either pro or
| con, but our engineers, under my directicn have worked it
{ out.

That appears on page 36t of the Heerings before the Subcommittee of the
Committes on Appropriatious of the House, Second Defielency Appropria-
tion Bill feor 1937, April 12, 19%37.

While Chairmen Morpun thus explained that the allocations
were his own and that thev had not veen approved by the Board, his
proposals to u Committee of Congress im effect operate as a commitment

| of the Authority. Unless the ultimate allccation figures are sub=

| stentially the same as those recommended by Chairmen Morgen, opponents
of the Authority's power sctivities will, of course, attempt to make
capital of every deviation.
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