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NOMINATION OF JAMES F. HOOPER III

TUESDAY, FEBRUARY 17, 1976

U.S. SexATE,
ComvrrTee ox Pusric WoRks,
Washington, D.C,
The committee met at 9:35 a.m., pursuant to call, in room 4200,
Dirksen Senate Office Building, Hon. Jennings Randolph (chairman
of the committee) presiding.
Present: Senators Randolph, Burdick, Culver, Baker, and Stafford.

OPENING STATEMENT OF HON. JENNINGS RANDOLPH, U.S. SENATOR
FROM THE STATE OF WEST VIRGINIA

Senator RANpoLpH. Your chairman is appreciative of the meeting
of the committee this morning from the standpoint of those members
who have come to the opening of the hearings, Senator Baker, Senator
Culver, and Senator Morgan.

Senator Eastland and Senator Stennis, we are especially delighted
to welcome you to this hearing. The members of the Public Works
Committee have an important responsibility in this nomination to
consider James F. Hooper III, chosen by the President of the United
States, to be a member of the Board of Directors of the Tennessee
Valley Authority.

The Tennessee Valley Authority is a unique organization in the
United States. It was created nearly 43 years ago and was given a
mission encompassing agriculture, industrial development, naviga-
tion improvement, flood control, and, of course, electric power
production.

Over the years, the TVA has become in effect the Nation’s largesb
electric utility. The TVA has assets of more than $7 billion. TVA
employs more than 25,000 men and women and the TVA operates
this huge complex in seven States.

The members of the committee conducted oversight hearings, as
Senator Baker will recall very well, last spring on all phases of the
operations of the Tennessee Valley Authority.

It is our intention that we schedule further inquiry this year to
review the power policies of the Authority.

The size and diversity of the TVA are such that a director, man
or woman, occupies an extremely important position.

The term “Board of Directors” in this instance may be misleading.
The TVA Board is not merely a policy setting body which holds
meetings from time to time. The three members of the board are
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in fact the highest level management of the Authority. It is a full-time
job.
The directors are responsible for the day-to-day operations and
they normally meet more than once a week.

The committee members recognize that Mr. Hooper’s nomination
is controversial. There are witnesses who will be heard later who will
oppose his confirmation. The members of this committee, I am sure,
as does the chairman, come to the hearing open-minded.

There have been no promises, I am certain, by the members of this
committee as to how they would or would not vote on the nomination.

During the next 2 days, we shall discuss with the witnesses, and with
Mr. Hooper, the responsibilities of this position and the qualifications
of the President’s H('L'('l‘lﬂll.

The scheduled witnesses represent a diversity of backgrounds and
interests, and I believe that we will receive information which can
help us to make an informed judgment on this vital matter.

Senator Baker, do you have comments?

Senator Baker. I won’t take but just a brief moment to give an
opening statement and won't long delay our colleagues from Mis-
sissipp1, who wish to speak on behalf of the nominee.

OPENING STATEMENT OF HON. HOWARD H, BAKER, JR., US.
SENATOR FROM THE STATE OF TENNESSEE

Senator Baxer. The Tennessee Valley Authority will be 43 years
old in May of this year. During its four decades the basic mandate of
TVA has been unchanged by Congress and has proven both the
wisdom of its drafters in delineating its purpose and providing it the
tools to respond to the needs of the Tennessee Valley and the Nation.

But now in its fifth decade TVA as a resource conservation and
energy producing agency is confronted with a new and more difficult
challenge than perhaps i1t has faced at any time in its history.

As the instrumentality that brought electric power to the people of
Appalachia and the agricultural southeast, TVA has grown to be the
largest electric power producer in the Nation. And in the next 10
vears, the capacity of the TVA power system is projected to double its
size; and the value of its power assets to triple.

The economies of scale have brought problems as well as benefits,
and TVA is faced now with the task of assuring the economic benefit
of its power production to the people and industry of the Valley who
have come to rely so heavily upon it.

The rate charged for a kilowatt of residential power in the valley
decreased for many vears after the creation of the '{'\'A. But since 1967
that rate has moved consistently higher until it has returned to a level
commensurate with rates in the early fifties.

While rates in the valley remain substantially lower than the
national average, an analysis of TVA’s financial picture shows that
inflationary pressures are at work which will require careful and dili-
gent efforts on the part of TVA’s management.

Operating expenses for TVA’s power program, for instance, in-
creased by 41 percent during the past year. Interest charges on TVA’s
long term debt increased by almost 25 percent in the same period.

It is easy to see why the consumers of TVA power, faced with spiral-
ing electric rates, have taken so great an interest in the selection of a
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new member for TVA’s Board of Directors—for TVA’s Board is its
management body. All of the powers of the corporation are vested in
the Board and the policies and programs which will determine TVA’s
performance in the difficult times ahead will be developed and over-
seen by this Board of Directors.

So, Mr. Chairman, it is with great concern and interest that I
await the testimony of Mr. James F. Hooper this morning. He is
nominated for a position that will place him for almost the next
decade in pivotal control of a decisionmaking process vital to the wel-
fare of my constituents.

I feel a great responsibility, as I am sure that he can appreciate, to
serutinize his qualifications. For the man in whom we place the power
and trust of the office of Director of the Tennessee Valley Authority
at this critical juncture in its history must be a man of uncommon
ability. It is not an easy measure to live up to.

Mr. Chairman, when I first met Mr. Hooper almost 8 months ago
shortly after his nomination was sent to the Senate, I assured him
that he would receive fair treatment from the Public Works Com-
mittee,

In the months that followed, this committee has conducted a care-
ful and extensive investigation of the nominee’s background. In the
conduct of that investigation, both you and I have taken great care
that the information developed be used only for the execution of our
committee’s responsibilities in connection with this nomination.

We have determined, Mr. Chairman, in fairness to everyone, that
the nominee appear before the Committee on Public Works to give
his testimony and be examined and that the hearing not be conducted
beforehand in the press,

I am pleased to be able to state as we begin these hearings that the
committee and committee staff have diligently abided by the tradi-
tions of dignity and fairness which you have established during your
chairmanship.

I know that the members of this committee will weigh the nominee’s
qualifications for the office to which he is nominated fairly and objec-
tively on the basis of the testimony received today and tomorrow and
in light of all of the information available to us.

We could do no less and I am sure that Mr. Hooper expects no more,

Senator Raxpores. Thank you very much, Senator Baker.

I know that you have gone into this matter very thoroughly. You
have made a very careful study of the information that has been
supplied to us.

You come, as do all members of the committee, to listen to the
testimony, to evaluate it and to make a decision.

Senator Eastland, would you open our hearing? Thank you very
much for coming.

STATEMENT OF HON. JAMES 0. EASTLAND, U.S. SENATOR FROM
THE STATE OF MISSISSIPPI

Senator Eastuaxnp, Thank vou.
Mr. Chairman and members of the committee, I am pleased to
join my colleague, Senator Stennis, in presenting to the committee
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our fellow Mississippian, Mr. James Hooper, and in endorsing his
nomination to the Board of Directors of the Tennessee Valley Au-
thority.

The TVA area is historically an agricultural area. It suffered from
soil erosion, recurring floods, poor transportation facilities, a lack of
job opportunities, and, as a result, low per capita income.

TVA was created as a regional concept to treat these ills and develop
and implented solutions. It has enjoyed success in the development
of resources for navigation, indurtrial water supplies, and low-cost
hydroelectric power generation. Its policies have emphasized indus-
trialization and have paid off well for the investment. It is time now
for agriculture to be more adequately considered in its programs.

During this century, we have witnessed the migration of millions
of Americans from the farms to urban areas. The first generation
moving to the cities was, for the most part, born and raised on the
farms of this country.

Today, however, our urban population consists of second and third
generation city dwellers. These people are not intimately familar
with the source of the food on their tables or the clothes on their
backs. Living and working, as the majority of them do, in air-
conditioned and heated buildings, they have only a marginal under-
standing of the problems created by severe weather for those who work
the land.

It 1s my sincere belief that a majority of the citizens of this Nation
today do not comprehend the economic disaster which can be visited
upon the farmer, the source of their food, by the weather.

The people are not aware that the high cost of machinery and
the rapidly escalating cost of production are reducing the farmer’s
chances in his yearly gamble with the land, the weather, and the
economy. At this point, I am afraid that the people of this country
do not understand that if the present trend continues, the production
of food in this country could be seriously impaired, even as we seek
to deal with a worldwide food shortage coupled with a population
explosion.

Vith the exception of a few here in the Senate and a few in the
House, the policymaking levels of government in this Nation are
almost devoid of people with the hard, practical experience of farming.

Today, too many regulations and (llt'f'ir-i()ﬂ- about agriculture are
being made by men and women without a farm background. These
decisions are being handed down by people who cannot possibly under-
stand the total problems of agriculture and who have little input from
those whom they seek to regulate.

The Tennessee Valley Authority was created, not as just another
giant utility, but with a wide ranging mandate to serve the people of
the Tennessee Valley region, and of America, in numerous ways.
Not the least of these is the mission assignment that TVA provide
the resources for research and development of fertilizer.

Furthermore, the authority was commended to insure that the
products and knowledge derived from research and development be
made available to the farmer, and that the farmer be encouraged to
utilize the knowledge to increase his productivity.

Mr. HoorEr has had 30 years of hard, practical experience in farm-
ing operations. It is my firm judgment that this experience gives
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Mr. Hooper valuable insights into both the problems of agriculture
and the problems of the people. The Board of Directors of the Tennes-
see Valley Authority needs the benefit of this experience and these
insights in the trying times to come.

Mr. Hooper has demonstrated throughout his career an active
interest in, and involvement with, the people in the areas of social and
economic development. I believe that his background is such that we
can expect from him balanced judgments directed toward meeting
the needs of our citizens, and in carrying out the mandate of the
Congress in establishing the Tennessee Valley Authority.

Mr. Chairman, I associate myself with Senator Stennis in respect-
fully urging action favorable to Mr. Hooper, and I would like to offer
for the committee’s consideration a list of outstanding organizations
which support this nomination. Thank you very much.

1 \v\'illlllli like to say Mr. Chairman, that Mr. Hooper is ideally
qualified to make an outstanding record on the Board of Directors
of the Tennessee Valley Authority.

Senator Raxporpn. Thank you very much, Senator Eastland, for
your recommendation and endorsement of Mr. Hooper for this im-
portant position.

Are there any comments or questions from members?

Senator Stennis, we are delighted you are here, sir.

STATEMENT OF HON. JOHN C. STENNIS, U.S. SENATOR FROM THE
STATE OF MISSISSIPPI

Senator Stexnis. Mr, Chairman, I certainly thank you and the
members of your committee. I have a prepared statement, Mr. Chair-

man. It is about seven pages. I ask unanimous consent, or whatever the
procedure is, that that prepared statement be placed in the record and
I will make some comments on some points.

Senator Ranvorpu. That will be done in accordance with your
wish, Senator.

[The statement appears at p. 8.]

Senator Stex~is. Thank you, Mr. Chairman.

I am impressed and want to thank the chairman, as well as the
other members, for their contributions, over the years they have been
here, to TVA. I came early enough to be here as an ex officio member of
the Appropriations Committee when TVA was a highly controversial
188ue.

We had to fight uphill all the way every time there were requests
for funds for additional powerplants or any other improvement of
any substance. I have been delighted that your committee approved
the enabling act, you might say, to make it self-financing.

Now, for several years, I have been through TVA’s budget because
I }mem to be chairman of the subcommittee that I was once on as an
ex officio member. Therefore, I am familiar with its work.

Gentlemen, I think we need a balanced board of directors for the
administration of this proven institution. It is involved in more than
the making of electricity but in the electric power field it has been a
reliable and responsible yardstick over the years. It has benefited every
aren of our Nation.




6

Going back through its early history, I remember when it was first
proposed, during World War I-—not World War II but World War I
as a fertilizer producing venture but mainly for the manufacture of
ammunition.

It took a long time to get around to it, but that was one of the
reasons advanced in the early part of the war. I remember when
Henry Ford, Sr., made an offer for a 99-year lease that was blocked
in some way, I think, in the Senate. TVA finally came to fruition
in the depression and has had a far-reaching effect throughout the
Nation.

As T say, I think it needs a balanced board. There are two members
there now, one of long experience and another with some few years
of experience. Mr. Hooper is a man with an agricultural background
and also a business background. We had a man run for Governor
for Mississippi once who was introduced by a friend who said, “We
have often had lawyers as candidates for Governor, who were also
farmers. This time we have a farmer candidate who is also a lawyer.”

Senator Raxporpr. Did he win?

Senator Stexxis. He won. My point now, of course, is that we have
a businessman here who is also a farmer in the sense that he knows
the problems of the farmers, the area of fertilizer research, and what
it means, and related matters.

That still is a part of their function and a part of their activity.
I know they are continuing to make these contributions to agriculture
development. They are now developing, testing, and promoting the
use of even better types, including the new sulfur-coated urea fertilizer
with the slow release of its effect. That is just an illustration of how
modern this effort is.

I have known Mr. Hooper. I was a former officeholder in the area
he and I both come from. I have known him a long time. I can’t
remember exactly when I first knew him, but it goes back 20 to 25
years or more.

I have known him as a very active, vigorous, enterprising gentleman
who took part in farm lands, dairy lands, and like matters. He is
very public spirited and active in civic affairs.

I have known other members of his immediate family from Alabama.
They were from Alabama originally. I have known Mrs. Hooper for
many years and knew her father before her. I called up friends of
mine in this area when this question of the nomination came up and
talked to them, businessmen and others, and a close friend going
back to my college days, who had been at Columbus in business
when Mr. Hooper first came there.

They gave him what I had already understood to be a very strong
recommendation.

I knew already, as I said, about his activities and his place in the
community and some of the experiences that he had.

[ recommended him to the l[)l'l"-ilil‘llt and recommend him here to

you. He is plainspoken, and with his open life, I think with his back-
ground and experience he will make a real contribution to this three-
member board where balance is needed. I don’t recommend him
because he is from Mississippi. TVA is a national institution. It
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|:|-jlr1:f_:~ to the Nation and it serves the Nation, as 1 }I.‘l\i’:lll'l‘illil\‘
pointed out.

[ believe he would apply himself rigidly to the work and that he
would make a real contnbution and become a part of a j_:lrill_: m';::mi?.::-
liiilt \\]uir!: we are !'1':1',"._\' :t!i ]1['1lu|.1| of.

[ thank you, sir, and all of you, for your attention.

Senator RaxporpH, Thank you, Senator Stennis, for your recom-
mendation and endorsement of Mr. Hooper.

Are there any t|'|"-|‘i'-[|~'.’

[Senator Stennis’ |l['i‘[):1l'l-|l statement Ilir“:a\\-_]
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4s I have said, Mr. Hooper has a great deal of

experience in farming and he will bring to the Board

xnowledge and practical experience in agricultural

matters. I believe that this enhances his qualifica-
tions substantially and will be of great value toTVA,
o

its Board of Directors and agricultural interests in

4 by 4 al+*hanah T™VA onvers nort i " g2 f
that , althouga TVA covers DOSL10Ls Ol

ppi, Tennessee and Alabama are
the major users of its power. It seems very appro-
priate to me that Mississippi should be represented oa
the Board.

let me stress again, Mr. Chairman, that I believe

that Mr. Hooper's varied and broad experience qualifies

him uniquely and specially for this important post.
I sirongly recommended to President Ford that Mr.
Hooper be nominated. I recommend just as strongly

that this Committee act favorably on this nomination.
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Senator Srexnis. May I call your attention to the fact that Con-
gressman Jamie Whitten, of Mississippi, is here?

Senator Raxporen. We would be glad to accommodate Repre-
sentative Whitten. Do you wish to come over and make a statement?

STATEMENTS OF HON. JAMIE L. WHITTEN, HON. DAVID R. BOWEN,
HON. GILLESPIE V. (SONNY) MONTGOMERY, HON. THAD COCH-
RAN, AND HON, TRENT LOTT, REPRESENTATIVES IN CONGRESS
FROM THE STATE OF MISSISSIPPI

Mr. Warrren. We have a meeting of the Public Works Appropri-
ations Committee beginning at 10 with the Chief of the Corps of
Engineers there. For that reason, I appreciate your letting me speak
in advance,

I would like to agree with the fine statements made by the Senators
and those to be made by my congressional House colleagues in favor
of Mr. Hooper. We are very proud of his record. We are very much
interested in his confirmation.

Senator Ranporen. Thank you, Representative Whitten. I would
like to ask you a question. How long have you known Mr. Hooper?

Mr. Wairren. About 12 or 14 years well, and before that I was
acquainted with him. I can vouch for him in every way I have known
him, and I know him well.

Senator Raxporpn. I am sure your statement reflects your approval.
[ only want, while you are here, to have your statement that you
know him.

Mr. Warrren. I have worked with the TVA since 1943, so I think
that speaks for my interest in the work that it has done and my
interest in its continuing the fine job that it has done.

Senator Raxporpn. Thank you very much, Representative.

Do you have any questions?

Senator BAker. No. We are just delighted the Congressman could
be here and give his statement.

Mr. Wairres. Thank you.

Senator Ranporpr. Any other questions?

Jamie, before you leave, you spoke about having something to do
with the Tennessee Valley Authority as long ago as 1943. 1 voted for
the Tennessee Valley Authority as a Member of the House of Repre-
sentatives in 1933, so we both have a long interest in this.

Mr. Warrrex. Mr. Chairman, you measured your fish first. T was
the one who wrote the language to let them use the revenues 1 year
when they couldn’t get the appropriation and I wrote the language
to pay one-fourth of the money back each 10 years to take advantage
of the ups and downs of the water. So we have been in there together.

Senator Raxporen. Is the Authority solvent at the present time?

Mr. Warrrex. If the country is, because it belongs to the country.

.Senator Raxporpr. Thank you.

We have with us three Representatives besides Representative
Whitten—Representatives Lott, Bowen, and Cochran.

[ am sure all members of our committee would want to accord to
our colleagues of the House a courtesy in this matter. If they would
wish to, please come forward and testify.
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STATEMENT OF HON. DAVID BOWEN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MISSISSIPPI

Mr. Bowex. I am Congressman Bowen, from Mississippi. I have
a statement 1 would like to leave with the committee, if I might.

Briefly, I would like to say that Jim Hooper is a constituent of
mine. I have known him since 1972 when he was elected to the Con-
gress. It has been his duty as a very prominent Republican leader in
my State to oppose me politically.

Nonetheless, I am very enthusiastic about his nomination to this
position and I would wholeheartedly concur with the President’s
recommendation to the Senate in that respect.

I do have a statement I would like to make a part of the record, if
[ might.

Senator Ranvorpu. Representative Bowen, as we have done with
the statement of your colleague, Representative Whitten, your com-
ments on this matter and the knowledge you have of Mr. Hooper will
be included in the record.

Thank you very much, Mr. Bowen, for coming before us.

[Congressman Bowen’s statement follows:]







outstanding, He has held the position of Chairman of the Board,
President and Vice President of the Mississippi Rivers and
Harbors Association. He is a charter member of both the
Tombigbee Valley Authority and the Tombigbee Water Management
Authority. He has served on the Water Resources Advisory
Committee of three Republican presidential candidates. He is

thoroughly familiar with the entire Tennessee Valley area.

I feel that Mississippi deserves to have representation
on the TVA Board of Directors. As you know, the other two
directors are Tennesseans. The development of the Tennessee-
Tombigbee Waterway, the major allocation of TVA power to
Mississippi,and related industrial and agricultural development

in Northeast Mississippi all point up the importance of

appointing a Mississippian to the TVA Board.

The interdependence of the Tennessee-Tombigbee and the
Tennessee Valley Authority systems calls for knowledgeable
management to coordinate navigation, industrial and agricultural
development, river port development, energy allocation, rec-
reational development and flood control. Few people in the
region have the knowledge and expertise in these areas that
Jim Hooper possesses. He would in my judgment be in a unigque

position to make a significant contribution to the TVA Board.
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Senator RaxpovLpn. Representative Montgomery has joined his
colleagues. Is it your desire, Representative, to place your statement
in the record or remain with us during the hearings?

STATEMENT OF HON. G. V. MONTGOMERY, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MISSISSIPPI

Mr. MoNrGomERY. To place my statement in the record, Mr.
Chairman, and just comment that he is certainly a good man and I
totally support him from my congressional district. 1 live south of
Jim, but he is outstanding and I would like to submit my statement
for the record.

Senator Ranpove. In accordance with vour desire, your state-
ment will be included.

[The statement follows:]
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MISSISSIPPI RIVERS AND HARBORS ASSOCIATION
NUAL MEETING ON OCTOBER 24, 1975
BILOXI, MISSISSIPPI

A RESOLUTION SUPPORTING JAMES F. HOOPER OF COLUMBUS,
MISSISSIPP! FOR UNITED STATES SENATE APPROVAL OF HIS APPOINTMENT
TO THE BOARD OF DIRECTORS OF THE TENNESSEE VALLEY AU THORITY.

WHEREAS, President Gerald R, Ford has appointed James F. Hooper to
fill the vacancy on the three member Board of Directors of the Tennessee
Valley Authority; and

WHEREAS, Honorable William L. Waller and Honorable William Winter,
Governor and Lieutenant Governor of Mississippi and Senators Jamas O,

stland and John C. Stennis and Congressman Jamie L. Whitten, G. V.
Montgomery, David R. Bowen, Thad Cochran and Trent Lott, composing the
entire Mississippi delegation to the United States Congress, have
recommended and cfficially endorsed James F. Hoopar for this responsible
position; and

WHEREAS, both houses of the legislature of the State of Mississippi
have unanimously endorsed the appointment of Mr. Hooper; and

WHEREAS, the Tennessee-Tombigbee Walerway is presently under
construction through Mississippi, and its integration and interlocking with
the Tennessee Valley Authority Systems will require knowledgeable manage-
ment to assist in the coordinating navigation, industrial development, river
port development, energy allocation, recreational development and flood
control between the two systems; and

WHEREAS, James F. Hooper was one of the founders of the Rivers and
Harbors Association of Mississippi and served successive terms of Vice
President, President, and Chairman of the Board and continued as a board
member for many years in which offices he served with distinction; and

WHEREAS, through his able leadership and record of accomplishment
in water resources development, he was thrust inte the dominant role

of leading the Mississippi Rivers and Harbors Association to successful

management of our greatest natural resource - waler;
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NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRE CTORS
OF RIVERS AND HARBORS ASSOCIAT |ON OF MISSISSIPPI, That we do hereby
unanimously endorse the appoiniment of James F. Hooper by President Gerald
Ford to membership on the Board of Direclors of the Tennessee Valley Authority
and urge his speedy approval by the United States Senate.

BE IT FURTHER RESCLVED That we commend the effarts of our Congres-
sicnal Delegation and of our Governor and Lieutenant Governor in their supporl
of James F. Hooper, and we urge that they continue in every way to advocate
his membership on the Board of Directors of TVA.

BE IT FURTHER RESOLVED That copies of this resolution be sent to the
Honorable Cerald R. Ford, President of the United States, to the Honor able

Jennings Randolph, Chairman of the Committee on Public Works of the
United States Senate, to the Missise ippi Delegation to the the United States
Congress, to the Honorable William L. Waller, Governor of the State of

Mississippi, to the Honorable William F, Winter, Lieutenant Governor of

the State of Mississippi, and that copies be made available to the press.

PASSED AND ADOPTED THIS THE _of # DAY or%jﬁfkﬁ_n., TS ol

MISSISSIPPI RIVERS AND HARBORS ASSOCIATION

=R /_\.\u;f:_?_ r : /c] /,/f,{

1 Y R RS 7
Chairman of the Board President




SENATE CONCURRENT RESOLUTION NO. 597

A CONCURRENT RESOLUTION SUPPORTING JAMES F. HOOPER OF COLUMBUS ,
MISSISSIPPI, FOR APPOINTMENT TO THE BOARD OF DIRECTORS OF THE TENNESSEE
VALLEY AUTHORITY.

WHEREAS, President Cerald R. Ford will shortly make an appointment
to f£ill a vacancy on the three member Board of Directors of the Tennessee
Valley Authority; and

WHEREAS, Governor William L. Waller and Lieutenant Governor William
F. Winter of the State of Mississippi have officially endorsed James F.
Hooper of Columbus, Mississippi, for this responsible position; and

's James 0. East 1d John C.. Stennis and Congressmen

Jamie hitten, G. V. Montgomery, had Cochran and
Trent Lott, composing the Mississippi delegation to the United States
Congress, have also recommended and officially endorsed James F. Hooper
for this appointment; and

WHEREAS, the State of Mississippi is second only to Tennessee as a
customer of the Authority for electric power, fertilizer and other goods
and services, and a citizen of this state should therefore serve on the
Board; and

WHEREAS, the Tennessee-Tombigbee Waterway is presently under con-
struction through Mississippi, and its integration and interlocking with
the Tennessee Valley Authority systems will require knowledgeable management
to coordinate pavigation, industrial development, river port development,
energy allocation, recreational development and flood control; and

WHEREAS, James F. Hooper is eminently qualified for a position on
the Board of Directors of the Authority, being a former United States
Air Force pilot and a graduate engineer with extensive business, manu-
facturing, real estate and farming experience; and

WHEREAS, he is a pioneer in water research and development being a
charter member and past president of the Mississippi Rivers and Harbors
Association and being a charter member of the Tombigbee Valley Authority
and former vice-chairman of the Tombigbee River Valley Water Management
District:




NOW, THEREFORE T RI [ 4 {ATE OF THE STATE OF MISSISS1PPI,
THE HOUSE OF R ESENTATIVES CON > Tt IN, That we do hereby join
the reco 2 our C¢ iona I 2 ior yovernor and Lieutenant
Governor mes to the ard of

Director:

BE FURTHER RESOLVED, That we c id the efforts of our Congressional
legation, Governor and Lieutenant Gover * in their support of J 3

Hooper and we 1 that they continue in every way to advocate
I 3 3 3
appointment to the
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the H F ., Fre
Mis s 1 b
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Together We Can Do So Much




Senator RaxpoLp. We have two other Members who wish to
sit with Mr. Hooper now, who are from the delegation. Would you
desire to speak before we question Mr. Hooper?

STATEMENT OF HON. TRENT LOTT, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MISSISSIPPI

Mr. Lorr. I do. Mr. Chairman. I do have a subcommittee meeting
too. 1 wanted to sit with him and present a very brief statement.

Senator RAxpoLpH. Representative Lott, we are very happy to
have your statement,

Mr. Lorr. Mr. Chairman, I feel very comfortable here at my
first opportunity to appear at a confirmation hearing. I feel much more
secure now that we have our two distinguished Senators from Mis-
sissippi sitting in front of us. It helped me as I want to present this
statement.

It is a real pleasure to be here, Mr. Chairman, before you and
Senator Baker and Senator Culver. Senator, you look the same, even
though you made a little move since last year.

I represent the Fifth Congressional District of Mississippi, Mr.
Chairman. which is the southernmost part of the State, down on the
coast.

We don’t unfortunately, benefit from TVA, but I am a native of
north Mississippi and have heard all my life about the fine things
that the Tennessee Valley Authority has done and has accomplished
for the people in our area. We are all very proud of what it has done.

We know that today it becomes even more important not only
just from the power standpoint but conservation, water resources,
agriculture, and so many other areas.

I am fully cognizant of how important this particular hearing is,
that we are selecting a new director. I have paid very close attention
to the investigation proceedings in the hearing, and know it has been
a very thorough one.

I foel that the results will reflect that we have a very fine qualified
gentleman here in Mr. James F. Hooper.

Mr. Chairman, 1 am here today to emphatically place my name
among those who have found James F. Hooper to be eminently quali-
fied for a position with the Board of Directors of the Tennessee Valley
Authority. I endorse his nomination and I strongly urge this com-
mittee. as well as the full U.S. Senate, to confirm him without further
delay.

Jim Hooper, as those who know him will tell you, is a man with
impeccable credentials in water resources management. He has
served effectively as a charter member, president, and chairman of
the Board of the Mississippi Rivers and Harbors Association.

He is a charter member of the Tombigbee Valley Authority. He is
a charter member and vice chairman of the Tombigbee Water Man-
agement Authority. In short, he is well versed in those areas of interest
for which the TVA was originally created.

What strikes me as even more important, however, are his cre-
dentials as an agriculturist. He is a farmer, a tree farmer. He knows
full well what TVA can do and should do as far as reforestation is
concerned. He knows what the TVA Act means when it calls for
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agricultural and industrial development of the valley. And he knows,
by virtue of his broad experience, what it means when it calls for
improvement of navigability and for flood control.

Senator Stennis commented on a very important point, I thought.
We do need a balanced board for TVA. We need people who under-
stand the different aspects of what TVA can do and what it has done
and can look to the future and has no particular preconceived notions
of what problems there might exist for TVA but can only be looking
to the future of what it should do in the future.

Members of this committee, Jim Hooper has worked all his adult
life for the very goals outlined by the TVA Act. You know his cre-
dentials. You are familiar with his broad list of accomplishments.
Jim Hooper is a good man. More importantly, he is a good man for
the Tennessee Valley Authority.

Jim Hooper has the active support of his friends, his associates, his
State, and his industry. T urge you to give him the support and
approval of this committee and of the U.S. Senate.

I am very pleased to join his friends, associates, his State, the
congressional delegation, and his industry in supporting his nomina-
tion. Thank you very much.

Senator Raxporpr. Thank you very much, Representative Lott.

Any questions by members?

Do you know the other two members of the board?

Mr. Lort. I do not. I know their background and I have looked
into what TVA has been doing recently. I do not know them personally.

Senator RaxvoLpr. Presumably you made the statement that you
want a balanced board, having the knowledge of their background?

Mr. Lorr. Just some general knowledge of their background.

Senator Raxpovps. I see. Thank you very much, Representative
Lott.

Representative Cochran.

STATEMENT OF HON. THAD COCHRAN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MISSISSIPPI

Mr. Cocuran, Thank you, Mr. Chairman. I take pleasure in joining
my colleagues from Mississippi, Mr. Chairman, in endorsing the
nomination of Jim Hooper as a member of the Board of the TVA
Authority. I, too, was born up in north Mississippi in Pontotoc
County, and spent 20 of my early years there, and in " 'ippah County.
These are areas that are served by TVA.

Although my congressional district is in the southwest part of
Mississippi and we do not benefit from the power generation function
of the Authority, I do have a very good overall knowledge of the work
that TV A has done in Mississippi and the great benefits it has provided
to our people. I am very interested in seeing a good qualified person
be confirmed as a new member of this Board.

I have the honor, Mr. Chairman, of serving over on the House side
as a member of the Public Works and Transportation Committee.
During my very short tenure in the House I have become somewhat
familiar with the problems of the Authority and the necessity of
having a very competent Board to administer the work of that
Authority.
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[ can say that in talking with friends of mine in the Columbus
area who have known Jim Hooper longer than 1 have, I have never
heard a word of criticism about his character or his ability as a busi-
nessman; [ think this says a lot for him as a person. I have known
him personally for about 4 years and, Mr. Chairman, 1 have found
him to be a very open and ecandid person who seems quite intelligent.

I think he would acquit himself honorably and capably as a hard-
working member of II|'|~ board, and I commend him to the committee.

Thank you, Mr. Chairman, for giving me the opportunity to be
here and say these I'e "W words.

Senator Raxporen. Thank you, very much, Representative
Cochran.

Are there any questions?

How many members are in the House delegation from Mississippi?

Mr. Cocuran. That is it, five, Mr. Chairman.

Senator Raxpovnph. I understood there were five, and all five have
appeared here toduy. Representatives Whitten, Lott, Bowen, Cochran,
and Montgomery. That 1s what you call a solid cadence. We are very
appreciative of the testimony given by the members of the House
delegation.

Thank you very much.

Mr. Cocuran. Thank you, Mr. Chairman.

Senator Raxporer. Mr. Hooper, the members of the Committee
on Public Works will hear your testimony at this time.

STATEMENT OF JAMES F. HOOPER III, ACCOMPANIED BY HUNTER
M. GHOLSON, ATTORNEY

Mr. Hooper. Thank you, Mr. Chairman. Would you prefer I read
my statement and then have my witnesses later; or would you rather
have them first? It might be best if I read my statement.

Senator Raxporea. Mr. Hooper, we realize that when you use the
term “witnesses” that these are persons who will testify on your
behulf, as have the two Senators and the members of the House
delegation, the five Representatives from Mississippi.

[t would seem to us a practical procedure for your statement—I
presume the statement has been made available to those who might
wish to read it, Mr. Hooper. Has that been done?

Mr. Hooprer. So far as | know, Senator.

Senator Raxporrn, The statement has been eireulated. So, in the
matter of your giving the entire statement, without objection, we will
include it in the record. Then you make such comment as you would
desire upon the statement itself, focusing attention on points that you
would want to bring to the attention of the members of the committee.
You [ll'[!!'(‘{'tl s you desire, however.

Mr. Hoorer. All right, sir, The statement that I have made covers,
as we know, a very wide subject. I have tried to condense it as best
I could.

When the Tennessee '\.:‘I“t'_\' :'\nliml'it_\' was created in 1933, Congress
spelled out the responsibilities and objectives. Congress stated that the
Tennessee Valley Authority was created for the purposes of promotion
of water navigation; control of floods in the Mississippi River and
Tennessee River Basins; generation and distribution of electric power;
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production and improvement of fertilizers for agriculture; and
advancement of the physical, social, and economic development of the
Tennessee Valley region. During the last 43 years the Authority has
diligently sought to implement the objectives of Congress.

Seven hundred miles of locks, dams and reservoirs provide a 9-foot
navigational channel through four States.

By controlling the flow of water through reservoirs and dams, the
Authority has significantly reduced or eliminated the disastrous flood
conditions in the Valley region. Under certain conditions the Authority
can reduce the flood crest on the Mississippi River by approximately
2 feet.

The benefits of the Authority, therefore extend outside the im-
mediate Tennessee Valley region to the people of southern Illinois,
Missouri, Arkansas, Louisiana, and Mississippi.

Electric power is distributed over a large portion of a seven State
area. Historically and in keeping with the mandate of Congress, the
Authority has been able to provide power for domestic and rural use
at the lowest possible rate,

Fertilizer production, research, and education, conducted at the
Muscle Shoals facility has been made available to every State in the
union through a unique contractual arrangement between the Author-
ity and the agricultural colleges of land grant universities,

Today, most commercial fertilizer production directly incorporates
the developments of the Tennessee Valley Authority. Thirty to forty
percent of the increase in agricultural production in this country since
1933, 1s directly attributable to the increased use of fertilizers primarily
developed by the Tennessee Valley Authority.

The advance in the physical, social, and economic development of the
Tennessee Valley region during the past 43 years has been nothing
short of dramatic. Certainly the significant increase in farm production
and significant private capital investment in industry locating on the
water system created by the Authority has been of primary
importance,

Unfortunately, since the beginning of this decade, we have seen a
combination of unemployment, inflation, and the energy crisis present
us all with complicated problems. The solution to many of these prob-
lems will require a significant and. in some cases, painful adjustment
on the part of the people, not only of the Tennessee Valley region, but
of this country. The recent oil embargo brought home to us the finite
nature of our natural resources and our dependence on low cost energy.
The escalation of agricultural production expenses, particularly in
the areas of fertilizer cost and availability, seriously impels our food
production capacity. Water is one of our few renewable resources,
However, it is certainly possible for the Tennessee Valley region to
experience a water famine in the foreseeable future if this eritical
resource is not properly managed.

[t would appear inevitable that more electric power will be required
as a substitute for diminishing oil and gas reserves. The yroblem of
what fuel will be used to supply the additional generation ul} electricity
thus becomes paramount.

Many have said that the fast breeder or fusion process nuclear
reactor is the obvious answer since the process does not use up finite
resources. Would that the choice were that simple. Current estimates
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range from 15 to 30 years before the fast breeder or fusion process
reactor is commereially available in an acceptable condition.

The further use of conventional reactors is dependent upon the
availability of low-cost high quality uranium. It seems to be generally
accepted at this time that all proven reserves of high quality uranium
at a reasonable price are committed to conventional reactors already
under contract.

Unless and until additional reserves of low-cost high quality uranium
are found and/or the fast breeder reactor becomes commercially avail-
able, we must rely upon our present known coal reserves to supply
existing plants and for future expansion. Coal is not, however, an
absolute or easy answer.

Our coal reserves, though enormous, are finiate. Given the present
known natural gas reserves, it is quite possible that the gasification of
coal to produce nitrogen for agricultural use may become more im-
portant than the use of coal as a source of electricity.

Agriculture cannot supply our food and fiber needs without nitrogen
fertilizer. As indicated, ‘imili'(l natural gas supplies may prohibit the
use of gas as a feed stock for nitrogen.

The Tennessee Valley authority has a mandated responsibility to
agriculture at least equal to the requirement to generate electricity.
Because of the extreme importance of coal, I 1hini it proper that the
Authority take an aggressive position in all phases of coal develop-
ment, including increased mining eapacity, gasification for nitrogen,
combustion efficiency, and desulfurization technology.

TVA should encourage the increased mining capacity of existing
}:m\l mines, giving due and proper consideration to all environmental
actors,

The TVA water management system is, in my n‘pininn. one of the

better systems ever created. Beginning with rainfall, it makes the
highest and best use of this renewable resource for transportation,
generation of hydroelectric power and industrial use. Within a few
short years, the Tennessee Valley water transportation system will be
connected to the Tennessee-Tombigbee system thereby providing a
much shorter route between the industrial and agricultural centers of
the Midwest and the Gulf of Mexico.

It is inevitable that the entire system will provide the Tennessee
Valley region with additional industry and the attendant job op-
portunities for the people of the area.

One aspect of water development and management is of particular
concern to me. This is the problem of our underground aquifers. A
50-inch-plus annual rainfall in the Tennessee Valley area has made
us as complacent about water as we once were about cheap oil.

The fact is that we have been withdrawing more water from our
underground aquifers for industrial and domestic use than we have
been returning. Consequently, water tables throughout the TVA
mandate provides for reducing runoff by reforestation and land cover
to reduce siltation and give better absorption of rainfall.

In Europe and some of the more arid portions of the United States,
it is my understanding that significant progress had been made in
accelerating rainfall use by canal absorption channels built adjacent
to reservoirs and, in some instances, the installation of pumping
stations to pump water back into the aquifers.
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The growing industrial, municipal, and agricultural needs of the
area dictate that the harvesting and underground storage of winter
rains is imperative if we are to have ample supplies of water in the
future. TVA should be able to follow its traditional role of demonstra-
tion and education in this area with good results.

We must not underestimate the benefit to our society of adequate
food supplies and the importance of food exports to our humanitarian
goals, foreign policy, and economic development. The productive
capacity of this country is in jeopardy today.

n many areas the rate of production per acre resulting from
present seed and fertilizer technology has peaked and is leveling off.
Fortunately, many of our university laboratories are making real
progress in genetics that holds promise of double and triple our
present per-acre rate of production.

It is important to understand, however, that genetic improvement
of seeds offers only a potential increase. Unless the proper nutrition
is supplied to the genetically, improved seed, the potential increase in
production is lost.

The Tennessee Valley Authority, through its contracts and relations
with colleges of agriculture throughout the Nation, has the ability
to develop and maintain a coordinated research delivery system to
insure that the nutritional needs of genetically improved food and
fiber products is met. The Tennessee Valley Authority’s sponsorship
of experimentation by agricultural colleges and its relationship with
county agricultural agents and others provides a direct link between
the test tube and the farmer.

I would like to mention at this point one significant environmental
problem with which the Tennessee Valley Authority should be able
to deal directly. That is the problem of nitrogen pollution of our water
system by agriculture. In my opinion, this represents a potential
disaster and dictates that priority be given the development of a
slow release form of nitrogen at the earliest possible date.

1 share with each of you a genuine concern about our environment
and the problems we are now facing, My concern arises from 30
years of personal experience with soil erosion, siltation, and the pollu-
tion of our water supply.

Until a few weeks ago, I had not had the opportunity, although I
had read extensively about it, to view firsthand the strip mines in
eastern Tennessee. I believe that I can state unequivocally that I am
unalterably opposed to any strip mining unless it is accompanied by
proper and effective land reclamation procedures.

I am pleased to state that the State of Mississippi has apparently
recognized the problems encountered in other areas of our country
and 1s presently moving to enact laws providing for proper safeguards
prior to the wholesale introduction of strip mining into the State.

I believe that the four major areas which I have discussed energy,
water, food, and the environment, are interlocking and interacting.
It is my position that the Authority cannot allow itself to become
preoccupied with one area at the expense of any other area.

I believe that we must renew our emphasis on research; that tech-
nology holds fantastic promises for the future. In making the decisions
of today we must remain at all times cognizant of the potential effects
those decisions may have on the future.
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No magic wand exists. It is imperative that we keep our options
open; continue our research in all areas and hope that breakthroughs
can be achieved which will help alleviate some of our problems without
creating more drastic problems.

TVA has a responsibility in the decisionmaking process to seek and
balance the needs of society with the cost to society of resources used
to meet those needs. The objective must be the wise use of human and
natural resources to benefit the most people over the greatest period
of time.

I was born, reared, and educated in the State of Alabama and have
lived and farmed in the State of Mississippi since World War IT. T
have seen what electric power means to small communities and farms.
I have seen the industrial development of our area and the jobs made
available to the people by industry, both large and -nmh. located
because the Tennessee Valley Authority made sites and electric power
available.

[ think my personal love affair with the Tennessee Valley Authority
began when I witnessed the dramatic effects of TVA developed fer-
tilizer on demonstration farms. I have seen worn out and eroded acres
reclaimed and made productive.

I have seen choice beef produced on grass pastures made possible
by TVA technology. I have seen marginal lands produce trees.
Through the help of the Tennessee Valley Authority, the enslaving
bonds of the one-crop system in the South were broken.

When you consider the fact that today there is another nation that
must plant 3 acres to each planted in this country ; which must employ
10 people in agriculture to each 1 employed in this country; and which
must still import food to feed all of its people, including its farmers:
proper credit and support must be given to the magnificent job which
the Tennessee Valley Authority and the American farmer have done.

Personally, I am distressed to think that any human being must go
hungry. TVA has the ability to help unleash a new cornucopia of food
that may eventually insure that no one is hungry.

TVA also has the ability, given the proper motivation and decisions,
to insure that the energy needs of the people of the Tennessee Valley
region are met and at the same time insure that the desecrations of the
past are not repeated and the natural beauty of the environment is
protected and preserved for the enjoyment of generations to come.

Senator Raxporpa. That completes your statement, Mr. Hooper.

Mr. HoorER. Yes, sir.

Senator Raxporra. We note the presence of Hunter Gholson.

Mr. Guovson. Thank vou.

Senator RaxporpH. You are an attorney appearing with Mr.
Hooper?

Mr. Grorson. Yes, sir.

Senator Raxporra. We are delighted to have you at the witness
table.

Mr. Gurorsox. Thank you.

[Biographical data of Mr. Hooper follows:

BioararHicar Darta—Jasmes F. Hoorer 111
1. James Fullerton Hooper IIT was born September 3, 1915 in Selma, Alabama

He attended the public schools of Selma and graduated from Selma High Schoo
in 1933.




2. From 1935 through 1939 Hooper attended Auburn University in Auburn,
Alabama where he majored in Industrial Engineering.

4. Un October 8, 1941, Hooper entered the United States Army Air Corps.
He earned his pilot wings and served until discharged on September 25, 1045,

His first major assignment was as a Squadron Commander with the Air Training
Command at Columbus, Mississippi. While in the Air Training Command, he
was an instruetor pilot and check pilot for other instructor pilots. Also during the
one and one-half years in Columbus, Hooper participated in the development of
the original flight training manuals used by the Training Command for teaching
both transition and instrument flying.

Hooper spent the next three and one-half years assigned to Research and
Development at Wright-Patterson Field, Dayton, Ohio. He was assigned
responsibility for and developed the protective headgear now worn by pilots and
other aircrew members. Research and applied technology in the then new field
of plastics was an integral part of the protective headgear project.

4. From September, 1945, to the present, Hooper has been actively and
continuously engaged in the agricultural field including the ownership and
operation of a 2500 acre farm in Lowndes County, Mississippi. His agricultural
endeavors have included tree farming, beef cattle, dairy cattle and row crops.
Farm operations were gradually concentrated on the dairy operation.

On December 31, 1074, the farm real estate was sold, however, dairy cattle,

machinery and equipment were retained and the dairy operation continues.
5. From 1950-1957, Hooper was a partner in a canning plant located in
Columbus, Mississippi. The business was ineorporated late in 1957, as Columbus
Canning Company, Inec., and in 1958 was sold to an investor group from Atlanta,
Georgia,

6. From 1953 to the present, Hooper has marketed those portions of the original
farm real estate that were unadaptable for agricultural use but were, because of
wooded and rolling terrain, suited for homesites.

7. Since the early 1950°s, Hooper has maintained an intense and active interest
in water resource development and management. This interest developed because
of water related problems personally experienced in farming endeavors, including
floods, drought, diminishing water tables, internal drainage problems, siltation
and erosion.

Working toward possible solutions to these problems led to active involvement
in and with numerous organizations devoted to the efficient development and
management of water resources. Hooper was one of the founders of the Mississippi
Rivers and Harbors Association and has served this organization both as Presi-
dent and Board Member. He was a charter member of the Tombighee Water
Management District and was appointed to suceessive terms on the Board by
Governors Coleman, Barnett and Johnson of Mississippi. He was appointed by
Governor Coleman to the original Board of the Tombighee Valley Authority
(predecessor of the Tennessee-Tombighee Waterway Development Authority)
and was named a member of the Water Resource Advisory Boards for Republican
presidental candidates in 1960, 1964 and 1968,

8. Hooper is married to the former Virginia Reid Fite of Columbus, Mississippi.
They are the parents of three children: Mrs. Ralph E. Rood, a landseape architect
and member of the American Society of Landscape Architects; Dr. James F.
Hooper IV, a resident at the University of Kentucky Medical Center in Lexington,
Kentucky; and P. F. Hooper, a farmer and agricultural student.

The Hooper’s are members of St. Paul's Episcopal Church in Columbus, Mis-
sissippi. He is a Trustee of the Mississippi Kidney Foundation, former Board
Member of the Lowndes County (Miss.) Farm Bureau, member of the Air Foree
Association and the Columbus-Lowndes Historieal Association.

Senator Ranporpn. Senator Stafford, thank you for joining us
this morning for this hearing.

Mr. Hooper, the chairman feels that it is appropriate and fair
in the questioning of the witness that we agree to a 10-minute period
for each member. That would include not just our questions but the
responses.

That will give an opportunity to members, other than the Chair,
to occupy the time. I have always felt that that is a necessary pro-
cedure to be followed.
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Mr. Hooper, T have familiarized myself with your statement.
I, of course, can agree with you that our oil and our natural gas
reserves are being depleted. I know that, of course, because of the
situation in the State in which I live. I realize it full well because
I worked in the oil and gas fields as a young man.

My father was an oil and gas producer. So when I talk to you about
these subjects, I have a certain background which I hope will help
us to understand these issues.

You said the problem of what fuel will be used to supply the
additional generation of electricity is paramount. Of course, I concur
with that statement.

You have also included this language: “We must rely upon our
present known coal reserves to supply existing plants and for future
expansion.”

Ihis statement, of course, is one that T can agree with very quickly,
as a Senator from a State which is the .»:(-t.-nnlrin coal production in
the Nation.

As of June 1975, Mr. Hooper, according to the annual report of
TVA, the generating capacity on the TVA system was 26,726,630
kilowatts. Additional generating capacity now under construction
or planned would add another 21 million kilowatts over the next
decade. However, the bulk of this additional capacity will be in
nuclear powerplants.

Seven nuclear powerplants, if we are correctly informed through
the report, will involve 15 generating units. These, as I have indicated,
are under construction or are on the planning boards. Another eight
combustion turbines or pump storage units are under construction.

I have stated these situations, based upon what you have indicated
in your statement.

Mr. Hooper, would you agree that the present TVA construction
schedule is pronuclear, that it does not rely on the abundant coal
resources that exist within the TVA service area? Will you comment,
please?

Mr. HoorEr. Senator, I have to agree with your statement, as
far as I can determine. 1 have no intimate knowledge of this but as
far as I know what you are saying is correct. I have read that it is
pronuclear.

Senator Raxporpr. Mr. Hooper, then I presume that you would
be prepared to work toward a greater reliance on coal?

Mr. Hoorer. No question.

Senator Ranporpu. On the generation of power in TVA. Is that
correct?

Mr. Hoorgr. It is inevitable, Mr. Chairman.

Senator Ranxporpn. Three powerplants involving eight generating
units are yet to be approved by the Nuclear Regulatory Commission.
Are you prepared to urge that these be coal-fired plants?

Mr. Hooprer. Senator, I would have to say that, from what I know
of it at the present, I am not completely informed, but from what ]
see of it, this would have to be done. We move both nuclear and coal.
From what I can determine, this is a dead-end situation in the nuclear
at this point.

Certainly a breathing period has to be in here until we find out
where we are going.




Senator Raxporpua. The Chair would place in the record the
generating capacity under construction of plants as of June 10, 1975.

This breakdown will indicate in detail what the chairman has
referred to in the matter of powerplants. Without objection, we will
include it.

[The material referred to follows:]

GENERATING CAPACITY UNDER CONSTRUCTION OR PLANNED, JUNE 30, 1975

Scheduled
commercial
Kilowatts operation

Combustion turbines—Gallatin. .

Browns Ferry nuclear unit 3...

Sequoyah nuclear. ... _.___.

Raccoon Mountain pumped storage

Watts Bar nuclear £

Bellefonte nuclear :

Proposed Hartsville nuclear (scheduled work start, 1976) 1. __ .
Proposed Phipps Bend nuclear (scheduled work start, 1977) 1_____
Nuclear plant being considered for western area

PO RS B PRI S0 D e

3
-

Total.

! Scheduled start of onsite work is subject to approval by the Nuclear Regulatory Commission

Senator Raxporpu. Mr. Hooper, you have stated in your prepared
material, and T am quoting you directly—
It is generally accepted at this time that all proven reserves of high quality

uraninm at a reasonable price are committed to conventional reactors already
under contract.

That is your statement. Additional reserves of low cost, high-quality

uranium must be found. As you pointed out, and I quote—

The further use of conventional reactors is dependent upon the availability of
low cost and high quality uranium.

That is the end of the quote.

Mr. Hooper, would you agree that there conceivably could be a
shortage of low-cost, high-quality uranium in the future? Would this
not jeopardize the economic viability of the nuclear plants which are
now planned for the TVA?

Mr. Hoorer. Senator, as I understand it, it affects not only TVA
but any other utility involved in the future use of nuclear because in
the past, as I understand it, the balance between the high cost of
capital was balanced off by low-cost fuel.

When your fuel starts rising, then you begin to approach a zero and
possibly go past uneconomic, as far as coal is concerned.

Senator I{,axnm.r'u. We will come back to these matters, perhaps
later. Then there is the question of nuclear safety.

Mr. Hoorer. Nuclear safety?

Senator Raxporpu. Yes, sir.

Mr. Hooper. 1 have no positive problems with the operation of the
plant itsell. I am concerned about the reprocessing of the spent fuel.
I have been unable to get any satisfactory position on that. As far as
I understand it, this is a dead-end.

Senator Raxporen. Mr. Hooper, during fiseal year 1975, two of the
three units at the Browns Ferry Nuclear Power Plant were taken out of
service as the result of the fire that damaged electrical cables. I have
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asked you about nuclear safety. It would be a concern to you, would
it not?

Mr. Hoorer. Definitely.

Senator Raxporrr. Would you advocate that the TVA slow down
its construction program until pending safety and radioactive waste
disposal problems are solved?

Mr. Hoorer. It would be premature for me to say exactly what 1
would or wouldn’t do. I would certainly say I am very concerned and
would want to examine it very carefully.

Senator Raxporpa. 1 think that is a fair response at this point.

Mr. Hoorer. Yes.

Senator RanporLpH. The Chair asks unanimous consent to place in
the record at this point a statement which I issued on February 11 in
reference to nuclear power and the unresolved safety and radioactive
waste disposal problems that plagued, frankly, the continuance of a
nuclear power program in the United States.

I may refer later to some parts of that statement. Without objection,
I would place it in the record at this point.

(2 &l

[The statement referred to follows:]

WasuinaroN.—“Nuclear power, after 25 years, continues to be plagued by
unresolved safety and radioactive waste disposal problems.” U.S. Senator Jennings
Randolph declared here Wednesday.

The failure of the nuelear industry to find adequate solutions to these critical
problems has led to the recent resignation of three General Electric engineers
and a top official of the Federal Nuclear Regulatory Commission.

Randolph observed that the “safety of existing nuclear power facilities has been
compromised by the industry’s pursuit of an ever-increasing number of plants.”
On January 26, the Vermont Yankee Nuclear Power Corporation plant was
ordered shut down following the failure of computer tests of the reactor’s safety
system, Randolph noted.

Quoting from an earlier statement of March, 1975, the Senator added: “If our
country is to become energy self-sufficient we ecannot allow the advocates of
nuclear energy to carry us down the road to disaster in the 1970's and 80's that
they did in the 1950's and 60's."”

Commenting on the Federal Energy Research Program, Randolph also noted
that the fiscal vear 1977 budget “perpetuates the bias toward nuclear power and
nuclear weapons development that has historically plagued Federal energy
programs. It also fails to emphasize solutions to the problems of conventional
fission reactors.” Instead, Randolph added, “the budget of the energy Research
and Development Administration calls for significant expansion of breeder reactor
research—a second generation technology—before the first system is proven
environmentally sound.

“Our country's positive energy future must depend on greater coal utilization
rather than expanded nuclear research,” the Senator declared.

U.S. SenaTor JENNINGS RANDOLPH.

Senator Raxporpr. Mr. Hooper, you stated that you are un-
alterably opposed to any strip mining unless it is accompanied by
proper and effective land reclamation procedures.

[ believe, Mr. Hooper, that the record will show that over the years
the TVA has consistently opposed strong Federal legislation in surface
mining reclamation. Do you support such legislation or are you
prepared to advocate the use of TVA’s purchasing power to foster
improved surface mine reclamation by your coal supplies?

Mr. HoorEr. Senator, as to however the problem is to be solved is
another question, whether it should be a Federal law or whether it
should be State laws or whether the company itself can enforce it.

The only thing I am saying is that you are spinning your wheels if
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you, in using up one resource, are destroying another resource by the
waste in your water system. Since it is unnecessary, it can be reclaimed,
then I think it must be done.

Senator Raxporen, The chairman would agree with you in your
statement that there must be effective land reclamation procedures. He
understands at this time the comment you have made. Perhaps we will
return to it at a later period in the questioning.

[ have completed 10 minutes.

Senator Baker.

Senator Baxer. Thank you, Mr. Chairman.

Before I question vou, I might say, Mr. Hooper, you are in a tough
spot partly because the ehairman and I disagree on most of what you
just talked about. The chairman and I don’t often disaagree, but when
we do so, we do so with gusto.

Let me quickly say at the outset that I don’t think there is any way
on God's earth that this country is going to meet its energy require-
ments in the future unless it relies on coal, gas, oil, nuclear, and every
other energy source it can find.

I think it would be the height of folly if we discarded any of them.
I have to tell you right now that you are caught up the middle at this
point with the most fundamental of energy debates. That is, whether
or not we go forward with nuclear or whether we depend on coal, the
tradeoffs in each case are substantial.

For instance, if you don’t go forward with nuclear, you are going to
have greater reliance on coal. As that relates to economic concerns,
does it mean you are going to have full reclamation of surface mlmng’
I hope so. You don’t have it now. Does it mean you are going to inter-
nalize the cost of producing coal? If so, what effect will that have on
the price of a ton of coal?

What are you going to do about the sulfur that is emitted from the
smokestack? What will that do to the cost of electricity?

Nuclear power is essentially known. It does not insult the environ-
ment in any way. It does not depend on fossil fuels. It does not dis-
charge as much heat as a steamplant. It does not discharge any sulfur.
It does not l't'r;nil'v surface mining of coal or the reclamation of coal
or the prevention of acid limestone run off.

I will get around to asking you a question in a minute. I want to
tell you you have to have all those things. I think it would be ex tremely
unfortunate if we, by confirming you or recommending to the Senate
that you be confirmed, set a policy that the TVA Board should set in
their own deliberation and not embargo or exchange for this kind of
information.

I am going to take you back over some of these questions and see
what answers we get.

Let me ask you this. Wholly aside from the fundamental confronta-
tion between nuclear power and coal, are you telling this committee
that you would recommend that TVA discard and abandon its present
plan for presently designed nuclear powerplants?

Mr. Hoorer. Senator, to answer you indirectly, and I will come
around to directly, I have tried to point out the fact that there are
problems in both areas of generation. I have pointed out and made
specific note of some of the problems in the use of coal, such as the
gasification and get anything to the sulfur extraction.
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I am also quite aware, and have tried to point out, that there are
big problems in the nuclear field. I can’t agree with you more that we
need both.

So far as stopping anything that is in construction, as I understand
it, anything they have already contracted for has already contracted
for the low cost, high quality uranium.

My concern is 10 years from now, where they are going to start up
with higher costs of uranium.

Senator BAker. That is not the question I asked you. 1 asked
whether or not, as a member of the Board of Directors of TVA, you
would vote in favor of discontinuing present plans for future construc-
tion of nuclear plants.

Mr. Hoorer. How far further?

Senator Raxporpn. I am talking about the ones that are now
planned.

Mr. Hoorer. The ones that are now planned and have uraninm
under contract?

Senator BAxer. Noj; that is not the question I put. I believe there
are 10 altogether that are planned and that could be provided for I
suppose under the additional bonding authority that we gave to TVA.

Vhile you are conferring with counsel, let me hasten to say I think
TVA ought to rely more on coal. I think it ought to fully take account
of the coal potential for its future plants. The point I am asking you
is for clarification of the answer I understood you to give to the chair-
man, that is, would you vote in favor of abandoning presently planned
nuclear plants?

Mr. I'fu()PER. Senator Baker, my answer is this. I would have to
know, I would want to know as an individual, regardless of whether
I am on the board, whether or not they had the low cost, high quality
uranium available for such a plant. I would also like to know more
about the recycling of the fuel in the present reactors. That would
determine my decision.

Senator Baker. It is my understanding that TVA now has plans
and we have provided funding that presumably would cover the
completion or the construction of 17 presently planned or future
nuclear generating units between 1976 and 1985,

Those are the ones I am talking about. As a member of the board,
would you vote to discontinue those or would you vote to go forward
with those; or do you know?

Mr. Hoorer. My answer is if I knew that they had low cost, high
quality uranium available for those plants, then to go ahead with
them. But that is a critical point to me, where the line crosses.

Senator Baker. The chairman indicated that TVA had always
been opposed to strong surface mine control legislation. I would
gently and deferentially disagree with the chairman and point out
that TVA endorsed the bill that the Congress passed and which
President Ford vetoed. Clearly that was the first time that TVA, as
far as I know, has done that. But they did support that.

Are you familiar with the bill that Senator Randolph and I helped
pass in the Senate and the Congress and that President Ford vetoed?
Are you familiar with its general terms?

Mr. HoorEer. Generally, yes, sir.
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Senator BAxERr. And that it generally provides that if you surface
mine coal you have to essentially put the ground back the way you
found it.

Mr. Hoorer. Yes.

Senator Baxker. Not exactly, but essentially to restore it to its
former topographical form. That is the bill TVA supports and I
support and the bill that President Ford vetoed. And I think the
chairman supported it.

[ believe the United Mine Workers supported it. I think that is
right. What would be your position?

Mr. HooPER. As far as the specifies of the bill, I am not familiar
with it. But as you are stating it, the general statements you have
made, I agree with you.

Senator BAxer. The TVA Board endorsed that proposal as passed
by the Congress. Would you have disagreed with that proposal as
you now understand it?

Mr, Hooprer. As I now understand it, no.

Senator BAker. Mr, Chairman, my 10 minutes are up, but I am
finished. I will come back.

Senator Raxvoren. Howard, there are only two of us present
right now. If you would wish to proceed, you do it. Then I will come
back and gently but earnestly disagree.

Senator BAxer. Why don't you go ahead?

Senator Raxporpa. Remember the bill to which you refer was one
in which there were pluses and minuses. We attempted to try to
present a bill which was balanced insofar as possible.

Presently, Mr. Hooper, there are no coal-fired electric powerplants
under construction for operation between the present time and 1984,
That is the reason I stressed what I did about the nuclear program.
I don’t believe that situation would lend itself to your making a
statement, Mr. Hooper—1I certainly would not—that there is a recog-
nition of coal in the service area. Would you comment?

Mr. Hooper. Are you asking me is there a recognition? Is that
what you asked?

Senator Raxvorpu. Yes, I have given you the number of plants
and what type plants they are, sir.

Mr. Hooper. Senator, if T may say it this way, I think it is a
mistake to limit this discussion to nuclear or coal. In my opinion, we
are going to need all sources of energy. We must pursue them all.

There are a whole lot of them. Some of them are called esoteric
things. I can see a definite place for solar energy.

Senator Raxvoren. 1 do too.

Mr. Hooper. If we are to sit here and discuss back and forth just
these two, it will be a mistake.

Senator Raxporrn. We will discuss more than that, Mr. Hooper.

Mr. Hooper. I understand, but I am trying to put that perspective
in. From what I have been able to determine, we could be in a serious
condition as a nation from a complete lack of energy or inadequate
energy. We must pursue every possible way we can.

Senator Raxporri. Of course that is true, Mr. Hooper. It is not
the time for me to lecture on this subject. But I would remind you
that in 1944 T coauthored the Synthetic Fuels Act with Senator
Mahoney of Wyoming.
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[ recall very well what we did because we were attempting to find
if it was feasible to have gasification, to have liquefaction, to use oil
shale, to use coal as the base for motor fuel and also for aviation fuel.

With another young man 1 flew from Morgantown, W. Va., to
National Airport here, 175 miles across mountainous territory in a
single engine plane. That plane was fueled with aviation gasoline
made from West Virginia coal. You see, we knew what this was all
about a long time ago in this country.

We were attempting to find not the cost per unit, but to find out
if we do it here. Why were we doing that? Because along the east
coast and the New England waters the submarines were in action
even then, cutting off, “Senator Stennis, the petroleum supplies at
that time in connection with World War II.

So it was a serious matter. The legislation pussed. The projects
went forward. The plants were established. The pilot programs were
in-being. And, as so often happens in this country, when the U-boats
went home, America went back to sleeping again, in reference to the
energy problems that were to be magnified with the mobility of an
America, which has been increasing through the years.

It was in the fifties that the program flattened out with no appro-
priations for the programs that were ready to move. We should have
had a fuels and energy policy for the United States of America then,
but instead the program died.

I came to the Senate of the United States in 1958. I remember very
well, having been out of Congress over a period of 11 years and being
unable as a legislator to pursue that which I had worked on. T did so
and offered many, many items of legislation to bring into being a
commission composed of the proponents of policies that would be
carefully evaluated, including public members, Members of the Senate,
Members of the House, appointments made by the President of the
United States. We did not pass such legislation.

In 1961, after a failure in 1959 to have the Congress respond, I
stood as a witness. I did not sit as you did because 1 felt very strongly
about what T was saying.

[ said “Each vear that we delay the establishment of the fuels and
energy policy for the United States of America, perhaps brings us 1
year nearer to disaster.”

Those words were true; they continue to be true. Frankly, they are
true today. We have not developed the dependence upon our own
ability in this country to provide the fuels and the energy for this
Nation and we have been at the mercy of those countries who could
not only supply us but could also cease supplying us at any time.

All of this is a matter of record. The hearings are very replete
throughout the years.

Then a little } ater we determined that, having failed in these earlier
efforts, at least in the Senate of the United States we would try to call
on the Commerce Committee on which Senator Baker serves. Other
committees of the Senate joined with the Public Works Committee,
the Interior and Insular Affairs Committee, and the Joint Committee
on Atomic Energy and we would see what we could do to bring a body
of energy legislation to the Senate and ultimately to the Congress,
which might help us to do what we should have done before.
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We act after the fact. It is more noticeable in this matter of energy
than perhaps any other segment of our life.

I have talked too long on that subject. Ordinarily, T would not do
so, but, in this instance, T am familiar with the subject matter about
which I speak. I have worked on this subject for a long, long time. I am
thoroughly in agreement with Senator Baker and others that. of
course, we want to develop all the forees of energy and fuel in the
United States of America which are [}ﬂ.“:“l]i' and feasible to {lv\'l‘hm.

All that I have said, and I would repeat, is that we are attempting
here, as you are being considered as a member of the Board, Mr.
Hooper, to have you think of perhaps the varying viewpoints that will
be expressed here in reference to what we are doing.

We are talking, Mr. Hooper, about supplying the electric power
needs of TVA service areas, and we are talking about the next 10 and
15 years. All that T have to do is to look at the record and see what
now is programed. This means new powerplants, doesn’t it?

Mr. Hoorer. Yes.

Senator Raxporrn. And it means that TVA is building, according
to its own annual report, nuclear powerplants, My question, a very
proper question, one that I am not excited about but one that I am
m dead earnest about: Are you prepared to work for a greater utili-
zation of coal within the Tennessee Valley service area? It does not
seem to me that TVA’s present construction schedule is balanced.

[t is unbalanced. It is pronuclear. I want a balanced schedule. That
is what I have been asking and advocating.

Mr. Hooper. Senator, if T may respond just a moment. T am quite
aware of your comment of your record in trying to, if I may use the
phrase, wave a red flag about an impending energy shortage, 1 have
read the minutes of these hearings. 1 would like to suggest to you that
maybe you can share my frustration in trying to wave a red flag
about an impending agricultural erisis. You just don’t get anywhere
with it. You had a much stronger forum, of course.

[ don’t want to act after the fact in agriculture. That is my whole
thrust of this.

Senator Raxvorru. I noticed on television yesterday morning, two
farmers from the drought-stricken areas of the Far West whose crops
were completely obliterated. I listened to both those farmers talk.

[ thought, what patience they have. One man was saying, ‘“We
have lost our crop this year. All that we can do is get ready and pre-
pare, hopefully, for a crop next year.” There is a certain patience
about farming. I understood it again as I have before, in the comments
made by those two farmers,

The doctor heals and the lawyer pleads and the miner gets precious leads, but
this or that, what-¢'er befalls, the farmer he feeds them all,

Russia doesn’t know that today, with all of its olanning, with 5-
year programs one after the other. 1 shouldn’t mn{;u this comment,
but you have got to love the land. You must have a certain percentage
of production to justify vour working to please some commissar or
some official. And then you go not one iota beyond that. You are
working within just a plan.

People who love the land understand what it means to till it and to
bring it into production.




Senator BAxer. Mr. Hooper.

Mr. Hoorer. Yes, sir.

Senator BAker. One final word about the coal-nuclear confronta-
tion. I am sure you understand that I am not trying to put you in a
box. T really do believe that the country’s best hope for energy inde-
pendence is a reliance on nuclear power and coal for power generation,
The Congress and the President have mandated that many electric
plants which currently use gas and oil must convert to them.

There isn’t the slightest doubt but that coal is going to be in great
demand for many reasons. In my mind, there is no doubt that coal
ought to be considered as a prime fuel in the future by TVA.

All T want to establish is, that if you are confirmed as a member of
the Board of Directors of TVA, that you will take account of the
facts as you find them and take that job without prejudgment on the
outcome. You have to tell me that or I am going to vote against
you. You have to say one way or the other right now.

Mr. Hoorer. If I understand Yyou, you are saying, do I have a
preconceived position, and therefore against or for. What I would
answer is that T must go into this thing with an open mind. I think
that it has to be evaluated. I would have to have more detail before
I would ever go into any commitment one way or the other, other
than we need all the energy we can get from every direction.

Senator BAKER, And the remaining part I won’t belabor anymore.
That is whether or not you indicated to the chairman that you would
recommend that you abandon present plans for nuclear construction.

[ am opposed to that. I think it would be the height of folly to go
backward. The fact that the Browns Ferry plant went offline cost the
consumers untold millions of dollars in increased electric sot. That
fire never involved a single aspect of the nuclear reactor.

IT it had been a steam generating plant burning coal, it would have
been the same fire. That is for ajother day and another debate.

Are you famihar with TVA’s participation in the demonstration
breeder reactor?

Mr. Hoorer. The fast breeder; yes, sir, reasonably.

Senator BAxer. Do you understand that TVA is one of the
in that effort to build a demonstration plant along with (
wealth Edison and a consortia of other

Mr. Hoorer. Yes, sir.

Senator BAker. What is your view on whether TVA
in that role as one of three partners?

Mr. Hooprer. Senator, I can’t have any positive view because |
don’t know what their participation is. I don’t know what the cost
to TVA is or from whence the funds would be refunded.

Senator BAker. What is your idea? What do you think of the de-
sirability of building a demonstration breeder reactor?

Mr. Hoorer. T would think it would be a gre
accomplished.

Senator BAKER. You can certainly build it.

Mr. Hoorer. What is that?

Senator BAKER. You can certainly build a demonstration breeder.
Russia has already built two. France has built one and England.
There is no doubt that it can be built. The question is, what do you

partners
‘ommon-
private power companies?

should continue

at thing if it can be
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think of the concept effort of the private power and the Government
combined.

Mr. Hoorer. I see nothing wrong with a partnership. I think it
should be encouraged.

Senator BAXER. So your question is as to the desirability and the
economic feasibility in the breeder reactor in the future as a prime
power source for the United States. Is that what your reservation
goes to?

Mr. Hoorer. I didn't understand the first part of the question.

Senator Baker. Your reservation, that is, you can’t say until you
know the facts, that concern, that doubt goes to whether or not the
breeder reactor will become a prime power source in the future, rather
than a reservation as to whether we should build an experiment with
a demonstration ]llunl,

Mr. HooreEr. Yes.

Senator Baker. We have a really tough time, Mr. Hooper, as
vou know, in the TVA region because of escalating power rates. It
has reached extraordinary proportions in the stress and the difficulty
that it has caused. By way of just a brief preface, TVA is in a unique
responsibility position, because not only is it a giant utility—the
largest not only in the country but in the world—but by its low
residential rates over the years, TVA has effectively induced low-
income people and elderly people to use electricity for space heating.
Do yvou understand about that?

Mr. Hooprer. | am very aware of that.

Senator Baxer. 1t is the space heating load where the enormous
seasonal increases in rates have hit. People who had power bills of
$20 and $30 a month ago now have $80 or $100 bills because of space
heating. More often than not, with low-income families and frequently
with the elderly, if they used space heating, they did so because it
was cheap to install space heating.

They frequently do not have adequate insulation, so in cold weather,
with increased fuel costs, they get hit harder than anybody. Would
you agree with me that some special attention must be given to that
problem in recognition of TVA’s special responsibility to low-income
and elderly people in our service area?

Mr. Hooregr. Senator, I couldn’t agree more. It is upsetting. As
you say, you didn’t benevolently do it, but we certainly encouraged
people to get into this position.

Senator Baker. We took great pride in the fact we could use low-
cost TVA power to heat homes in our region, where they couldn’t
in other parts of the country, because of the low rates and low cost
cost of installation. That was true and that was right, wasn’t it?

Mr. Hoorer. 1 would answer it this way: certainly with a fixed
income situation, this is a disaster.

I would also call your attention to the fact that that same person
is paying two and three times as much for their food as they were years
ngo,

Senator Baker, There is a bottom to every well. If vou get a $150
Social Security check or a $200 check and your power bill is $150
and your food bill has doubled also, it may well run past the bottom
of that well.
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What I am driving at is this: Would vou, as a member of the board
of TVA, engage actively in an effort to explore techniques for lowering
the impact or lessening the impact of space heating costs to low-income
and v]:l:-l'l_\ families in the TVA area?

Mr. Hoorggr. Senator, I start even farther back.

I think we ought to do everything we can to increase the efficiency
of combustion in the area and the efficiency of transmission. Anything
we want to reduce, we have to get the cost down,

As far as specifics, as insulation, it is ridiculous to be wasting this
heat out into the air,

Senator BAker. What would you do about it? How would you feel
about a TVA program for low-cost loans to consumers to insulate
their homes?

Mr. Hooper. I have heard that proposed. I don’t know enough of
the details to take a position on it. It makes sense to get insulation in
there to stop wasting the power.

Senator BAxer. Most times when you have a family on low or
medium income who installs resistance heat, they did so because it
was cheap and it is clearly not as efficient as other systems.

Do you see any merit in the possibility of exploring low-cost loans
for improving home heating systems?

Mr. Hoorer. 1 think it is very important.

Senator BAker. Do you think TVA ought to consider getting into
that banking business; or dc vou think they ought to make recom-
mendations to Congress in that respect; or both?

Mr. HoorEr. As to what the specifies are, all I am saying is, T think
it must be done and we must do anything we can to relieve the situa-
tion. TVA has an even further interest because it has to do with their
|)l':lk power llmt{_

If they can reduce it, they are not only helping the individual but
they are helping themselves. Is that a congressional function or a
banking function? T don’t know.

Senator Baker. You recognize the problem?

Mr. Hoorer. Oh, certainly; it is a tremendous problem.

Senator Baxer. The statute requires that, to be a Director of the
Tennessee Valley Authority, you must devote vourself as a full-time
businessman to the business of the corporation. Would you do that?

Mr. Hoorer. Yes, sir.

Senator Baxer. And that all Directors must profess a belief in the
feasibility and wisdom of the TVA Act. Can you now profess that
fully?

Mr. Hoorer. There is no question.

Senator BAxer. And that the Director shall take up residence at or
near the headquarters of TVA?

Mr. Hoorer. That is correct.

Senator BAker. No Director shall have any finanecial interest in
any public utility corporation engaged in the business of distributing
and selling power to the public. Do you?

Mr. Hooprer. No; I do not.

Senator Baker. No Director shall have any financial interest in any
corporation engaged in the manufacture, selling, or distribution of
fixed nitrogen or fertilizer or ingredients thereof.
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Mr. Hoorer. I do not.

Senator BAKER. Or an enterprise that may be adversely affected
by the success of TVA as a producer of fertilizer or power.

Mr. Hoorer. No.

Senator Baxer. I might add or of coal or nuclear power. You have
no interest in either of those?

Mr. Hoorer. I have nof financial interest.

Senator Baxer. Mr. Hooper, the TVA Seli-Financing Act was
passed with the assistance of the chairman, who was instrumental
in moving that legislation. It was passed in part through the efforts
of my father who served in the Congress and represented the Second
Congressional District of Tennessee in his lifetime for many years,

It was hailed and is now hailed as the device by which TVA became
self-supporting and avoided the confrontation between public and
private power interest in the Congress by becoming self-financing,
by issuing bonds pledging the revenue, and that is still the law.

We recently increased TVA’s bonding authority from $5 billion
to $15 billion, which ought to build some sort of powerplants. The
point of the matter is that TVA's debt to equity ratio is now about
65 percent debt and 35 percent equity—if you think of equity as the
Government’s contribution, other than the sale of bonds by the agency
itsell.

What is you view on how far the agency can go in its debt equity
ratio, or whether there is any limit to how far the agency can go and
still provide the services and perform the functions required by the
act?

Mr. Hoorer. The only overall comment I can make to that, Senator,
is that the debt ratio of the accumulated interest charges as they
affect the cost of power are critical. T think that has to be kl';lt under
control. That is my feeling about it.

Senator Baxer. How are you going to do that? There is not much
likelihood that the Congress is going to appropriate much money
to build vour steamplant, whether it is nuclear or coal fired. You
are going to have to do it out of borrowed money or earnings. That
gets you square up against the next dilemma, which is even grander
that that between the chairman and I about nuclear power.

Senator Raxporei. 1 have to interrupt, Howard. 1 know it is not
an either/or.

Senator Baxer. No: it isn’t. You have to have both.

Senator Ranporpr. We were talking about balanced energy produc-
tion. I pointed up, of course, some of the very serious doubts that 1
have had, not just today but in the past, about nuclear power.

Senator Baker very properly responded about his belief in the
program. 1 would stress, and I think Howard would concur with me,
that we are talking about a balanced program for the future.

Senator Baxer. We are, indeed.

Mr. Hooper, that gets you up against the question of how far you
can go in the development of nuclear capacity. Is it your feeling that
you should provide the capacity for the electrical needs of the region,
or that a viable alternative is to reduce the expansion of TVA’s elec-
trical generating capacity?

Mr. HooreRr. Senator, the word “viable” leaves a question in m)
mind. I would call it & very unfortunate situation if we had to reduce.
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I would much prefer to meet the needs. On the other hand, if the cost
1s getting out of line to the point that it is really not usable, then vou
have to cut it back. I \\'nllldlhupt'. and I think we are all sitting around
hoping, that some of these technological breakthroughs will solve this
for us before we get to the crisis point.

I know the MHD program was magnificant: 50 percent inerease
per Btu from coal is an unbelievable advantage. If we get that in
all of these things, we will get back in line. That is where it has to
come from, better efficiency.

Senator Baxer. Let me put one final question which you can answer
later. TVA was conceived of, as I guess, the first Federal regional
development project—for the whole Tennessee River system—and
given the responsibility to develop the valley in an integrated and
useful and coherent way.

I confess sometimes | think that emphasis, that is coherence of a
regional development, has shifted to the production of electricity
and flood control. There are some other elements. I would like you to
comment, if you care to a little later, on how vou would revitalize
the concept of a balanced regional development role of TVA as dis-
tinguished from being just the world’s largest power generator.

Thank you, sir. You can do it now or wait.

Mr. Hoorer. I can answer it in a general way now. The words:
interest, emphasis, priority—I think probably comes back to funding.
As to as far as balancing up, you can’t expect all of the investment
being in power and expecting everything to balance up.

[ think we are talking more about emphasis in terms of looking at
the programs. T am speaking now primarily of agriculture, which is
regional development. I understand that they are doing a good job in
giving community advice on how to rehabilitate communities.

This is an area in which the main thing I am concerned about at the
moment is the emphasis on agriculture, because it is a present emer-
gency need.

Senator BAKER. You have a broad charter in the TVA Act. The
reason I suggested you might want to think about it is because as you
do, you realize that there 1s a whole range of opportunities that TVA
could take advantage of for regional development that have never
been undertaken.

Sometime before these hearings are over I would like you to think
about that and see if you have any new ideas about how TVA could
better serve that role as a coordinator of regional development.

Mr. Hooper. One thing T am very high on, and it has been men-
tioned, is the recharging of our aquafiers. The reason TVA can do this
is that the difficulty of Columbus, Miss., putting its water plant in the
ground, then Meridian is going to get the water.

So why would Columbus do it. You have to get each town doing
this, and this is where you get a regional integrated situation.

Senator Baker. Mr. Chairman, I think it might be well to point
out that in deference to Mr. Hooper’s position, the exchange we have
had here, the nature of the questions that have been presented to him
and his answers emphasizes the fact that TVA at this juncture in its
history is at the crossroads of virtually every important domestic
confrontation or issue before us.
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Whether it is power production, conservation, environmental
development, transportation, agriculture, the manufacturing industry,
commerce, all of them are involved one way or the other in the mandate
or in the actual activities of TVA.

So the appointment of a director of this agency has extraordinary
importance, in that TVA is supposed to be a model on which we try
new ideas and demonstrate to the rest of the country.

Senator Raxporpr. That is true, Senator Baker. That certainly,
in considerable part, is the reason for the questions that are In-ln"
asked of Mr. Hooper at this time.

Mr. Hooper, we have the Clean Air Act on the books. We are now
bringing amendments to that act to the Senate. We have the Environ-
mental Protection Agency. We have the State air pollution control
officers, and in all of these there is requirement of a constant emission
limitation approach for the control of air pollution.

Available techniques for the control of sulfur dioxides are low sulfur
coal, coal washing, and chemical serubbers.

Senator Baker very properly included in his comment and the
questioning the value of scrubbers. He didn’t say that we were not
developing scrubbers, that they were not now in use, but there was a
question mark 1111p|u=:| and very properly so, as there are in many
areas of how to develop that energy source without defiling, of course,
the environment.

A major obstacle to a greater burning of coal, Mr. Hooper, has been
a reluctance on the part of some utilities in our country to install
stack gas scrubbers to meet these clean air standards.

TVA accounts for more than half the sulfur dioxide emissions in
the southeast. Yet, TVA isin the process of installing only one serubber
unit,

Mr. Hooper, I think it is a fair statement for me to make that this
is the situation. It is also fair for me to ask you if yvou are prepared to
support the installation of scrubbers on all units identified by EPA
as needing necessary serubbers?

Mr. Hoopgr. Senator, as I understand it, the one installation that
you have described and is a joint testing by EPA and TVA to deter-
mine the efficiency of the type serubber, they have at the same time
set up a program of shutting down various coal plants if in fact an
inversion oceurs in that area and have on standby the low sulfur coal
so that they cannot abuse the air during those certain bad weather
conditions.

To answer your question, I would very much like to know the
efficiency of that scrubber. I think possibly a lot of design technique
will be learned. 1 would sincerely hate to go out and spend $100
million and find out you are creating more of a problem in the disposal
of the material you are using,

In other words, the limestone gets to be a problem. I have hear it
can swamp us in polluted limestone. I would say I was very interested
in this. I think this is the very approach for EPA and TVA to coordi-
nate their efforts to determine, record everything, and from there
determine what to do.

Senator Raxvovren. At that point, I am going to go ask Mr. Grundy
to state for the record, and if he doesn’t have the mformation he can
obtain it, in reference to what Senator Baker mentioned, the transfer
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over, as it were, from oil and natural gas to coal for electric generating
plants, the Federal Energy Administration has in effect ordered that
transfer of how may units,

Mr. Grunpy. I believe it is 74 electric powerplants that have the
capability to burn coal, are in the process or being ordered to switch
to coal.

Senator Raxporpu. Mr. Hooper, you understand that in some in-
stances this can be done without a scrubber. There are certain per-
centages of those utilities who can do it without installation of
equipment.

Yet they have been reluctant to make this changeover. There are
some in the transition era. There are some, of course, who need the
highest, techniques, whether it is serubbers or whatnot to qualify, is
that correct?

Mr. Grunpy. That is correct, Senator. The majority of the plants
require additional particulate controls, but it is understood on these
plants that will be converting to coal, that the majority of them can
meet the sulfur restrictions by use of the available fuel. They were
purposely chosen that way.

Senator Raxvorer. For the record, Mr. Grundy is the secretary of
our Senate fuels and energy study which 1 mentioned.

Mr. Hooper, the Tennessee Valley Authority continues to advocate
an alternate method of meeting ambient standards for sulfur dioxide
around its coal-fired steam plants. This alternative control system
uses a combination of tall stacks and meteorological forecasting to
reduce emissions temporarily during unfavorable dispersion conditions
with the use of low sulfur coal or a reduction in the generation of
that power.

According to TVA’s 1975 annual report, to which 1 made reference,
over the last 6 years some $60 million has been spent on tall stacks at
the Kingston Shawnee Willow Creek steamplants.

Mr. Hooper, during that intermittent control technique, the various
techniques for sulfur oxides are not permitted under Federal law.
Are vou prepared, as a proposed director of TVA, to support the use
of continuous emission controls?

Mr. HoorEr. The continued use of emission controls?

Senator Ranporpn. Yes.

Mr. Hoorer. Yes, sir.

Senator Raxporen. Continuous?

Mr. HoorEr. Rather than intermittent, that they are presently
doing?

Senator RanporrH., Yes,

Mr. Hoorer. As I understand it, their understanding with EPA
is based upon the results of their present testing. If based on that, then
they would make the decision. That is my understanding. 1 don’t
know.

Senator Raxporeu. The intermittent controls are not permitted
by Federal law.

Mr. Hoorer. As I say, I don’t have the detailed knowledge of it.
My understanding was that they had, what do you call it, an inter-
mediate period where they can test this and in the meantime go
through the intermedinte business until they find it out. I feel like a
solution of this is in the desulfurization technique.
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I am much more in favor of trying to get the sulfur out before you
blow it up in the air than to worry about recapturing it.

Senator Raxporen. I think, Howard, the intermittent controls
can be used only as long as the scrubbers are not installed. I believe
that is correct.

Mr. Hoorer. Yes.

Senator Baker. 1 think the real status of the situation is that you
can use intermittent controls presently. It is sort of up in the air about
how long TVA and other utilities can use intermittent controls be-
fore continuous control measures are required.

Senator Raxpovprn. That is correct.

Senator Baker. That, of course, is before us now, Mr. Chairman,
in the markup of the clean air amendments.

Senator Raxvorpu. Yes; Mr. Hooper, you have indicated that
the Tennessee Valley Authority was created for the purposes of
generation and the distribution of electric power in the advancement
of the physical, social and economic development of the Tennessee
Valley region.

I think that the TVA mandate, Mr. Hooper, is to advance the econ-
omy within the service area and within Appalachia. Do vou consider
the TVA's purchase of coal from outside this region to be consistent
or inconsistent with the mandate that I have made reference to in this
connection?

Mr. Hoorer. Senator, I am thoroughly confused but I am aware of
what you said. I have tried to find answers, and I have no answers.
I don’t know why. It is certainly on the surface inconsistent. Why
they are doing it, I don’t know,

Senator Raxporeu, Howard.,

Senator BAKER. Thank you, Mr. Chairman.

Mr. Hooper, 1 think one of the prime considerations in passing on
the qualifications of a nominee for the TVA Board ought to be his or
her business experience what your business career has been to date?

Mr. Hoorer. 1 will back up and say it this way. When I was
discharged from the service at the end of World War II, T had been
engaged for about 3 years in advanced research in plastics. It was an
infant industry. The opportunities for employment were in the big
Gastern towns, I didn’t want to raise my children in that area, so I
went back deliberately to Mississippi.

[ am prefacing my comments to you by stating it this way. I never
sought a fortune in money. I am not a jet set person. I was more
concerned with the quality of life for myself and my family.

Within that framework, I went back and helped and have been
continuously farming for 30 vears, 7 days in the week. On ocecasions, 1
have engaged in other businesses, but that has been my basic business
and has remained my basic business.

[ am glad to say that I educated my family and we live comfortably.
[n my thinking, I feel satisfied with my business career as it supplied
my goals.

Senator BAker. Mr. Hooper, the staff of the committee, in response
to a request of the committee, and 1 think largely as a result of certain
allegations made with respect to your business activities in newspapers,
conducted a rather extensive field investigation, as you are aware.
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In the course of that investigation, they compiled a report which was
kept confidential for the use of the committee only, and which I believe
vou and your counsel had a chance to see.

Mr. Hoorer. Yes.

Senator BAKER. I am going to mention for you certain particular
sitnations and ask you to desecribe for us your involvement with and
relationship to those particular endeavors.

The first one is the Hooper Dairy Farm partnership. Would you
deseribe that for us?

Mr. Hoorgr. The Hooper Dairy Farm partnership?

Senator BAKER. Yes.

Mr. Hoorer. In 1965, I went in partnership with a man from
Memphis, who had large and vast experience in farming operations,
The thrust and idea of what we set out to do was to set up a factory-
type dairy operation which would require tremendous sums of capital
but it seemed to be the way to go in the future of dairying rather than
the small isolated dairies.

We made a lot of progress in it until the period of 1969, in which
Mr. Brooks—who was the partner and who in turn was involved in a
number of businesses, scattered all over the South for the matter—a
partuer of his in an entirely different venture committed suicide. When
he did, it made a tremendous demand on Mr. Brooks for their involve-
ment in some other enterprises. This caused Mr. Brooks to first seek
reorganization, which lasted about 8 or 9 months, and then finally
take l'mnpil'tv h:mkr'il]]ll'_\'.

I was a very small side line of a very large situation.

Senator Baker. Were you and Mr. Brooks equal partners?

Mr. Hoorer. What is that?

Senator Baker. Were you and Mr. Brooks equal partners?

Mr. Hooprer. Yes, sir.

Senator BAker. When you are speaking of the Hooper Dairy Farm,
you and Mr. Brooks were the Hooper Dairy Farm partnership?

Mr. Hoorer. For that particular period, ves. Before it was mine,
and since it was mine.

Senator BAker. Did the Hooper Dairy Farm partnership go into
bankruptey?

Mr. Hoorer. No, sir.

Senator Baker. Did it turn out to be a profitable or unprofitable
operation?

Mr. Hoorer, The only way you can answer that, Senator, is we
were involved in the startup period. And where we were in a very
expensive operation leading toward a productive and profitable level
at the time we got some call, due to this bankruptey.

Senator Baxer. This is Brooks’ bankruptey, not yours?

Mr. Hoorer. That is right.

Senuator BAker. He was your partner in the Hooper Dairy Farm.
Is that what caused the Hooper Dairy Farm to cease operations?

Mr. Hoorer. That is correct.

Senator Baxer. What did you contribute to the put'lnl'l'ahi]l.
Mr. Hooper?

Mr. Hoorer. At the time that we went into the partnership, the

balance sheet, as I recall, was $350,000 in land, cattle and machinery .

We worked out an agreement where he would contribute certain
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amounts and I would contribute certain amounts and we would come
up equal. This was changed as we went forward through the 4 years,
but that is the basie partnership.

Senator Baker. What finully came of the partnership?

Mr. Hoorer. The bankruptey court examined my relation to Mr.
Brooks as far as potential assets for his creditors and determined that
there were none. I agreed to take over indebtednesses belonging
specifically to the partnership in exchange for dissolving the partner-
ship. We just washed it out and I took over and went ahead and
n|>|‘|‘ll[('l] it.

Senator Baker. What loans did yvou take over?

Mr. Hoorer. The major loan was in the First Columbus National
Bank.

Senator Baker. These had been originated by the partnership and
you assumed them in fact for abandonment of the trustees’ claim
against the partnership?

Mr. Hoorer. It was a combination of agreements. That is correct.

Senator Baker. For the interest of time, I am going to run through
these quickly and then come back to them for detail if necessary.

Would you alse tell us a little about the Standard Union Life
Insurance Co.?

Mr. Hoorer. Yes, sir. This was one of Mr. Brooks’ properties. At
one point one of the reasons, or the reason, he went into the insurance
business was to use land as admitted reserves uf_"nilht which to write
insurance.

At the time he went into it he proposed that I should put in land
and he would issue me stock if the insurance commissioners accepted it.

They did not accept it as a reasonable reserve. The land was
returned to me, and that is the beginning and end of my relationship
with the Standard Union Life Insurance Co.

Senator Baker. Were vou an officer or director of that company?

Mr. HoorEer. I was an officer for about a 3- or 4-month period. As
[ understand it, it required three officers.

Senator Baker. Were you involved in the management of the
company?

Mr. Hoorer. No, sir, in no way.

Senator Baker. Or the administration of its affairs ?

Mr. Hoorer. None at all.

Senator BAkEr. Was the company’s license to do business in one or
more States revoked at the time you were an officer?

Mr. Hoorer. The word “revoked” is not proper. The charter is in
Alabama, or was in Alabama. A right to do business is an annual
renewable by each State and you submit, as I understand it, the
assets of the corporation on the 31st of December and they make a
decision.

Then if they want to, they let you go ahead or not. You don’t
revoke. 1t 1s just failure to renew.

Senator Baxer. That is what I meant. Were vou an officer or
director at the time that the right to do business in one or more States
was not renewed?

Mr. Hoorer. I was still an officer. Yes, sir, at the time the State of
Tennessee notified the company, Mr. Brooks, that they would not
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accept this property, we agreed he would return it to me. That was
the end of it. Exactly when it was stopped, 1 don’t know.

Senator Baker. But the property, the real estate that you put up
as a contribution to the capital of the company, I assume, was not
accepted as a qualified reserve by the State of Tennessee. When that
was not done, their right to do business in the State of Tennessee was
not renewed and the company then reconveyed that real estate to
you?

Mr. Hoorer. That is correct.

Senator Baxker. Did you go off the board then?

Mr. HoorEr. Yes.

Senator BAxer, What happened to the company?

Mr. Hoorer. At the time of Mr. Brooks filing for reorganization,
in October of 1969 I believe, I had pledged the stock of that company
on some venture of his in which he borrowed money from a bank in
Little Rock, and the bank took over the company in satisfaction of
their loan. That is my understanding of it. I didn’t know anything
about it.

Senator BAxEr. Do you know whether the bank lost anything as a
result of that loan? Did the bank collect on that loan?

Mr. HoorEr. I have no knowledge, sir.

Senator BAKER. You were not involved in that transaction?

Mr. Hoorer. No, sir.

Senator BAker. Did that insurance company go into receivership
or bankruptey?

Mr. Hoorer. 1 don’t know, Senator. My understanding is no,
that it is still operatine.

Senator Baxer. Tell us a little about Little River Farms, Inec.

Mr. Hoorer. It is in a very similar category as the insurance
company. Again, it was one of the many properties that Mr. Brooks
owned and operated.

Senator BAxer. Were you a partner in that operation also?

Mr. Hoorer. No, sir.

Senator BAker. How were you involved with it?

Mr. Hoorgr. It was a milk distribution store. We call it a milk
jug store. You know, they sell milk direct. It was a property that had
to do with some other people that Brooks was involved in, in a number
of things. It is a complicated situation,

At any rate, he asked ine to go look at it. T went with him and did.
He bought it and, as much as I could, I tried to keep track. That is
the word T used. He asked me to try to keep track of what was happen-
ing in the sense of talking or being available to the manager. And
that I did. I would report to Mr. Brooks when they were passing
through.

Senator Baxer. Were you an officer or director of that company?

Mr. Hooprer. Yes, sir. There was a period when I was a director.

Senator Baxer. But this also was a Brooks company?

Mr. Hoorgr. That is correct.

Senator BaAxer. What happened to it when Mr. Brooks went into
bankruptey?

Mr. Hoorer. An attempt was made to sell it. During the time when
he was asking for reorganization and apparently they were going to
give him permission, he was unable to sell it.
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As 1 understand it, it finally went under, for taxes I believe. The
court abandoned 1t.

Senator Baker. Did you make or lose any money in that
transaction?

Mr. Hoorer. In which one—Little River Farms?

Senator BAKER. Yes.

Mr. Hoorer. No, I did not. 1 neither made nor lost.

Senator Baker. Were you involved in a loan to Little River Farms
or did yvou assume some of their liabilities to a Marietta bank after
the bankruptey of Mr. Brooks?

Mr. Hoorer. No, sir.

Senator Baker. Tell us briefly, if you will, about the Columbus
Canning Co.

Mr. Hoorer. The Columbus Canning Co. was a company where
three of us went together and started a business in Columbus right
after World War I1, in the early fifties, the purpose of which was to
create another market for agricultural products where at that time
there was nothing but a cotton situation and a lot of labor with no
jobs

We struggled with it quite a while, trying to develop the acreage
as well as the sales of vegetables because it offered a variety of incomes
at various times during the year. As an off-season business, we got in
the manufacture of pet food. This became a primary function of the
company. It became very large.

In 1957, 5 years from the time we started, we incorporated it. In
]'I1_I“\, we :“”!ll 1! Lo =o0Ine IHII]I]V rl‘l“l .1[ anta, }H" ause ‘III' "II]II}II
requirements were far beyond what we had ever envisioned getting
into. We sold it in 1958. In 111t- latter part of 1959, this particular
group of people were involved in a number of 1111“‘ businesses.

It is my understanding that one of their other ventures put them
in bad trouble and they simply shut the thing down and walked away
from it.

Senator Baxer, Was Mr. Brooks involved in that?

Mr. Hooprer. No, sir; he had nothing to do with it.

Senator Baker. Was the Standard Union Life Insurance Co.
involved?

Mr. Hoorgr. Sir?

Senator Baker., Was the Standard Union Life Insurance involved
in the affairs? Or did they acquire any of the assets of the Columbus
Dairy Farm?

Mr. Hooprgr. Oh, no, sir. In fact, that was 10 vears before.

Senator BAkER. Are there other business relations hips or under-
takings of any major consequence {hm yvou have been involved in over
the course of this period, Mr. Hooper?

Mr. HooreEr. No, sir; none.

Senator BAker. I am sure we will have other questions about these
at other times. Let me conclude my segment of questions, Mr. Chair-
man, by asking one general one.

Have you yourself ever been in bankruptey?

Mr. Hoorer. No, sir.

Senator Baxer. Have you yourself ever been in receivership?

Mr. HoorEr. No, sir.

Senator BAKeR. Or any other sort of solvency proceeding?
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Mr. HoorEr. No, sir.

Senator BAker. Have you ever had any land or claim filed against
vou by any government for unpaid taxes or obligations?

Mr. Hoorer. No, sir.

Senator Baker. Have you ever been indicated or convicted in
conjunction with any of your activities?

Mr. Hoorer. No, sir.

Senator BAKER. You have, however, been involved in the convey-
ance and reconveyance of property involved in a first partnership
and then later incorporation in an insurance company that went into
bankruptey or receivership. This was the Brooks transaction and
the Hooper Dairy Farms and the Standard Union Life Insurance Co.

Y ou had property in those that went into bankruptcy?

Mr. Hoorer. No, it was Standard Union Life and was returned to
me and later on, several months later, it was taken over by the bank.

Senator BAger. Of course, at the time these transactions occurred,
including the abandonment of the trustees’ claim and the reconvey-
ance of the property to you, the property itself would have been in the
constructive jurisdiction or control of the court. It was reconveyed
to you with the concurrence of the court, is that correct?

Mr. Hoorer. That is correct.

Senator Baker. That is all T have, Mr. Chairman.

Senator Ranporpu. Thank you, Senator Baker.

I have no further questions at this time, Mr. Hooper, to ask of you.

There are Dr. Bruce McCrone of Michigan State University:
Gene Triggs of the Mississippi Chemical Corp.; Tol Thomas, Jr., of
Mississippi, appearing on behalf of the Delta Counecil; Louis Wise
the representative of the Electric Power Association for a four-

county area in Mississippi; and David Murphree, of f\IimiwiPpi State

University. Those five witnesses have come to testify in your behalf.

Senator Baker and I have determined that we will recess and we
will come back promptly at 5 minutes after 12. That will give us an
opportunity to run to approximately 12:30 or 12:35. Then that will
conclude the hearing for today.

Senator Stennis, do you have any comments?

Senator Stennis. [ thank you very much, Mr. Chairman. It was
good to come before you. I thoroughly enjoyed hearing Mr. Hooper’s
testimony. I thought it was splendid and well put. It was in-depth
consideration of these major policy matters. I thought it was responsive
and good.

Senator Raxporpa. Thank you, Senator.

We will be back at 5 after 12,

[Whereupon, at 11:49 a.m., the committee recessed, to reconvene
at 12:10 p.m. the same day.]

AFTER RECESS

[The committee reconvened at 12:10 p.m., Senator Randolph,
chairman of the committee, presiding.]

Senator Raxporen. The five gentlemen, your names haven’t been
called, but you form yourselves into a panel, please.

Mr. McCrone, identify yourself for the record and the position you
hold and make your statement in reference to the subject matter.
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STATEMENTS OF DR. BRUCE McCRONE, ASSISTANT DEAN, UNIVER-
SITY COLLEGE, MICHIGAN STATE UNIVERSITY, EAST LANSING,
MICH.; GENE TRIGGS, ASSISTANT TO THE PRESIDENT, MISSIS-
SIPPI CHEMICAL CORP., YAZOO CITY, MISS.; TOL THOMAS III,
GREENWOOD, MISS., ON BEHALF OF THE DELTA COUNCIL; LOUIS
WISE, GENERAL MANAGER, 4-COUNTY ELECTRIC POWER ASSO-
CIATION, COLUMBUS, MISS.; AND DAVID L. MURPHREE, PRO-
FESSOR, DEPARTMENT OF AEROPHYSICS AND AEROSPACE
ENGINEERING, MISSISSIPPI STATE UNIVERSITY, STARKEVILLE,
MISS.

Dr. McCroxe. I am Dr. Bruce McCrone, assistant to the dean of
the University College, Michigan State University. I am a personal
friend of the nominee.

Senator Raxvoren. Will you proceed, please?

Dr. McCroxg. I first made the acquaintance of James Hooper 11
in 1966 when I was teaching at Mississippi State College for Women
and working as vice chairman of the Lowndes County, Columbus,
Miss., Headstart program. Although I was working actively with the
Young Democrats and Mr. Hooper backed the other political party
we shared many mutual concerns about the problems facing the
community. Jim Hooper and I did not always agree on solutions to_
problems, but I always found him honest and willing to discuss prob-
lems with an open mind. He has a deep love for his native region and
a compassion for his fellow man.

When the later great Senator from Nebraska, George W. Norris
first envisioned the concept of Federal water power regulation in the
Tennessee Valley, he was also concerned about the development of
nitrate fertilizer for agricultural production.

He believed that the Valley could become a model for social experi-
mentation. Although many public officials of the day wanted to sell
the Muscle Shoals power and nitrate plants that had produced
explosives for the war effort, Norris wanted to put these resources
to work for peace.

On May 25, 1928, his originul bill passed the U.S. Congress, but
it was vetoed by President Calvin Coolidge. On March 3, 1931, his
bill again passed Congress only to be vetoed by President Herbert
Hoover.

A broadened concept of the original Norris idea bore fruit on
May 18, 1933, and the Tennessee Valley Authority was born. The
Tennessee Valley Authority was authorized to construct dams and
powerplants, sell electric power, sell nitrogen fertilizers and develop
the economic and social well-being of the area. The Authority serves
the power needs of seven States and a land area of 80,000 square
miles.

[ personally support the idea of one of the first directors, David
E. Lilienthal, that the Tennessee Valley Authority is more than a
regional program. It is an experimentation that has national as well
as international implications.

The research und scholarly work generated by the Authority has
tremendous implications for the ecological systems of the world.




If we are to develop and increase the world’s food and fiber supply,
fertilizer production, research, and education must be continued and
expanded.

Although we at the Morrill Aet, State Land-Grant Colleges and
Universities are working to increase agricultural production through
many sources, our contractural agreements with the Authority have
made many of the breakthroughs possible.

The Authority’s responsibility is not only to the region but to the
Nation. Much of the research on alternative sources of power, water
management, water pollution, water tables and agriculture at Mich-
igan State University is directly related to the work of the Tennessee
Valley Authority and the National Fertilizer Institute at Muscle
Shoals, Ala.

The Institute serves scholars throughout the United States and
many foreign national. Knowledge gained by university scholars is
directly transferred to all the farmers in the various States through
the cooperative extension service of the Land-Grant Colleges of
Agriculture and in seminars held for farmers each year on the various
campuses throughout the Nation. The Authority can and does act
as a clearinghouse for the feedback of research data from the colleges
and universities to scholars at other institutions and throughout the
world.

The Tennessee Valley Authority which has the Nation’s only large
scale laboratory and experimental center for the development of
fertilizer must use these facilities to actively participate in solving
the environmental problem of nitrogen pollution of our rivers and
streams.

This pollution of the environment is not only being caused by the
use of l]('l'lilizvr for agriculture, but also by homeowners who have
increased their use of fertilizer on lawns and gardens. If the world is
to implement the proposals put forth at the World Food Conference
in Rome, we must have increases in fertilizer production on a world-
wide secale,

With adequate stocks of fertilizer available we could increase
agricultural production by as much as one-third. However, these
increases in food and fiber production through the use of fertilizer
and new genetic lm'lmitlue-: must not come at the expense of our
rivers and streams.

Given the nature of the world food crisis with widespread hunger
and starvation, nations of the world will attempt to increase food and
fiber production regardless of the long-term consequences.

We must develop these new techniques now. Our best hope is to
develop fertilizers that can be released in time capsule form and not
be affected by heavy rains causing rapid runoff.

Another area where I share a deep commitment with the nominee
is on the problems caused by strip mining in the United States.
Although there are many who believe that strip mining should be
prevented by the Tennessee Valley Authority through the use of its
purchasing power in contracts with coal mine owners,

We, however, must recognize that this is national problem and can
only be resolved by the establishment of a sound national policy.
The Authority through its research facilities and knowledge gained
through years of work on reforestation must become a resource
facilitator and develop new knowledge that will aid in wiping out the
“shameful blight”’ already created by years of neglect.
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Current research on soils and soil erosion whether created by man
or nature offers hope for the restoration of the scarred land. Research
on forestation, land cover, and the development of fruit trees by the
Authority in recent months show hopeful signs for the future.

The creation of ponds, lakes, wildlife and recreation areas also
show promise as a way to recreate the lands that have been stripped.
Our research effort in this task must be given high priority by the
Authority. Hopefully, we will have an adequate national policy in
the future.

As plans are developed allowing mining of the needed coal, with
safeguards built-in for restoration, the research work of the Authority
in_this area will be needed in establishing plans and guidelines.

[t is unrealistic to expect the coal mine operators to be able to
develop the staff and knowledge necessary for restoration. The staff
of the Tennessee Valley Authority have the expertise along with the
land-grant colleges and universities to create a staff of consultants
who can work with the coal interests in developing individual plans
for each area affected.

Finally, T would like to address myself to the problem of renewing
the water tables of the various areas of the United States. We have
over the past 20 years been creating a erisis in many regions of the
Nation.

Florida, California, and parts of the Southwest are in serious
difficulty. We are taking out more water than is being replaced by
natural forces. In certain areas, we have overpopulated, overconcreted,
and destroyed natural areas that replenish the water tables in all
sections of the Nation.

I believe we have reached the point where we can no longer rely on
nature alone to replace water tables at adequate levels, In my own
areas of Michigan, many home wells have dried up because large
city and commereial wells have reduced the water tables drastically.

We must find manmade ways to build up the water tables through-
out the United States. Increased research is needed not only in how
to clean up our rivers, streams, and lakes but on how to improve the
state of our aquifers. Certainly, this Committee on Public Works
must take a leadership role and the Tennessee Valley Authority must
continue its leadership role in experimentation.

Mr. Hooper has been a personal friend for 10 years. I became
involved in this hearing by giving a speech at one of the three great
universities of Tennessee, and I found in the newspapers all kinds of
articles saying that he was some sort of ecological nut.

Other articles said that he was a dishonest man. I volunteered to
appear on his behalf because none of these charges were true. It
would be easy for me, as a professor of ecology and a professor of
political science, to, in effect, be an opponent to Mr. Hooper because
it is fashionable to oppose Government institutions.

Unfortunately, I know Mr. Hooper and I think he would make an
excellent addition to the directorship of TVA.

Senator BAKER. Mr. McCrone, we thank you very much. That will
be a very useful statement and very helpful to this record.

The next witness is Mr. Gene Triggs. Mr. Triges is assistant to the
president of the Mississippi Chemical Corp., Yazoo City, Miss.
Mr. Triggs, you may proceed with your statement in whatever way
you wish.
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STATEMENT OF GENE TRIGGS, EXECUTIVE ASSISTANT TO THE
PRESIDENT, MISSISSIPPI CHEMICAL CORP.

Mr. Trigas. Senator Baker, my name is Gene Triggs, from Missis-
sippi Chemical Corp. One of my responsibilities is to serve as director
of corporate planning and development. In this connection, I work
closely with '}‘\";\ and keep up with what they are doing.

I have a prepared statement. I would like to tell you briefly what it
says and then touch on some of the highlights.

Senator Baxer. Without objection, Mr. Triggs, entire statement
will be received and printed in the record. (See p. 62.)

You may proceed.

Mr. Triges. Thank you very much. I want to tell you about my
company so you will know how involved we are in’ fertilizer and
relate the importance of fertilizer to agriculture and agriculture to
world food needs, and also say just a little bit about what TVA is
doing in the area of fertilizer research as background for our support
of the nominee.

Mississippi Chemical Corp. was started some 27 vears ago and is
presently one of the largest, if not the largest—it is the largest in our
area—fertilizer manufacturer in the South.

Last year we produced in excess of 2% million tons of fertilizer.
We have some 22,000 farmer/owners who are located in eight Southern
States. Senator, we do a little business in Tennessee but not a lot.
It is mostly in Alabama, Arkansas, Louisiana, Texas, Missouri,
Georgia, and Florida.

In addition to that, we have a potash facility, a potash mine out in
New Mexico.

I don’t think there is any doubt about the importance of agriculture
and the importance of food production. We ought to be aware of the
fact that at least one-third of the total food production of this country
is attributable directly to the fertilizer that is used under the crops.

Fertilizer technology has made considerable progress in the past 25
years due primarily to the research being done by T'VA’s fertilizer
research and development programs. I can attest to the fact that
these programs have been and continue to be of substantial value to
Mississippi Chemical Corp. and to virtually every other fertilizer
producer in the United States.

We are currently operating under four separate TVA license agree-
ments at our Pascagoula fertilizer complex. As you are probably
aware, the TVA does grant these licenses on the patented processes at
a nominal fee, which is used to cover the cost of the patent applications.

The Mississippi Chemical Corp. recently added a mixed fertilizer
plant which allowed our customers to use scarce and increasingly
expensive fertilizer nutrients more efficiently.

I'VA does research that no one industry could do or is equipped to
do. On the other hand, by TVA working jointly with industry, a
strong unbeatable team approach produces the results that will
accrue to the benefit of everyone.

Senator Stennis mentioned earlier today about slow release of
nitrogen. I have in my remarks the use of sulfur and formaldehyde
coated urea as examples of the research being done by TVA. This will
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result in greater efficiency and savings in that considerable plant food
is lost for a loss to the farmer.

TVA has a patented process that they have developed that reduces
greatly the amount of oil and natural gas that is required in the
granulation of mixed fertilizer. Of course, this has resulted in lower cost
nitrogen, the elimination of side dressing, which of course reduces an
extra trip across the field.

TVA’s Fertilizer Development Center at Muscle Shoals is a focal
point for the exchange of information among producers throughout
the country. TVA has assisted several companies, including our own,
in the design of scrubbers for pollution control.

[ could go on and on and list the various research projects that
TVA is carrying on in connection with the fertilizer manufacturing
process,

Let me summarize by giving what I think are the broad objectives
of TVA, which we certainly endorse.

One. To decrease the consumption of energy in fertilizer processes,

Two. To conserve nonrenewable raw materials, which is extremely
important.

Three. To develop technology that does not require natural gas
and oil.

Four. To minimize pollution.

As the voice of agriculture becomes weaker, due to being fewer in
number, when legislators and other leaders must listen to an increas-
ingly urban constituency that often fails to realize the impact or the
importance of the American farmer to the consumer, to our country’s
balance of payments, and to hungry people around the world. it

becomes increasingly more important to have men in high places
with a broad vision and understanding of the total problem,

We believe that such a man is James F. Hooper 111. We strongly
urge favorable consideration of his appointment to the Tennessee
Valley Authority Board of Directors.

Senator BAxer. Thank you very much.

[Mr. Triggs’ prepared statement follows:]
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Senator BAkER. The next witness is Mr. Tol Thomas III. Would
you tell us for the record what the Delta Council is?

STATEMENT OF J. T. THOMAS III, REPRESENTING THE DELTA
COUNCIL

Mr. Tuomas. Yes, sir. I have it in my statement.

Senator Ranporpn. All right, sir.

Mr. Tromas. So I won't ad lib.

My name is J. T. Thomas III. I am a farmer from Holmes County,
Miss, T am a past president and a director of Delta Council and am
now serving as chairman of the agricultural committee. Delta Council
is an area economic development organization representing the 18
delta and part-delta counties of Mississippi.

This area, comprising approximately 5,500,000 acres of alluvial
land, is one of the most productive agricultural areas of the world.
Income from agriculture represents the principal source of livelihood
for the almost one-half million people who live and do business in this
section of Mississippi.

My purpose in appearing here today is to strongly endorse and urge
the approval of the nomination of James F. Hooper I1I to the position
of Director of the Tennessee Valley Authority.

I have personally known Mr. Hooper for many years and I believe
him to be eminently qualified to serve as a Director of the Tennessee
Valley Authority. Not only does he have training in the field of in-
dustrial engineering, he is also qualified by experience in agriculture
and water resources development. Both of these fields are of vital
importance to the entire area served by the Tennessee Valley Authority

Income from agriculture is of overriding importance to Mississippi,
as it is to other States located in the TVA service area. At one time,
TVA was deeply involved in agriculture and its work in this field led
to the use of anhydrous ammonia as a source of nitrogen for agricul-
ture. This single development contributed tremendously to the welfare
of farmers and consumers throughout the entire Nation.

Without neglecting other important activities of TVA, we feel
sure that Mr. Hooper’s knowledge of and interest in agriculture would
contribute to a renewal of involvement in agriculture by TVA with
emphasis on the reduction of nitrogen costs to farmers.

I would like to point out here that the cost of input items that are
absolutely necessary for crop production have been escalating at a
very rapid rate and that t[hr'-;r' higher production costs not only
contribute to higher producer risks, but must either be passed on to
the consumer or absorbed by the producer.

When passed on to the consumer, these higher costs are immediately
reflected in the Cost of Living Index. When absorbed by the producer,
these same costs must be subtracted from farm income.

Since farm profit margins are already very thin, any increases
in production costs that cannot be passed on will jeopardize the
ability of the farmer to produce the food, feed, and fiber that is
essential to consumers,

My point here is that the renewed involvement of the Tennessee
Valley Authority in the field of agriculture with emphasis on reducing
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the cost of fertilizer is of great importance to the entire Nation.
When you consider the fact that we will add nearly 100 million people
to our population by the year 2000, the productive capacity of agri-
culture becomes of added importance to the Nation’s welfare.

In conclusion, I wish to pomnt out that Mr. Hooper’s nomination
has been strongly endorsed by the Governor of Mississippi, by the
Lieutenant Governor, by all members of the Mississippi Legislature
who unanimously passed a joint resolution supporting his nomination
and by members of the Mississippi congressional delegation to the
Congress of the United States. To these endorsements, we can add
the strong support of the farmers of our area.

One other statement, Senator. Anhydrous ammonia has increased
in the last 34 years and ammoniate nitrite has increased 181 percent.
Therefore, as a farmer, we are concerned about this and we hope that
TVA, with the direction and help of James Hooper, would simplify
and aid us in this problem.

Thank you very much for giving me this opportunity to speak.

Senator Ranpovpa. Mr. Thomas, thank you very much for your
statement.

The next witness is Mr. Lewis Wise.

STATEMENT OF LOUIS WISE, GENERAL MANAGER, 4-COUNTY
ELECTRIC POWER ASSOCIATION

Mr. Wise. I want to thank you for allowing me to appear before
you in endorsing Mr. Hooper, Mr. Chairman and Mr. Baker. If
you would allow me to do so, T would like to file my statement for
the record and then make a few extra remarks.

Senator Raxporrh. That is agreeable, sir,

Mr. Wise. Gentlemen, I am Louis Wise, general manager of
4-County Electric Power Association, which is a misnomer, since
we serve 26,500 members in 7 counties. I am also on the board of
directors of the Tennessee Valley Public Power Association.

I am scheduled to take the vice presidency of TVPPA next month
and the presidency next year. Through that organization, practically
all distributors in ‘the valley deal with the TVA Board.

I have been in this business since 1939 and, consequently, I have
known personally every TVA director who has ever been confirmed
by this committee, from Lilienthal and Drs. Morgan on through to
the present ones.

I understand that Mr. Hooper, if confirmed, is scheduled to take
Don McBride’s place. He is the last one who retired.

Since I have dealt with these men, I know that Mr. Hooper can
come up to the standards of any of them. He is capable. He is well
qualified, he is honest and he is a hard worker. I have known Jim
since the early forties in a personal and business way. I know nothing
in my entire knowledge of Mr. Hooper which would detract from
his being a good director for TVA.

One of the particular things that hurts TVA is their lack of respon-
siveness, at least that is what they are accused of—I think that is
true—both to the Congress and to the constituency of the valley.

Jim'’s apl;oint,ment to this board would certainly help alleviate that
situation, because he certainly would make a responsive director.
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Living in the valley, taking power from one of the distributors of
TVA power and using it through his life-time practically, I am sure he
would recognize the needs of the valley and certainly could be ap-
proached and be completely responsive,

Gentlemen, I have worked with Jim in water resources. as sof out
in my statement, in his dealings with the Mississippi Legislature, and
his dealings with industry throughout my entire career with the 4-
County Electric Power Association with TVA.,

I find he is very eapable in dealing with all of these groups. He has
the unanimous endorsement of the North Mississippi Industrial De-
velopment Association. He has the unanimous endorsement of the
Northeast Mississippi Public Power Association, which is comprised
of all of the power distributors in Mississippi served by TVA and
has been stated. all of the State and congressional officials.

The only thing I can add to what I have said is that I am confident
that Mr. Hooper will make a great director for TVA. I urge the com-
mittee to ratify his nomination.

Senator Ranvorpn. Thank you very much, Mr. Wise,

Mr. Wise. Thank you.

[Mr. Wise’s prepared statement follows:]
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2.~ Louis Wise

Mr.Hooper was a member of this organization's Board of Directors for many years and
served as its President and Vice President during the early and difficult years. At
the present time | am privileged to serve as Vice President of this Organization and
consequently, I am in a position to know directly of the great contribution that Mr.
Hooper made.

I would also like to introduce in this statement an excerpt from a letter that |
wrote to the then Governor J. P. Coleman of Mississippi in answer to a request from
Mr. Coleman for suggestions of nominees to the Tombighee Valley Authority, which he
was organizing. It was my pleasure to suggest James F. Hooper and | quote:

Jim worked actively against us in the first primary but
voted with us during the second primary and, frankly, did nothing

during the first primary that hurt. 1 believe that he will be
with us from now on.

Jim has been Chairman of the Flood Control Committee of the
Chamber of Commerce for several years and has actively worked with
General Pick and others in trying to develop the river over the
past six years. He is thoroughly familiar with what has gone on
befare in this work and shows a very keen interest in the develop-
ment of the watershed. 1 believe that he and Birney could work
out as an excellent team from this county and could and would
act as a spear-head in this work. Incidentally, both Birney and
Jim own thefr own businesses and will have plenty of time and I
believe enough money of their own to do what they think necessary
to promote the work of the Tombigbee Valley Authority. That fact
counts quite a lot in my choice.

I also had the privilege of working with him on the Tombigbee Valley Authority and also
with him when the Tombigbee River Valley Water Management District was organized and
members of the Tombigbee Valley Authority were automatically made members of that

group. Mr. Hooper was very active in working with the legislature and with our

group in the passage of the necessary legislation creating the Tombigee River Valley

Water Management District. Mr. Hooper and his family are long time members of St
Paul Episcopal Church in Columbus and they all have enjoyed a fine reputation

in the community. He has served in many capacities in civic 1ife in Columbus and
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Senator Ranpovrn. Dr. Murphree.

STATEMENT OF DR. DAVID L. MURPHREE, PROFESSOR, DEPART-
MENT OF AEROPHYSICS AND AEROSPACE ENGINEERING, MIS-
SISSIPPI STATE UNIVERSITY

Dr. Mugparee. Mr. Chairman, I am testifying today not as a
representative of any organization, but as a registered professional
engineer actively engaged in research and development of magne-
tohydrodynamics (MHD), a new technology for the utilization of
coal for electrical power generation.

Coal is our Nation’s most abundant fossil fuel. MHD electrical
power generation can provide a reliable and efficient coal-burning
pow vl;)l.ull having on2 of the lowest possible impacts on the environ-
ment.

Such systems, which ecan burn high sulfur content coal, show
promise of overall plant efficiencies in converting the coal’s energy
mto electricity in excess of 60 percent, which would be 50 percent
better than the most advanced steam turbine plants burning low-
sulfur content coal, Also, air pollution is virtually eliminated with the
MHD system. A division of MHD was recently created within the
Energy Research and Development Administration (ERDA).

Mr. James Hooper has demonstrated an abundant enthusiasm for
the development of MHD. We have had numerous discussions on
MHD electrical power generation. Mr. Hooper recently visited Dr.
John B. Dicks, Director of the Energy Conversion Division of the
University of Tennessee Space hhlllull- to see firsthand a project
sponsored by ERDA on the direct conversion of coal into electricity
by the MHD process.

Although this is in the heart of the TVA region, and is also the only
location in the world where MHD electrical power has been generated
by burning coal, no present member of the TVA Board has v isited the
University of Tennessee Space Institute to observe the MHD techno-
logical process of electrical power production. Mr. Hooper is indeed
eager to be aware of the current state of the art in MHD energy
technology.

Mr. Hooper has also demonstrated an extreme interest in other
advanced electrical power generation l{-:lmnlug:i.l- It 1s indeed
encouraging to see, from both an engineering viewpoint and from
the viewpoint of the public welfare n't'ul{lm;: future electrical power
requirements and protection of the environment, that the President’s
nominee to the TVA Board of Directors is so vitally interested in
merging technology into the electrical utility operation of TVA.

Both Dr. Dicks and I have tn]mr-(l our many discussions with
Mr. Hooper related to the technical development and commercializa-
tion of MHD. It has been both plm-i11{1 and gratifying to us, as
professional engineers, that Mr. Hooper has the ability to converse
about and appreciate the complexities of such an advanced electrical
power generation technology.

[t has been my observation that Mr. Hooper has an open mind
regarding various methods of electrical power generation and an appre-
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ciation of both the present and the future overall energy situation. I
support wholeheartedly the nomination of Mr. Hooper to the Board
of Directors of the Tennessee Valley Authority.

Senator Ranporpu. Thank you, Mr. Murphree.

Mr. Murphree, thanks for counseling with us and also Messrs.
MecCrone, Wise, Thomas, and Triggs. Your statements in full will be
included as part of the printed record.

Are there any further comments any of you would have?

Thank you very much, gentlemen.

Senator Baker, you have a comment to make in reference to our
procedure and to part of the record which has been presented to the
committee today.

Senator BAker. Mr. Chairman, thank you very much.

[ indicated this morning, when we were examining Mr. Hooper on
his business dealings, financial transactions over the years that I would
treat with them generally and would want to return to those things
later.

It seems to me, Mr. Chairman, and I frankly discussed this with
Mr. Hooper and with his counsel, that everyone would be better
served—the committee, the Senate, Mr. Hooper, and everybody else
if we simply printed the staff report now as a committee document
for release, together with the formal reply that Mr. Hooper has al-
ready prepared to certain parts of it and which has been submitted to
us, rather than going through a long laborious afternoon by handling
it by question and answer. It is a very, very definitive work.

I believe, Mr. Hooper, you and your attorneys have been over it
with the committee staff. It can be printed and available to the pub-
lic by the first of the week, I am told. Rather than going over the thing
in detail here, I would hope, Mr. Chairman, that if Mr. Hooper and
his counsel would not object, we would simply order the staff report on
Mr. Hooper's business transactions printed as an apppendix to these
hearings together with his reply to it.

Senator RanporpH. You have heard the statement of Senator
Baker in reference to this matter. Do you, Mr. Hooper, or your
attorney wish to make a comment?

Mr. GuorsoN. We have no objection to that procedure, Mr.
Chairman.

Senator BAkegr. Mr. Chairman, I would hope that you, as chair-
man, would order the committee report which we have in draft to be
printed, together with Mr. Hooper’s reply as a committee document
and also to be made a part of this hearing record.

Senator Ranporps. Senator Baker, that will be done and we will
proceed as you outline, making it available as quickly as possible. I
am not sure how long it would take to do that, but we will move it
at once. (See appendix, p. 245.)

We will therefore recess until tomor-ow morning when we will
return at 9:30, and continue the hearing.

[Whereupon, at 12:38 p.m., the committee recessed, to reconvene
at 9:30 a.m., Wednesday, February 18, 1976.]







COMMUNICATIONS SUPPORTING THE NOMINATION OF MR. HOOPER

UNITED STATES SENATE,
COMMITTEE ON ARMED SERVICES,
Washington, D.C., September 8, 1975.
Hon. JExNiNGs RANDOLPH,
Chairman, Committee on Public Works,
United States Senate,
Washington, D.C.

DEAR Mg. Caairman: I have received several letters supporting the nomination
of Mr. James F. Hooper as the Director of the Tennessee Valley Authority.

Sinee it is not clear that copies of these letters were sent to your Committee,
I am enclosing copies thereof so that they may be a part of the official files on
this nomination.

With warm personal regards, I am

Sineerely,
Jonux C. STENNIS.
[Enclosures: (4) a/s.]

OweN CoOPER,
Yazoo Cily, Miss., September 4, 1975.

SexaTor Joun C. STENNIS,
Senate Office Building,
Washington, D.C.

Dear Sexator: Thank you for the position taken in regard to the nomination

of Jim Hooper to the TVA Board.

Jim will bring to the Board agricultural representation it sorely needed. TVA
can contribute much more to agriculture in the future, but it can be done only
with at least one person on the Board who is dedicated to this accomplishment.

Keep up the good fight.

Sincerely,
OweN CoOPER.

Devra Councir,

Stoneville, Miss., August 25, 1975.
Senator Joun C. STENNIS,

Senate O ffice Building,
Washington, D.C.

Dear SENATOR STENNis: We understand that hearings before the Senate
Public Works Committee will be held on Mr. James F. Hooper's nomination to
the Tennessee Valley Authority Board sometime in September and we wanted
to express our strong interest in Senate approval of Mr., Hooper’s nomination.

I know Mr. Hooper personally and believe him to be eminently qualified for
this position. Not only does he hold a degree in industrial engineering from
Auburn University, he is also experienced in agriculture and we believe that it is
very important for at least one of the TVA Board members to be agriculturally
oriented.

As you know, the charter of the TVA places a great deal of emphasis on the
agricultural nature of TVA activities and specifically in the field of fertilizers.
At one time, the TVA was very active in this field and its work led to the use of
anhydrous ammonia as a source of nitrogen for agriculture. In recent years,
however, activities have been directed in other areas, primarily in electric power
generation, While we do not suggest that this field is not of great importance,
we believe that agriculture is also of major importance and that Mr. Hooper would
make a great contribution in this field as well as in other areas of TVA activity.

(77)
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I know that you have already contacted the President in support of
Mr. Hooper's nomination. [ wanted you to know, however, that agricultural
interests in Mississippi are very much in accord with the actions that you have
taken and we certainly hope that the Senate Public Works Committee will give
prompt approval tc his nomination.

With best personal regards,

Yours very truly,
B. F. Smitu, Ezeculive Vice President.

Ponrtoroc Ernecrric Power ASSOCIATION,
Pontotoc, Miss., July 14, 1975.
Hon. Jonn C. STENNIS,
U. 8. Senale,
Dirksen Senate O ffice Building,
Washington, D.C.

Dear SENaTOR STENNIS: We are forwarding herewith for your information,
copy of a resolution adopted by the Board of Directors of Pontotoe Electric
Power Association on July 9th, 1975.

Your interest in this matter is greatly appreciated.

Yours very truly,
J. C. 8xEEp, Jr., Manager,
Ponlotoc Electric Power Association.

Whereas, the President of the United States has recommended the appointment
of James F. Hooper as o director of the Tennessee Valley Authority and confirma-
tion of this appointment is pending before the United States Senate; and

Whereas, James F. Hooper has lived in Alabama and Mississippi a good part of
his life, thus being familiar with the problems and prospeets of the region served
by the Tennessee Valley Authority; and

Whereas, Mr. Hooper has been active in Water Resources Development and
has worked hard to bring about progress together with sound ecological planning:
and

Whereas, Mr. Hooper possesses an outstanding record in military and civilian
pursuits;

Now, therefore, be it resolved, That the Board of Directors of this Corportion
strongly recommends the confirmation of James F. Hooper as a Director of the
Tennessee Valley Authority.

Unanimously adopted this the 9th day of July, 1975.

I certify that the above is a true and correct copy of a resolution adopted by
the Board of Directors of Pontotoe Electric Power Association on the 9th day
of July, 1975.

C. P, Jouxsrox, Secretary.

Mike P. STUrDIVANT PLANTATION,
Glendora, Miss., September 1, 1975.

Senator Joun C. StENNIS,

Washington, D.C,

Dear SexaTor Stennis: I have studied the background of Mr. James F. Hooper
IIT and have had the pleasure of meeting him personally. 1 would like to add my
personal endorsement to that of many farmers in this area who would seek agri-
cultural representation on the TVA Board.

I would appreciate anything vou can do to help Mr. Hooper secure this appoint-
ment.

With kindest regards,
Mike P. STurpIvANT.

Tar Carrror,
Jackson, Miss., February 13, 1976.
Hon. JENNINGS RaNpOLPH,
Chairman, Commitiee on Public Works,
U. 8. Senate, Washingion, D.C.
DEanr SexaTor Ranvoven: It is with pleasure that I recommend favorable

consideration by the Committee for confirmation of Mr. Jim Hooper as a member
of the Tennessee Valley Authority,
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Mr. Hooper of Columbus, Missi ea and is privy to
the problems and possibi f TVA. Since TVA is proce g with plans for
construeting a nuclear powered electrie generating plant in our State, it is felt that
confirmation of Mr. Hooper is highly desirable.

In conducting a unified program of resource conservation, development and use,
the Board of Directors of the Authority should not all be residents of the same
State. Mr. Hooper is qualified to serve in a manner that will bring credit to the
Authority.

Sincerely,
Crirr Fincn, Governor.

J. AsutoNn GREENE & AssociaTEs ENTErRPRISES INC.,
Pass ( stian, Miss., February 13, 1976.

Hon. JExNiNgs RANDOLPH,

Hon. Howarp BakEer,

Hon. Memuers, SENATE PusrLic Works CoMMITTEE,
[/.8. Senate,

Washington, D.C.

GentLemeN: We support the nomination of the Hon. James Hooper of Co-
lumbus Miss. to be a member of the TVA, and earnestly request that you approve
this nomination both in Committee and on the Floor.

Senators Stennis and Eastland, I have been informed, are both in favor of
this nomination.

With very best wishes and high regards.

Respeetfully,
J. AsHioN GREEN.







NOMINATION OF JAMES F. HOOPER III

WEDNESDAY, FEBRUARY 18, 1976

U.S. SENATE,
CommiTTEE oN PusrLic Works,
Washington, D.C.

The committee met at 9:40 a.m., pursuant to recess, in room 4200,
Dirksen Senate Office Building, Hon. Jennings Randolph (chairman
of the committee) presiding.

Present: Senators Randolph, Gravel, Bentsen, Burdick, Baker,
Stafford, and Domeniei.

Senator Raxporpr. The hearing of the Public Works Committee,
which began yesterday on the nomination of James F. Hooper III,
of Mississippi, to be a member of the Board of Directors of the Tennes-
see Valley Authority, continues in its second day.

We are very Impp\ to have with us the Honorable Bill Brock, a
U.S. Senator from Tennessee, as the first witness this morning.
Thank you, Bill, for coming.

STATEMENT OF HON. WILLIAM E. BROCK III, U.S. SENATOR FROM
THE STATE OF TENNESSEE

Senator Brock. Thank you, Mr. Chairman. I appreciate the
opportunity to appear today. I will try to be brief and succinet but
cover matters as carefully as I can because it is an important matter.
If I have one purpose, it is to convinece—I know the chairman knows
the area as well as his ranking member does—every member of this
committee to understand the awesome significance of TVA to our
ares, just how terribly important it is, and how the decisions of the
TVA affect the lives of the people of the valley.

Senator Ranporpn. Bill, your colleague and my colleagues were
mon talking about coal w~zordm in reference to the Tennessee

Valley "Llllhﬂlil_\ and some other forms of energy.

Senator Brock. | understand that.

Senator BAxer. We ngreed that we were both right.

Senator RaxporpH. Yes.

Senator Brock. Whatever you said, I am with you. I did hear
about that conversation and | appreciate it very much because that
is the kind of dilemma we face. It is a very difficult problem.

Senator BAker. Incidentally, in that respect, if I can interrupt
my colleague from Tennessee, “there is an editorial in one of the daily
newspapers in Washington on this energy subject that sort of relates
the fact that you and T both were mahlnw yesterday, Mr. Chairman,
that there are no good choices in this field, that we are going to have
to avail ourselves of every opportunity we have if we have any
expectation of meeting this problem.

(81)
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Senator Raxporen. Thank you, Howard. That certainly is correct.

Senator Brock. On August 20, 1975, 1 wrote President Ford
requesting that Mr. Hooper’s nomination to the Board of Directors of
the Tennessee Valley Authority be withdrawn. My request was based
on one fact—I had seen nothing to indicate that Mr. Hooper had the
necessary experience or professional qualifications to help set policy
for the largest utility in the Nation. Today, I am here to request that
this committee reject Mr. Hooper’s nomination for the same reason.

The Tennessee Valley Authority has a tremendous impact on all
Tennesseans. Unfortunately, its recent impact on the consumers of
electric power has been disastrous. TVA has been killing the consumer
through rapid and inexplicable increases in the price of electricity.

Let me share with you an example that was brought to my attention,
A 68-year-old woman from middle Tennessee is living on her social
security puyments alone. Like thousands of other elderly, she has a
total monthly income of around $300. Her electric bills were averaging
$68 a month, almost 25 percent of her total income. This alone is cause
for alarm.

Last month her electric bill jumped from $68 to $160. This is over
50 percent of her total income for electricity expenses! This is more than
an unfortunate situation—this is a disaster. It is a disaster that has
been visited on every home, on every farm, and in every business
across the Tennessee Valley.

It is a disaster that has been inflicted by one organization; 97 percent
of all electricity consumed in Tennessee is produced by the Tennessee
Valley Authority. Thus, the decisions made in the TVA board room
in Knoxville reverberate across my State and the surrounding States.,

The people of Tennessee and the Tennessee Valley cannot continue
to carry this heavy burden. For 30 years TVA has tried to convince
our citizens to go all electric. To a large extent they have succeeded,
as they succeeded in providing our valley with unique service at a
realistic cost—until now.

Now, an all-electric home carries a different promise to people of
low incomes. Already, power rates are consuming more of their dis-
posable income than at any time since the early fifties. This must be
changed.

The disastrous increase in electricity rates has had other conse-
quences. Public trust in TVA is at an alltime low. Once considered a
a friend of the valley, public opinion polls indicate that TVA is no
longer considered an agency working for the people. This tragic loss
of confidence has permeated our entire society, and parallels the cyni-
cism we have seen attack other Government agencies.

Although, I might add, parenthetically, in most of those cases, as
the case in Tennessee, the decline is not wanted because most agencies
and this particular agency, labor diligently to serve as best they can.

Thus, the next Board member will help guide the Tennessee Valley
Authority through what all of us realize will be a difficult time for
energy related concerns—particularly for this one which has suffered
such a devastating erosion of confidence.

In the next few years, TVA will make crucial decisions on a whole
host of energy, environmental, and consumer matters. What should
the future role of nuclear power be in meeting the energy needs of
the Tennessee Valley? How whould the desire for cheap energy be
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balanced with the equally strong desire for a safe and healthy en-
vironment? What can TVA do to arrest the rapid increases in electric
power rates that have occurred in the last several years?

In addition to these many decisions, the Tennessee Valley Author-
ity must make decisions concerning many other aspeets of its manage-
ment role of the resources of my State. TVA provides flood control,
waste management, energy research and development, car pooling
projects, fertilizer research, mineral programs, rural fire assistance,
ll('tl{l-]l service demonstration projects, forestry research, fisheries and
waterfowl wetlands maintenance and development programs, strip
mining reclamation projects, and recreational facility operations.

As this list implies, TVA is big business. And the TVA is big. It
has total assets of $6.6 billion which would rank it among the top 15
companies on the Fortune 500 list. In 1975 this quasi-government
corporation had operating revenues of $1.2 billion. These revenues
came from 2.5 million customers, making TVA the Nation’s largest
power producer. It is staggering to consider the impact this organi-
zation has on the day-to-day lives of every Tennessean.

In addition to the size and complexity of TVA management alone,
the new director faces a unique situation. As the committee knows,
the current two Board members are divided on many fundamental
policy issues. Thus, the nomination takes on added significance, for
whoever assumes the third directorship will immediately be in the
position to cast the deciding vote on many crucial issues. The new
director will represent the swing vote, thus the many burdens out-
lined above will fall squarely on his shoulders.

Since Mr. Hooper’s name was sent to the Senate, I have examined
his record very carefully. I have been unable to find anything in Mr.
Hooper’s record to convince me that he is the right man for this
difficult job. As I said earlier, I appear here today in opposition to
his nomination. I shall do everything in my power to see that his
nomination is rejected,

This is not a pleasant task, and I find myself in a very uncomfortable
role. But, TVA has reached the crucial stage in its development as
an organization and its service to our people. Ever-increasing power
rates have undermined its strong support among citizens of the valley,
its environmental policies are late in maturing, and its responsiveness
to consumers is unsatisfactory,

Yesterday the committee heard Mr. Hooper defer on a number of
questions posed by Chairman Randolph and Senator Baker. This is
no time for on-the-job training. We must have a director capable of
assuming the job and acting carefully and decisively at once. James
Hooper is not the person.

And, Mr. Chairman, as much as I dislike it, I must also call the com-
mittee’s attention to the serious charges about the nominee’s judgment
in a series of private business ventures. Questions have been raised that
cannot be ignored. I see no evidence that Mr. Hooper is guilty of illegal
conduct. But, the facts assembled do raise serious questions on judg-
ment, and on these grounds alone I believe it is sufficient to ask the
President for a new nominee,

In sum and substance, after reviewing extensively the nominee’s
business record, I can find no record of success in any instance. Some
of the witnesses to follow me will, I gather, elaborate in some detail on
the various enterprises of Mr. Hooper.
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Yesterday, the committee also briefly considered Mr. Hooper’s
business background for the record. Let us again review some of these
dealings. The Hooper Dairy Farm partnership of Columbus, Miss.,
which Hooper operated from 1965-69 with Everette Hope Brooks of
Memphis never made a profit.

Standard Union Life Insurance Co., of Greenville, Ala., was a small
struggling firm which Hooper served as vice president and director.
The firm was suspended from doing business in some States while
Hooper was an officer, notable Tennessee and Georgia.

Questions have been raised as to whether or not the Hooper Dairy
Farm was, in fact, an asset of Standard Union Life Insurance Co., The
bankruptey referee ultimately did accept the return of the property to
Mr. Hooper.

But, I respectfully suggest the committee consider that the real
reason for the return of the property was that Mr. Brooks’ half interest
had never been defined. Even more damaging, the property was so
burdened by additional mortgages as to have no real value, regardless
of the definition of ownership.

Little River Farms, an Atlanta dairy processing Qlunt with several
Georgia retail outlets, was another Hooper venture. Mr, Hooper was a
director and stockholder of this financially strapped company which
later went broke. Serious questions have been raised in the staff report
about the transfer of funds between this company and other firms with
which Mr. Hooper was involved.

Other records placed before me show that a canning company
operated by Mr. Ilooper went broke twice. Also, a low-cost housing

i}rojec,t backed by the Farmers Home Administration and under Mr.

Tooper’s guidance, got into financial trouble.

Let me just repeat the statement I made earlier. In sum and sub-
stance, after reviewing the nominee’s business record, I can find no
record of success. And yet this is a terribly large business that he will
be managing.

I do not wish to dwell on such topics, Mr. Chairman. But because
Mr. Hooper lacks any positive prior experience in the field of public
utilities, management, environmental concerns, engineering, conserva-
tion, or sophisticated conservation pricing techniques, the matter of
his judgment becomes paramount. These questions which have been
raised cannot be ignored.

In summary, the Tennessee Valley Authority now faces the most
difficult period in its history. Its traditional mandate to provide
electric power at the lowest possible cost is seriously questioned in
this time of environmental and conservation concerns.

Recent rate increases have undermined TVA’s traditional support
among consumer groups and done irreparable damage to people
all across the valley. Nowhere is the trade off between our energy and
environmental goals more sharply drawn than in the generation of
electric power.

TVA’s decisions in this area, because of its special position in the
electric utility industry, have an impact that extends far beyond the
boundaries of my State.

The next member of the Board must be someone who possesses
a unique combination of experience, competence, and broad perspec-
tive in judgment. Therefore, I urge this committee in the strongest
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vossible terms to reject Mr. Hooper’s nomination. The people of
P'ennessee and the people of the Tennessee Valley deserve more than
a good man. They demand the best and most qualified man or woman
available. I will be grateful for your efforts to see that this person is
found and placed on the TVA Board of Directors.

I thank you so much for giving me the opportunity to testify today.

Senator Raxporpu. Thank you very much, Senator Brock.

When did you interest yourself in this subject matter, Senator?

Senator Brock. Mr. Chairman, in this particular nomination I
interested myself in the fall of 1974, some 6 or 8 months before the
retirement of the then-director, Mr. McBride. On that particular
occasion, I contacted the Presidential Personnel Office and told them
that the vacancy would oceur in May of 1975. I urged their early
and very precise attention to the matter because of its importance
to Tennessee, and that they begin then a search for the most qualified
possible person.

Senator Raxporpn. Did the White House assure you that that
would be the procedure it would follow?

Senator Brock. It did, but it was not followed.

Senator Raxvore. You have continued your concern, your
interest, and your attention in the nomination of a person to serve
on the Board until your appearance today, is that correct?

Senator Brock. For about a year and a half now, sir: yes, sir.

Senator Raxporen. Did you, Senator, recommend one or more
persons for such position?

Senator Brock. I sent a number of résumés to the White House
for their consideration. I felt it might be somewhat presumptuous
for me to try to single out one, because I thought a number were
qualified. I felt that T would like the President to bring in some outside
verspective and to use his best judgment. I did try to see that the
I[’l'(‘.‘-lll(‘lﬂ had before him every person who had expressed an interest
and who had the qualifications I thought were essential to this job.
I recommended no one person.

Senator Raxpovrpn. 1 hope this is a proper question. I think it is,
Senator.

Do you have knowledge of other Senators in the Tennessee Valley
Authority region who recommended or suggested or discussed with
the administration possible names to fill this position?

Senator Brock. I have knowledge, personal knowledge, of several
Senators who have done this; yes, sir.

Senator Raxpovea. Thank you.

Senator Baker.

Senator BAker. Mr. Chairman, thank you very much.

Senator Brock, would you agree with me that the TVA is truly an
important national asset and not a regional or State of Tennessee
asset?

Senator Brock. I couldn’t agree more.

Senator BAKER. And that in many ways its future ought to be
well before it and not behind it, and that the importance attaching
to this nomination is more than ordinary?

Senator Brock. That is my whole point, Senator. I appreciate your
saying it more elearly than I did.
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Senator BAker. I didn’t say it more clearly. I just said it differently.
But it really is a matter of extraordinary importance to us in the
Tennessee area. I think, as well, it is of extraordinary importance to
the country.

Senator Brock. I agree with you.

Senator Baker. That is the sense I got from your statement of
today. 1 respect you for it. I have not expressed an opinion on this
nominee. I have both publicly and privately withheld any recommen-
dation in that respect, in part because of my concern for my position
as ranking minority member of this committee which has to make the
initial recommendation, and in part because I wanted to hear how
these matters develop.

There will be a whole range of issues before the Board of TVA, of
course, in the years ahead. You have identified many of them. One
of them, of course, has to do with rates, with the cost of electricity
and fuel systems, conservation practices, and the like.

I am not going to burden this record with further interchange with
you on how well or not well this nominee might serve in that respect.

Lt me ask you this one general question. Does the fact that Mr.
Hooper is from Mississippi, and is not from Tennessee or was not
recommended by yvou to the President of the United States, have
anything to do with your evaluation of his existence in this respect?

Senator Brock. None whatsoever. As a matter of fact, several of
the persons whose names I did suggest for White House consideration
and whose qualifications were adequate were from outside my State.

As a matter of fact, most of the people I supported for the Preisdent,
were not from the State of Tennessee. I did feel we had two or three
qualified from Tennessee and I thought very strongly that the location
should have nothing whatsoever to do with the nominee, that his
ability, his integrity, his qualifications, professional competence, his
background and experience, his dedication to the consumer and con-
servation are the things that should determine the nominee.

Senator BAxer. I haven't said this in public before but I have said
it privately, but I think it might serve this record well:

At this particular time we have many Tennesseans and there are
many people no doubt in the seven State TVA area who could serve
with distinetion on the Board, but I personally feel that the agency
and the area might be well served by drawing its expertise from outside
the TVA service area.

That does not prejudge the qualifications of this nominee, but rather
is meant to be a statement of agreement with the point you just made.

Senator Brock. Thank vou.

Senator BaAkgr. Mr. Chairman, I have no further questions.

Senator RaxporLpu. Senator Bentsen.

Senator BExtseN. Mr. Chairman, at the request of the distinguished
junior Senator from Tennessee, I have called another hearing which
starts at the present moment and I have to go to chair that. I welcome
him over there when he leaves here. I am very interested in this
nomination.

Senator Raxporen. It gives me opportunity for 30 seconds to say
that the modus operandi of the Senate leaves much to be desired.

Senator Brock. 1 couldn’t agree more.
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Senator Raxporru. Some day we will realize, and I keep playing
the same old record, that we should have legislative days and com-
mittee days and they won’t be intertwined.

Senator BAker. And we will have office hours too.

Senator Brock. I agree and link arms with you on that issue. We
shall prevail one of these days.

Senator BAkER. Serious, Mr. Chairman, I think you are not only
right, but you are probably the first one to make a major issue out of
it. Unless we do that, sooner or later the legislative process is going to
bog down and stop because it is impossible to keep a schedule that.
each of us get every day with three committees to attend and th
Senate.

Senator RanporpH. Forgive me for interjecting this.

Senator Domenici?

Senator Domentci. Thank you, Mr. Chairman.

Before I ask a few questions of Senator Brock, might I ask Senator
Baker in your last remark with reference to the national significance
of TVA and your comment that perhaps it would be in order to take
someone out of the area, do you mean outside of the seven-State area
that it serves? Is that what I understand?

Senator Baker. I don’t presume to speak for anybody except
Tonnmw(' and I say that with great peril to my political future. I
am say m!, the President ought to feel free to consider pmnplv not only
outside Tennessee but outside the seven-State area because TVA is in
fact a national asset.

I want to hedge it quickly by saying there are lots of folks who
could do a good job from Tennessee, but maybe we ought to look a
little broader.

Senator Brock, We say that with some assurance, Senator, because
we have never had anybody come to Tennessee who didn’t become a
better Tennessean. They just fall in love with the State, it is so
beautiful.

Senator Domexicr. Let me make one other comment, this one
addressed to you, Senator Baker. As a member of the committee, I
appreciate the way you have handled this nominee and your position
to this point because, although you will obviously be called upon to
vote here soon, we serve with you and since you are from Tennessee,
which is one of the States affected, I have to vote and I am pleased
that you are coming to the hearings without having taken a strong
position and with what I consider to be a very excellent approach to
the problem of letting us do some judgment judging on our own with-
out having our ranking member already having made up his mind
personally.

I don’t know how I am going to vote, but I consider the responsi-
bility a very great and difficult one. I am both on my own judgment,
and to some extent, on your thinking also. I am pleased that you have
not seen fit to render the hearings rather useless with reference to your
position by already taking one.

Senator Brock, just a couple of questions. I understand now emphat-
ically that your opposition to this nominee is not because he is from
Mississippi. Is that correct?

Senator Brock. I almost wish he was from any place else because 1
have so many friends there and I have such respect for those who are
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my colleagues and my friends from the House. It is a terribly, terribly
difficult position for me to be in.

I am not opposed to Mr. Hooper as a man. T just want someone
qualified.

Senator Domexnicr. I know, you have answered that. For myself, 1
must tell you that a number of people have indicated that is wherein
the opposition comes. I want to make sure you have answered my
question emphatically so that when I am asked 1 can say that the
junior Senator from Tennessee is not promoting a Tennessean for this
job over someone from Mississippi. Is that correct?

Senator Brock. That is an absolute statement of fact.

Senator Domexict. With reference to the nominee’s business expe-
rience, as one goes through your statement, you have indicated that
he has not had any serious success and thus perhaps lacks business
judgment. Am I properly summarizing your position to this point?

Senator Brock. Yes.

Senator Domexicr. Let me ask you, Senator Brock, with reference
to his numerous business ventures, you do not contend that he is
guilty of malfeasance, chicanery, or any kind of diseretion in that
job that indicates anything other than perhaps bad judgment or
lack of competence in making business decisions. Is that correct?

Senator Brock. That is correct. I will state further in his defense
that, in reading extensively on this matter, the deposition he made
in the bankruptey proceeding, for example, I came away with the
feeling that Mr. Hooper may have been abused by some who were
very sharp in their practices. I know how that can happen.

Senator Domenici. Senator Brock, as 1 review some of those, it
appears to me that when one states his involvement and/or rank on
a piece of paper, it might indicate—because there are high-sounding
titles like a director or vice president or vice chairman—that some
of those titles might indicate that he is really one who could make
all decisions, while as a matter of fact in many of those instances
he was part of a collective decisionmaking process and it certainly
might not have been the one conelusive as to their success or failure.
Is that not correct in many of the ventures?

Senator Brock. That is correct.

Senator Domenict. One last question. You make a point in your
statement that he has been rather indecisive in answering some
specific questions regarding the TVA and, I assumed tied into that,
the part of your statement whether you indicate that he doesn’t
have the kind of specific experience with reference to running this
kind of utility and related enterprise.

I am somewhat disturbed, and I don’t ask this question facetiously.
I would like you to give me your version. I think if we had someone
who was, be he from outside the region or be he in it, that that person
would be burdened by an equal kind of problem, in that there would
be those saying he has already made up his mind, he already knows
all the answers, he is already experienced in the field and if he wasn’t
on the right side of what those people thought, he would be chastised
for that.

Well, this Senator feels that that is not what we need at this par-
ticular point in time. From what I have read, I think we need sound
judgment and a total open mind with reference to wherein the TVA
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is going. I am having some trouble understanding how one could
be openminded and yet have those qualifications you imply he ought
to have an opportunity to have.

Would you care to comment on that?

Senator Brock. Yes; T would very much so,

In the conclusion of my statement I say, “The next member must
be someone who possesses a unique combination of experience,
confidence, and a broad perspective in judgment.”

I do not say he has to be an engineer. That was the qualification
for the first 20 vears of TVA’s Board.

Senator Doamentcr. To be a what?

Senator Brock. An engineer. We have a good engineer on the
Board. We have a very bright young man who was head of the Ten-
nessee Department of Conservation, who brings with him that com-
mitment and concern.

I am looking for a person who has breadth and who has great and
demonstrated qualities of judgment.

Senator, I couldn’t agree more with you. The one person I don’t
want is someone who is so delighted by his background and experience
that he is wearing blinders like a horse and he can’t see, he has no field
of vision, he has no sense of perspective because these problems are
not simple of solution. There 1s no right solution. There is no perfect
ANSWer,

The Senator from West Virginia knows full well in choosing between
various energy supplies—strip mining, and gasification of coal—and
then the competition between the nuclear and fast breeder. We are
deeply involved in that in TVA as opposed to the liquid metal or the
water-cooled reactors,

You don’t have to have somebody who is an expert in that kind of
technology. You can hire that kind of technician. The person you
need is the man who can stand back and see the forest and not get
hung up on the trees.

If anybody can show me in here where this individual, as fine as he
may be and with the fine support that he has, has demonstrated that
judgment, I don’t know where it is. I can’t find it in there. It is that
that I criticize, not the lack of professional experience or engineering
experience, the only single academic qualification. That is not what
bothers me.

What bothers me is that a nice person who seems to have been
taken advantage of by others and with some fairly sharp practices,
who has made a number of errors in judgment and who has yet to
have a real success that would warrant me to say, well, maybe he had
a couple of bad experiences but his judgment finally came to the front
and he has shown what he has. I cannot find it in this regard.

Senator Domexicr. I have one last question, Mr. Chairman. 1, too,
am scheduled to be at two other meetings.

I regret that I ask you this question, Senator Brock, but I am going
to anyway. In the early part of your statement you seem to have a
genuine concern about the people of your State with reference to in-
creased utility rates. You have gone to great lengths in your state-
ment indicating what a disaster that has been and you cite some
examples.
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You don’t expect a nominee to come before us for confirmation and
go before the people of the Tennessee Valley indicating he can solve
that problem and lower the rates; on the other side, that perhaps the
Board he is joining has not done the right job and therefore the rates
have been inereased disproportionately or improperly, do you?

Senator Brock. Senator, I do. And I do not mn a sense that some-
body is going to come before us and say, “Hey, I have a magic wand.
I can solve all of these problems.”” None of us have that. But I expect
somebody to express some concern about it.

Mr, Hooper testified yesterday before this committee, and he made
one fine statement. It was a good statement. T agreed with virtually
everything he said in it until he got to the questions. And it demon-
strated strip-mining reclamation, soil conservation, things that I very
much believe in is within TVA’s competence and jurisdiction.

But he didn’t spend a whole lot of time talking about rates. You
can’t imagine, Senator, unless you live in Tennessee, the frustration
of people of our State right now. When they have a problem and have
a complaint to make, where do they go? Senator Baker and I and the
Congressmen have no control over TVA. Neither does anyone else in
the Federal Government. If they have a complaint, they have no
place to go.

We couldn’t even get open Board meetings down there until I
mtroduced legislation about a year ago. I finally got the Board meet-
ings opened up and then we found out most of the decisions were
being made before the Board meeting so they weren't really that open
anyway. You can’t imagine the frustration of the people in Tennessee
when TVA said, “We have an energy crisis. We want all you good
folks in Tennessee with all these electric homes to cut down your
thermostats and cut off the lights and use less air-conditioning and
less heat.”

Our people did. We had a tremendous conservation program right
in my hometown. So what happens? Within 30 days after we had the
conservation program going in full swing, TVA comes out and says,
“Our revenues have fallen off so we are going to have to increase the
power charged per kilowatt-hour because we are getting less money.”

The people said, “What you are doing is penalizing us for being
conservative for reducing our use of electricity. Ht.:lllf'[;(.atl_\' is wrong
about that,”

Why in the dickens ecan’t we have a pricing policy that motivates
conservation instead of consumption?

We can. Where was the testimony directed in that area? I don't
see it. I don’t hear it. And yet that is fundamental insofar as the
people of Tennessee are concerned. They want somebody to come on
that Board who is going to open it up. They want someone who will
listen. They want somebody who wilﬂ take a new point of view and
try a few things. TVA was a yardstick. It was proposed as one for
the Nation. Where is it now? Why isn’t it being used as a yardstick to
test alternative pricing mechanisms, new techniques of conservation
and environmental protection? It can be. Well, let’s get a Board
member who will think in those terms.

Senator Domexnicr, 1 can appreciate your answer and I genuinely
believe I understand your concern and the kind of person you would
like to be on the Board. I appreciate your frankness.
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Thank you, Mr. Chairman.

Senator Raxpoves. Thank you, Senator Domeniei.

Senator Brock, you spoke of the Tennessee Valley Authority as a
yardstick. There is a feeling that I have had from time to time—as
one who voted for the original TVA legislation in 1933—that the TVA
was not a yardstick so much anymore but a walking stick.

By that I mean that we were bringing into being a unique institution
in government and that it was to work the will of the people in a
certain area covering a number of States.

Then there was the feeling within the Tennessee Valley Authority
hierarchy that we move into other States.

Would you think that there might be a possible invasion of TVA
into the public utilities that were operated through our private
industry system?

Senator Brock. Yes. They began to encroach on territories outside
of their jurisdiction; yes, sir.

Senator Ranporrn. I think the hearings would indicate that that
was being done. T will not use this occasion, of course, to 0 back over
that situation. But it did exist and we questioned very, very often
as to just what TVA was, how far it was to go, the mission that had
been spelled out in the original legislation, and of course the changes
made as we moved along.

You would feel, then, that TVA is unique, not a private entity in
the industrial sense of our country, and has a very important role to
continue to perform. In no way should TVA move into other areas
of the country where, frankly, if you will begin to study the utility
rates, they are not much different from one part of the country to
the other.

There are many forces at work which cause increased rates, not
only for electricity but for natural gas, across-the-board.

The increased rates, due to many, many factors, are really as-
tounding. The American family today is hard pressed often to meet
the costs of just the heating of homes. Businesses are up against it
many times in the operation of the machines to manufacture products
that move to the markets. This is a very big problem and a great
concern of yours, I am sure, as it is and should be of the members
not only of this committee but the Congress of the United States,

You would feel then that mission of TVA is not nationwide. Is
that correct?

Senator Brock. Absolutely. They have enough to say grace over
at the right end of the valley, Senator. They don’t need to mess with
anything else. 1 hope they will concentrate there and do a better job
where they belong.

Senator Raxpovpn. Thank you, Senator, for coming and witnessing
before the committee.

Senator Brock. Thank you so much.

[Applause.]

Senator RANpovrH. In the Senate itself, the presiding officer would
admonish those in the audience not to express by applause, or by the
opposite of applause, approval or disapproval of what a witness is
saying. However, this chairman is a very flexible person to a point.

Senator BAKER. It depends on which point.
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Senator Raxporrn. To a point. Let us continue to hear the wit-
nesses. If we want to congratulate them, move quickly out into the
corridor and shake both hands. You know what I mean.

All right. Let’s have now a panel of witnesses. I think it would be
a proper way to hear Mr. Gibson, Mr. Williams, Mrs. Morgan, Mr.
Brandt, and Mrs. Whitehead.

Presumably, Mr, Gibson, because you are listed first, we would
begin with you.

STATEMENTS OF JONATHAN GIBSON, TENNESSEE ENVIRONMENTAL
COUNCIL; JOHN PHILIP WILLIAMS, EAST TENNESSEE RESEARCH
CORP.; SHIRLEY MORGAN, JACKSBORO, TENN.; ROBERT S.
BRANDT, ON BEHALF OF TENNESSEE CHAPTER, SIERRA CLUB;
AND CORRINE WHITEHEAD, BENTON, KY., ON BEHALF OF THE
BETWEEN THE RIVERS COMMITTEE

Mr. Gisson. Mr. Chairman, I might explain. T am Jonathan
Gibson. I am speaking jointly today with Mr. John Williams, on
my right, whose testimony will follow my own. If I might, I will
introduce the other panel members with whom I am personally
acquainted but who are appearing here on their own.

Bob Brandt is next to Mr. Williams; then Miss Shirley Morgan and
finally Miss Corrine Whitehead. We will be speaking in this order:
myself, Mr. Williams, Mrs. Whitehead, Mrs. Morgan, and finally Mr.
Brandt, if that is satisfactory to you, sir.

Senator Raxporrr. Yes, it is entirely satisfactory to the committee.

Mr, Gisso~. Sir, I hope the committee will feel free to ask any
questions of us at any time in our testimony.

Senator Raxporrs. Yes, we will keep flexible. We might even
interrupt while you are making a statement. We might wait until
all five of you have concluded. We will see how it develops.

Mr. Gibson, if you will identify yourself, the organization for which
you appear, and make what preliminary statements you think you
could make so that the members of the committee would understand
exactly who is speaking and for the group that you represent.

Mr. GissoN. Thank you. I am Jonathan Gibson, representing the
Tennessee Environmental Couneil, which is a statewide conservation
organization based in Nashville, Tenn.

I am speaking jointly today with Mr. John Philip Willaims of the
East Tennessee Research Corp., whose testimony will follow my own.
We and our organizations believe that the appointment of James F.
Hooper to the Board of Directors of the Tennessee Valley Authority
wuufd be a disaster for TVA, the Tennessee Valley, and the nation.

We want to set forth the reasons for our opposition to Mr. Hooper’s
confirmation. I have appended to my statement a list of 14 organiza-
tions with a men.ba.+ hip of over 3,000 individuals which have approved
our testimony today, and they would like for the record to show
their endorsement.

As the committee knows, the Tennessee Environmental Council
participated with a number of other Tennessee Valley consumer,
environmental, and labor groups in presenting testimony we hope
was useful at the TVA oversight hearings last May.
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However, I want to state at the outset that we have not come here
today to debate the pros and cons of particular TVA programs or
policies. Nor do we base our opposition to Mr. Hooper’s appoint-
ment on the difference between his views and ours on nuclear power or
strip mine reclamation or water resource projects.

Indeed, we don’t know what Mr. Hooper’s views are on the issues
facing TVA. We don’t feel this committee obtained satisfactory
answers from Mr. Hooper yesterday. But it is not Mr. Hooper’s point
of view which is our primary concern,

Instead, we are concerned, and deeply concerned, about the future
of the Tennessee Valley Authority as an institution of immense regional
and national significance. We wish to speak about the qualifications
required of the person appointed to TVA’s Board of Directors at this
eritical point in its history.

[n Tennessee TVA has a greater impact on the State’s environment
than any other single institution, including State government.

More than 99 percent of our population is served with electric power
generated by TVA. In return, approximately 63 percent of 'k'\'A's
power revenues are derived from Tennessee consumers. Twenty-
three of TVA's 33 major dams and 8 of its 12 steam plants are
in Tennessee. Four of the seven nuclear powerplants designed to
meet TVA’s nuclear generating capacity over the next decude will
be located in our State.

Yet the Tennessee Valley Authority is not a concern merely of
Tennesseans or of Senators and Congressmen from the Tennessee
Valley. TVA’s policies exert an influence far beyond the boundaries
of its seven-State region. TVA is the Nation's largest supplier of
electric power, It 1s the country’s largest purchaser of coal, and the
greatest user of strip mined coal as well. It is planning the utility
mdustry’s largest nuclear generating capacity. As a consequence,
the practices of TVA provide a national yardstick for the management
of energy supply and demand.

As a public agency with vast experience and technical resources,
TVA can and should serve as a model for reconeiling energy production
with environmental protection. With the availability and cost of
energy of nationwide concern and independence in energy resources
a matter of national policy, the appointment of a new director to the
board of the country’s largest electric utility will have consequences
of clear and resounding national significance.

Because of its unique status as a Federal Corporation, TVA is a
largely autonomous institution. As President Roosevelt observed in
his message in 1933 asking Congress to create the TVA, it is “a cor-
poration clothed with the power of government but possessed of the
flexibility and initiative of a private enterprise.”

The three-member Board of Directors makes virtually all decisions
regarding the Authority's policies and programs. Because of the
power vested in the TVA Board and because of the far-reaching
implications of its decisions, the appointment of TVA’s next director
1s of exceptional importance.

The character of TVA is a reflection of the character and the vision
of its directors, The individual confirmed by the Senate will assume
one-third of the responsibility for charting TVA’s course for the next
9 years.
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At present, TVA’s two directors are divided on several matters of
major policy confronting the agency. The vote of the third director
may well determine TVA’s future course on a number of ecritical
and controversial issues. In evaluating Mr. Hooper’s nomination, this
committee must consider the variety and gravity of the questions
which it will be his responsibility to decide.

Of the $10 billion increase in TVA’s bond ceiling approved by this
committee, how will the new director vote in regard to issuance of
bonds and disposition of their revenues? How will be insure that
TVA’s rates remain at reasonable levels, levels which include the
social and environmental costs of producing power and which en-
courage energy conservation in line with national energy goals? What
will be his stance concerning TVA’s nuclear power program, particu-
larly in the light of reliability questions raised at Brown’s Ferry and
demand justification vigorously disputed at licensing hearings for the
Hartsville plant?

What will be the new Director’s position with regard to amendments
recently proposed to the TVA Act? Three such amendments have been
introduced by Senator Bill Brock of Tennessee, whose testimony this
morning we appreciate very much.

These would require by law that TVA Board meetings be open to
the public, estabhish a Citizen Review Commission for TVA, and
mandate a joint energy conservation study with FEA. Commendable
though these proposals may be, there is no reason that reforms should
have to be forced on TVA from outside. Will the new Board member
have the vision and initiative to keep TVA responsive and to make
such changes when the time for changes has come?

How will the appointee view TVA'’s responsibilities for air pollution
control at its coal-fired steam plants? Mr. Hooper told the committee
yesterday that he had reserved judgment on this «iunstmn until the

results were in from scrubber demonstrations at Widow’s Creek. This
clearly missed the point that the use of intermittent controls is pro-
hibited by law, a law written by this committee and further st reng-
thened in recent clean air amendments.

The question then, is, will TVA’s new Board member advocate
policies consistent with the spirit of environmental protection laws, or
will he continue TVA’s claim of immunity from pollution control
standards with which it doesn’t agree?

Now that the Authority no longer contemplates buying the Peabody
Coal Co., what alternatives will the Director recommend to assure
long-term availability of coal? Will this be eastern or western coal,
high sulfur or low sulfur, deep mined or strip mined, and what price
will TVA pay for coal supplies?

How will the next Director respond to a citizens’ suit and a Depart-
ment of the Interior request contending that, under the Endangered
Species Act of 1973, TVA must preserve the habitat of the snail
darter, even if this means halting the Tellico project on the Little
Tennessee River?

These are not questions for the Public Works Committee to decide,
at least not in a daily managerial sense. They are decisions for the
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TVA Board of Directors. If he joins that Board, Mr. Hooper must
answer all these questions and many more. The issue before the com-
mittee today is simply whether Mr. Hooper is qualified to make public
policy decisions such as these. The unanimous sentiment of the or-
ganizations which Mr. Williams and I represent is most emphatically
that he is not. And these sentiments are shared by virtually every
businessman, power distributor, and friend of TVA with whom we
have spoken about this nomination.

What standard, then, what criteria of talent and competence should
this committee apply in judging a nominee to the TVA Board? Let me
set the record straight on what we, in the Tennessee Valley, think that
we and the Nation deserve. And let the record show that we intend for
the same rigorous qualifications and standards to apply not only to
Mr. Hooper but also to any successive nominee to the vacancy which
Now exists.

As the committee knows, the TVA Act itself is rather unspecific in
the attributes required of a TVA Director.

As the committee also knows, the TVA Act was written in 1933, and
only two members of the 94th Congress were Members of the body at
that time—the distinguished chairman of this committee and the
Honorable Representative Wright Patman of Texas.

The social, economie, and environmental conditions of the Tennessee
Valley and the Nation have changed considerably since 1933, and much
more is required of a Director today than is literally set forth by the
TVA Act.

We believe that the next Director of TVA must possess six in-
dispensable qualifications:

1. He must have the professional background, either through educa-
tion or experience, to deal competently with the technical issues of
energy development, supply, and conservation.

2. He must possess proven managerial ability to administer the
largest electric utility and regional development agency in the United
States, with total assets of $5% billion and a bmllq_uvl i 1975 of over
$1 billion.

3. He must have a demonstrated commitment to resource conserva-
tion and environmental protection together with an understanding of
the legal, scientific, and economiec issues involved in pursuing these
objectives,

4. He must possess the capacity for asking the right questions, for
exercising independent judgment, and for making difficult decisions.
He must be able to communicate both with TVA’s supporters and
with TVA’s critics, and to accept construetive recommendations from
both quarters. He must be able to defend and explain TVA’s actions
where necessary and to advocate innovation and reform where
appropriate.

5. The Director must be free of any financial association which
might give rise to conflict of interest or bias of perspective.

6. Finally and perhaps most important, the next TVA Director
must be an individual of high integrity and unquestionable personal
rectitude, a person whose leadership of this unique institution will
prove a credit to the region and to the Nation.

Our organizations and numerous others urged the President to seek a
nominee of these credentials long before Mr. Hooper’s name was pro-
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posed. Regional and national newspapers have articulated the need for
appointment of a qualified individual.

am appending a number of these editorials to my statement and
ask that they be included in the record.

Senator Raxporpn. Without objection. (The statement appears at.
p- 105; the editorial appears at p. 129).

Mr. Greson. Yet, remarkably, these entreaties went unheeded.
Senator George Norris’ high hopes for a nonpolitical TVA have been
abandoned; clearly partisan motivations have prevailed in selection of
the present nominee. Our disappointment and displeasure at Mr.
Hooper’s nomination were in no way mollified by the knowledge that
several qualified and highly recommended individuals were passed
over by the White House in favor of a candidate whose sole distinction
appears to be his popularity with party leaders in Mississippi.

In contrast to the many individuals of recognized and extraordinary
qualifications who might have been before this committee today,
James Hooper meets virtually none of the criteria set forth above.

He has no known expertise in the critical field of energy supply. He
possesses not even the administrative competence to manage his
personal business affairs, all of which have ended in either bankruptey,
financial loss, or civil litigation. His record gives no indication of famili-
arity with or advocacy of the ethie of environmental protection, parti-
cularly in terms of the complex issue of air and water pollution control.

Mr. Hooper has said that while he doesn’t have a knowledge of the
many technical issue confronting TVA, he retains an open mind on
these issues. At the same time, he has already stated:

I know of no other Republican, with a chance for White House appointment,
who, conscientiously, as I can, could stick in there and uphold Red Wagner's
hand. (Nashville Tennessean, June 22, 1975).

Mr. Hooper seems to have cast his allegiance before understanding
the technical choices. When he himself has come under criticism, he
has responded in vindictive and intemperate fashion. Such behavior
hardly reflects the intellectual independence and open-mindedness we
seek 1n a TVA Director.

Finally, the information which has come to light on Mr. Hooper’s
financial dealings and business associations raises serious and dis-
turbing questions about his personal judgment and principles.

This might be a point, Mr. Chairman, where ] (’t)llﬂll interject some
response to Mr. Hooper’s contentions about the qualifications he would
bring to the TVA board. He claimed yesterday what TVA needs is a
Director with an agricultural background. By no means do we intend
to belittle TVA’s role in agricultural development nor to suggest that
more shouldn’t be done in this area.

But let's look at the statistics for a moment. If we look at TVA’s
annual report, we find that in 1975 the Authority spent $961 million
on its power program. Some $35 million was spent on nonpower pro-
grams. Of this sum, only $1.8 million was spent on agricultural
development.

Thus the amount spent on agricultural programs is only 0.2 percent
of the amount allocated to TVA’s power program.

Further, in reviewing the agenda for eight of the nine TVA Board
meetings held between August 14, 1975, and February 12 of this year,
we find that the TVA Directors considered a total of 292 items, only
9 of which, or 3 percent, were related to agricultural programs.
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Thus our contention is that the background which Mr. Hooper
would bring to the Board, with the agricultural interest which he has,
simply won't be highly relevant to the major policy and budgetary
decisions confronting TVA.

These are the reasons we have all along argued against Mr. Hooper’s
appointment to the TVA Board. In the 8-long months since his nom-
ination, there has emerged yet one more reason, a reason which is the
most f‘-()ll‘l})(‘-“ill,‘_' of all for his rejection. The reason has to do with the
fact that TVA 1s at a critical and extremely controversial juncture in
its history.

Controversy is not something new to TVA. But the storm which is
brewing now and the winds of public disaffection which are already
blowing challenge the very purpose and credibility of the institution.

I am confident that positive changes and creative solutions will
emerge, but the issues are serious ones and are far larger than the per-
sonalities of the three men who sit on TVA’s Board of Directors.

We can recall the bitter struggle which led to President Roosevelt’s
removal of Arthur Morgan from the TVA Board and to a joint con-
gressional investigation of TVA. It would indeed be tragic i(‘]uguin, as
in 1938, the energies and best efforts of the people of the region, and
perhaps of this committee, were to be diverted from the substantive
1ssues by a continuing dispute over the character and competence of
TVA's leadership.

Yet, this is precisely what Mr. Hooper would bring to the TVA
Board—continuing personal controversy, further grievances to TVA’s
critics, diminished respect among TVA'’s friends.

Our public institutions, and especially TVA, need the faith and
confidence of the public. Mr. Hooper apparently fails to understand
this fact. He seems not to realize that the prolonged controversy over
his reputation will severely damage—and has already damaged—TVA.

He has not thought highly enough of TVA to withdraw himself
from the nomination, with all the opportunities he has been given,
and to spare the institution this loss of confidence. This is the most
severe of all indictments against Mr. Hooper and the most fundamental
of reasons why this committee should find him unfit to become a
TVA Director.

When Mr. Hooper’s nomination was first announced, we in the
Tennessee Valley were appalled and offended by the low esteem held
for our region and for the Tennessee Valley Authority.

We applauded this committee’s decision to postpone hearings to
permit a full investigation of Mr. Hooper’s background. The long
delay of these proceedings has in no way diminished our total and
unalterable opposition to Mr. Hooper’s nomination; the passage of
time has not, and will not, reconcile us to having Mr. Hooper as a
Director of TVA.

However, we are acutely conscious that the Authority is facing
important decisions with less than full leadership. We must put this
nomination behind us and allow TVA to get on with the business
ahead.

We have done everything possible to persuade the President to with-
draw Mr. Hooper’s name and submit a nominee with abilities commen-
surate to the post. We have called on our Senators and Congressmen to
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ask the President to withdraw the nomination. We have asked top
officials in FEA, EPA, and the Council on Environmental Quality to
urge the President to look again for a professionally qualified appoint-
ment.

We have done everything but come to Washington and beg Mr.
Ford to give us the right person for the job. And why? Because we
wanted to spare the President, and this committee, and not least of
all Mr. Hooper, the embarrassment and the waste of time and re-
sources required for confirmation hearings on & nominee so sadly
deficient in qualifications.

It gives us no pleasure to implore this committee to reject a nominee
of the President as totally unsuited for a position of public trust. Our
concern for TVA leaves us no choice. We urge the committee to
recommend against confirmation of Mr. Hooper. We ask the U.S.
Senate to reject his nomination. We request President Ford to give
us an appointment worthy of the national significance of TVA.

Senator Ranpovrru. Thank you.

Mr. Gibson, do you know Mr, Hooper personally?

Mr. Ginson. I have never met Mr. Hooper personally; no, sir.

Senator Ranporra. Have you corresponded with him personally?

Mr. Gisson. No, sir.

Senator Ranporpra. You have never asked his viewpoint or opinion
by letter or in any other way on the matters that you have discussed
with the committee?

Mr. Gisson. I have seen a memorandum which Mr. Hooper wrote
himself in response to some allegations which were made which will
be detailed later. That is my only correspondence or communication.

Senator Ranporpu. Does the Environmental Couneil in your State
take a vote among your members as to the position which was stated
by you as vou come to the committee today?

Mr. Gisson. This position today was endorsed by our executive
committee which operates in the interim between board meetings.
This is the formal manner of anthorizing a statement by the council.

Senator Raxporrs. You will understand that I am not inquiring
improperly. I am trying, as we do with all witnesses, to identify the
witness with the organization that he represents.

Mr. Gisson. Yes, sir.

Senator Ranporpr. What is the membership of vour council in
Tennessee?

Mr. Gissox. The council is an association of organizations essen-
tially.

Senator Ranxporrs. Organizations?

Mr. Gissox. There are some 34 organizations which are members
of the council, and something over 50 individual members.

I might add, Mr. Chairman, that the endorsements which I spoke of
earlier are endorsements of some members of our council and other
organizations which are not members. I do have that in writing
from their various organizations as formal actions of their groups,
and that will be submitted for the record. (See p. 115.)

Senator Ranporrr. Of course, we will wish you to use the record
to give us whatever information is necessary in connection with the
council, as you feel the council’s views are reflected in your state-
ment today.




How long has the council been active in this matter, from the
beginning when there was no one even mentioned by name—Mr.
Hooper or someone else?

Have you tried to be active with this situation in calling to the
attention of people the need for a new dimension or a new outlook
or, as you have said here on page 7 of your statement, speaking of the
person to fill this position, “He must be able to defend and explain
TVA’s actions, where necessary, and to advocate innovation and re-
form where appropriate.”

The reason I have followed this line of questioning is because you,
Mr. Gibson, have indicated the place of Tennessee and all the Tennes-
see Valley Authority development from the standpoint of the im-
poundments of water, and so forth, in the impact upon Tennessee.

Mr. Gisson. Yes, sir.

Senator Ranxporpa. Has your council been active or have you
expressed yourself about the Tennessee Valley Authority and what
apparently you believe a direction is or is not good in which it is or
has been going. You said so in this statement. I want to know, have
you been doing that over a period of time?

Mr. Gisson. Yes, we have. We have been actively involved in
corresponding with TVA directly and with public officials on matters
concerning the authority’s activities, Our organization is presently
sponsoring & series of regional symposia on TVA and the Environment,
in which we are looking at all thesé energy questions and resource
management issues. This is designed as a form of public education to
acquaint the citizens of the region with some of the eritical issues facing
TVA and allow them to make up their own minds.

I might add that our organization has been actively interested
in this nomination since long before Mr, Hooper’s nomination was
suggested, as I said, and did correspond with the White House in May,
listing the qualifications which have been set forth before you today
as the prerequisites for the nomination.

Senator Raxpovrn. I thank you. I know that will be helpful to the
members of the committee as we evaluate your testimony.

You spoke here: “to advocate innovation and reform where appro-

riate.” I was remembering a part of the quotation from Abraham
Lincoln when he said, ““The dogmas of the quiet past are inadequate
to the stormy present.” You are thinking about that a little, aren’t
you, as you speak here?

Mr. Gissox. I hope that the next director, whoever he may be, will
have your recollection of that quotation.

Senator Raxvorrn. Senator Baker?

Senator Baxer. That is a pretty good sized bill for the next one. I
will look forward to that.

Mr. Gibson, you mentioned what you thought a director ought
to be. Let me speak in a little more general terms just for a second
about TVA’s role as distinguished from the director’s role, not that it
is directly relevant to our consideration of a nominee for the Board
but because I would like to have your opinion and this is a good
forum for it.

Mr. Gisson. Certainly,

Senator BAker. The chairman is right, of course. TVA has come
through a period of relative tranquillity since the stormy times in its
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early development. I think I am right, that its future ought to be well
before it and not behind it. But I didn’t elaborate on what I thought
TVA’s future ought to be. Right now give me some vignette of what
you think TVA’S role ought to be in the future.

Mr. Gisson. As I have stressed in the testimony, TVA’s role is
largely one now of an electric utility. I think this is an area where it
can show an incredible amount of leadership to the Nation. We have
here a system serving over 2.4 million eustomers,

Senator BAkeEr. You think it ought to be essentially that of a
utility? It is the largest utility in the world. T suppose it 1s inevitable
that 1s going to be its major role. But it troubles me a little that that
certainly isn’t what it was conceived of initially, to be a major utility.

Mr. Gisson. It has achieved many other purposes. What I am sug-
gesting is that in TVA we have the potential for very, very rapid
adjustments, for experimentation with some concepts like Senator
Brock was suggesting, energy conservation measures,

What could we do, for example, with a revolving loan fund set
up to finance heat pumps and insulation? What could we do with
some peak-load pricing techniques with changing the inverted rate
structures for example. TVA is experimenting, as you know, in
Chattanooga with just that. But these are not systemwide approaches.

I think that is one of our organization’s basic complaints with the
authority, that these are really cosmetic and we haven’t really talked
in the large about energy conservation as a way of life. It has been
voluntary. It has been induced through publications and through
press releases if it has been induced at all.

But we haven’t seen any financial incentives to encourage this,
FEA has some very exciting ideas in that field. Why FEA and TVA
aren’t working closer to implement these, I don’t know. I remember
Mr. Robert Seamans in Knoxville in October. He was asked a
question with regard to the National Plan for Energy Research
Development.

The question was: “What is TVA’s role? How do vou view TVA as
part of the national energy program, and why wasn’t TVA mentioned
in the ERDA report?” He referred to a solar system in Oak Ridge
and said the omission was an oversight. In my opinion, it was a very
grievous oversight. I don’t mean to belittle the other roles of resource
management, but that is where we are as a Nation. TVA is way
behind the times and we are facing some critical energy shortages.

Senator BAxer. What about its regional development role? Do you
see in the next 20 years substantial function of TVA in that respect?

Mr. Gissox. I think it is going to have to go in a different direction,
Senator. I assume that it will maintain that role. That role of course
could be performed by local governments if TVA weren’t doing it. It
could be performed by another kind of organization, like the Ap-
palachian Regional Commission, if TVA weren’t doing if.

But let’s assume TVA will continue to do it. Look at a different
kind of industrial promotion in the valley. Take the waterfront indus-
tries for which TVA takes primary eredit. If you do a simple division
there, you find that a number of jobs created per dollar of plant in-
vestment is only one-half of the national average.

When you talk about furthering the economic growth of the valley,
shouldn’t you be looking at labor intensive industries perhaps, rather
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than the large heavy power user, the chemical plunt- for example,
which turn out a lot of value added products but don’t employ many
[mnph1

This is another way TVA could go. T personally would like to see
them move in that direction as another brand, you might say, of
regional development.

Senator BAKEr. What new functions would yvou visualize for TVA?

Mr. GisgoN. One, not necessarily a new funrlmn 80 much as a new
attitude, I would like to see is greater responsiveness and greater work
with some of the State agencies in Nashville and in other State apitals.

Before the State legislature are many measures having to do with
resource development and energy. I think TVA could bring to bear its
expertise in working more closely with legislators themse Ives and with
Government officials in drafting legislation designed to further the
concept of partnership in solving some of the region’s problems. In
Tennessee we have had a hard time talking to one another, State of-
ficials and TVA.

Senator BAker. Let me ask you two questions and let me weight
the impact of them first by telling you they may not be what they
appear to be. That is, I am not unpl_\lng_: any attitude or point of
view to you, nor am I inferring any with the statements you already
made. But I think the record might be well served with these two
questions.

By and large, do you think the Tennessee Valley area has been
better off by reason of TVA or worse off over the last 40 years?

Mr. Gisson. Better off.

Senator BAker. Substantially?

Mr. Gisson. Substantially.

Senator BAXER. So it has been a success?

Mr. Gissox. I think undoubtedly it has been a success.

Senator BAKER. And you think it will continue to succeed in the
future?

Mr. Giesox. I am not optimistic, Senator, not unless it changes.

Senator BAker. That gets me to the sec ond question. If you were
able to order and determine the destiny of TVA on your own, which
none of us, of course, are, what would you do with it? Would you sell
it? Would you keep it? How would you change it? What would you do?

Mr. Gisson. Senator, these are very appropriate questions for a
nominee for the directorship.

Senator BAKEr. They are precisely what we are talking about.
I guess that is really what we finally get down to.

Mr. Gissox. It is what we get down to really. What does TVA’s
management want to do with it?

Senator BAKER. What does the country want to do?

Mr. Gieson. What does the country ultimately want to do? I
have some personal ideas. I think that perhaps we could look a little
further at a greater role for the consumers in the management of TVA’s
affairs. I don’t simply mean by inserting a public participation clause,
as in the Water Pollution Control Amendments, in the TVA Aect,
although it wouldn't hurt to charge it formally with public m'li(‘ipa-
tion responsibilities. The Citizen Review Committee has ﬁeen sug-

gested. That, I think, may have some drawbacks,
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One alternative that is being talked about in the valley, with
increasing frequency, I think is turning TVA back over to the con-
sumers, a cooperative at large, asit were. I am not sure I like that idea.
These are the kinds of things we are hearing down there, becanse these
are some of the problems that have oceurred.

Also, Senator, if I might add, it might be that we have accomplished
a great number of TVA’s functions in terms of flood control and naviga-
tion and that perhaps we should remandate the TVA. Perhaps we
should more closely delineate what its responsibilities for the future
are, in terms of water resource projects, particularly.

Senator BAKEr. TVA was formed in the thirties, of course, and as
you are well aware, it was created on the suggestion of Senator Norris
and President Roosevelt to be an extraordinarily autonomous, public
corporation. It is really unique in the American political experience,
in that it is responsible to no one.

It has a charter which gives it autonomy over a large portion of our
daily lives and our economic and social welfare.

We have created, in addition to that, a precedent that deters
“political involvement” in TVA’s affairs. There have been huge
presidential debates about that. To reinforce the idea that TVA
was on its own, a three-man Board of Directors implied a three-man
Board of Administrators. You put them down there to run this and
we built a wall around them and said you are on your own. I really
do think that has worked remarkably well.

Turning it back over to local groups, or more consumer participa-
tion on a Citizens Advisory Council, maybe the right, thing to do but
itis very much at variance with the original idea of a strong centralized
autonomous TVA,

So what you are talking about is a fundamental change in the nature
of the concept of the Valley Authority if those things were to be
undertaken.

Mr. Gisson. That is correct, Senator. I think that a lot of people
want some fundamental changes. I would prefer to see these changes.
I think this is the thrust of my testimony.

I can envision some of the testimony that will follow coming from a
Board of Directors which asks, as you ask, what is required 20 years
from now, and which begins to suggest those changes and make those
changes and urge those changes upon this committee and the Congress
rather then people outside having to say, look, wake up, here is what is
needed and here is where we are going.

Senator BAxker. What I am about to say next is a little reckless for
a politician, and I ought not to say it at all, but I am going to.

One of the principal reasons TVA has the image problem that you
describe is because it has lost its innovative spirit. Frankly, I would
like to see us find new roads and new challenges and new opportunities
for TVA. I am not sure though, in order to do that that we have to put,
TVA back into the mainstream of everyday political affairs or turn
it over to the consumers or make it a giant cooperative or sell it to
private enterprise.

I think TVA in the present format can be restructured, revitalized
and redirected so that it once more is the useful resource management
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roject that it once was. The fact that it also happens to be the
Im'ge-.«! power producer in the world ought to create an opportunity to
demonstrate new techniques in conservation, environmental tech-
nology and the like.

Mr. Gisson. Is TVA not like any other agency or nstitution?
It is a reflection of its leadership.

Senator BAker. I think it ought to remain unique, in my own per-
sonal view. I thank you very much, sir. We no doubt will have a
chance to discuss this over time. I value your opinion.

Mr. Gissox. Thank you, sir.

Senator Ranporra. Thank you.

Senator Stafford, do you have questions or comments?

Senator Sta¥rorp. Thank you, Mr. Chairman.

[ just have one or two questions. I am sorry, Mr. Gibson, that I
wasn’t able to be here during your formal testimony. We in the Senate
all suffer from too many subcommittee assignments. I have fallen
victim to that this morning.

Could I ask you briefly how you perceive the future of TVA in
terms of the sources of its energy? Do you perceive it in terms of
becoming basically a nuclear generated system or a coal generated
system or a combination of nuclear and coal generation?

Mr. Gisson. Senator Stafford, I think——

Senator BAkgr. Can I interrupt a second? I can’t resist the tempta-
tion to point out that since 1934 we have come to the place where,
when the power options are put, the only one omitted is hydro-electric
power. And that is what TVA was built for in the first instance.

Senator Starrorp. I would be glad to include that,

Senator Baxer. TVA has dammed up every river it can find, so
there is not much left to do in that area.

Senator Starrorp. That is why I didn’t include it.

Mr. Gissox. I think we suggested in some remarks that it is not an
either-or question. Clearly, we have to exert ourselves in every tech-
nology and with greatest rapidity. In the Nashville area. for example,
there is a controversy over the Hartsville powerplant, a very big plant
which is far from being over.

There is a great deal of concern about the safety aspects and about
the economics, more and more about the economics, of nuclear power.
While we wouldn’t make the suggestion the three plants which are on
line and designed now, although not under construction. should be
abandoned, 1 have to think that perhaps their construction date could
be put off by serious conservation measures,

What can we do? The State of Tennessee contended at the Nuclear
Regulatory Commission’s hearings on the Hartsville plant that there
are nonstructural alternatives to supplying energy. The State made
a very creditable presentation at those hearings. I think the author-
ity should be exploring these avenues, although not necessarily to
get us out of the nuclear technology field, We have problems with
coal as we do with nuclear, clearly.

I think that a presentation that was made in the Hartsville hearings
suggested that we could put the construction date back a little bit so
we can see, for example, how well the various systems function when
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Brown's Ferry goes back on line and if we have any more problems
there than anywhere else. This will give us alittle more breathing space
before we go on to nuclear technology. We think we are probably going
to have to go to it.

Senator Baker. I didn’t intend my last remarks as eriticism of
your description of TVA, Senator Stafford. 1 think you may have
misunderstood me. Just before you got here, this witness and I had
had a free-flowing and philosophical discussion about the history of
TVA and your statement happened to fit into that thought stream.
My comments were no reflection on your question, I apologize, if
they appeared to be.

Senator Starrorp. None is needed. And T didn’t take it that way.
I was trying to learn really what this witness perceived to be the future
of generation of electricity in TVA.

Mr. Gisson. I hope I haven’t hedged too much on you.

Senator Starrorp. I have to ask you, Mr. Gibson, are you and the
people you are speaking for today inherently opposed to generation of
electricity through nuclear power?

Mr. Gisson. We are not inherently opposed; no, sir.

Senator Starrorp. You are not inherently opposed?

Mr. Gisson. No, sir.

Senator Starrorp. How do you perceive Mr. Hooper in terms of
his outlook for the future of TVA in terms of coal versus nuclear versus
a combination of the three?

Mr. Ginson. Senator, I am extremely confused by Mr. Hooper’s
outlook. I wish I knew. The questions that were asked yesterday
were asked on precisely this point. First of all, we seemed to get an
answer that he would abandon nuclear technology, even those plants
that are under design now, and go all coal.

Then we seemed to get an answer that, no, everything under the Sun
was needed, including the Sun, and that he would go with the nuclear
powerplants. T believe this was if we could be assured that a low-cost
supply of cheap uranium was assured. I don’t know what the time
frame there was, whether it was the initial placement of uranium in the
cores, or whether it was the supplies that are going to be needed for
replenishment, or what. I don’t know Mr. Hooper's views on this.

Senator Starrorp. Thank vou. Thank you, Mr. Chairman.

Senator Raxporrr. Thank you, very much, Senator Stafford.

You reared the ugly head of nuclear energy again. I shall just let
it bow its head and not discuss it.

Thank you very much, Mr. Gibson, for your testimony.

Mr. Gisson. Thank you, Mr. Chairman.

Senator Raxporps. I am sure it will be carefully reviewed by all
members of the committee. There is no need for me to explain why
other members are not here. They are in other committee meetings,
or subcommittee meetings. I had the same problem. Senator Baker
has had the same problem.

We have committed ourselves to being here for all the testimony
because we feel we have a responsibility. For that reason, we have
been present.

[Mr, Gibson's prepared statement and the endorsements and edi-
torials referred to during the testimony follow ]
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HEARINGS ON THE NOMINATION OF JAMES F. HOOPER
TO THE BOARD OF DIRECTORS OF TVA

TESTIMONY OF JONATHAN GIBSON

TENNESSEE ENVIRONMENTAL COUNCIL
FEBRUARY 18, 1976

The Tennessee Environmental Council is a statewide association of
conservation organizations based in Nashville, Tennessee. | am speaking jointly
today with Mr. John Philip Williams of the East Tennessee Research Corporation,
whose testimony will follow my own. We and our organizations believe that the
appointment of James F. Hooper to the Board of Directors of the Tennessee Valley
Authority would be a disaster for TVA, the Tennessee Valley, and the nation.

We want to set forth the reasons for our total and unalterable opposition to

Mr. Hooper's confirmation. I have appended to my statement a list of organizations
which have approved our testimony today, and they would like for the record to
show their endorsement.

As the Committee knows, the Tennessee Environmental Council participated

with a number of other Tennessee Valley consumer, environmental, and labor groups

in presenting testimony we hope was useful at the TVA oversight hearings last May.

However, I want to state at the outset that we have not come here today to debate
the pros and cons of particular TVA programs or policies. Nor do we base our
opposition to Mr. Hooper's appointment on the difference between his views and ours
on nuclear power or stripmine reclamation or water resource projects. Indeed, we
don't know what Mr. Hooper's views are on the issues facing TVA. We hope the
Committee can find out, but it is not Mr. Hooper's point of view which is our
primary concern.

Instead, we are concerned - and deeply concerned - about the future of
the Tennessee Valley Authority as an institution -of immense regional and national

significance. We wish to speak about the qualifications required of the person
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appointed to TVA's Board of Directors at this critical point in its history. We
think it is appropriate that conservation organizations should be testifying on
the matter of TVA's leadership, because TVA was founded first and foremost as a
conservation organization. The Authority's broad mandate grew out of the conserva-
tion movement of the early 1900's, out of the concern of Gifford Pinchot and Teddy
Roosevelt for protection of the nation's natural resources. TVA was charged with
navigation and flood control, reforestation, agricultural and industrial develop-
ment, and even national defense. TVA's founders had the concept of a totally new
kind of agency which would plan and manage the resources of an entire river basin.
And the vision of these men has been fulfilled.

In Tennessee, for example, TVA has a greater impact on the state's environ-
ment than any other single institution, including state government. No other state
depends for its very economic livelihood upon TVA as Tennessee does. Nor does any
other state contribute as much to TVA's self-supporting power program. More than
99% of our population is served with electric power generated by TVA. In return,
approximately £3% of TVA's power revenues are derived from Tennessee consumers
through municipal distributors and rural cooperatives, and through direct sales to
industries and federal facilities located in Tennessee. Twenty-three of TVA's 33
major dams and eight of its 12 steam plants are in Tennessee. Four of the seven
nuclear power plants designed to meet TVA's nuclear generating capacity over the
next decade will be located in our state.

Yet the Tennessee Valley Authority is not a concern merely of Tennesseans
or of Senators and Congressmen from the Tennessee Valley. TVA's policies exert an
influence far beyond the boundaries of its seven-state region. TVA is the nation's
largest supplier of electric power. It is the country's largest purchaser of coal,
and the greatest user of stripmined coal as well. It is planning the utility

industry's largest nuclear generating capacity. As a consequence, the practices of

TVA provide a national yardstick for the management of energy supply and demand.
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As a public agency with its vast experience and technical resources, TVA can and
should serve as a model for reconciling energy production with environmental
protection. With the availability and cost of energy of nationwide concern and
independence in energy resources a matter of national policy, the appointment of
a new Director to the Board of the country's largest electric utility will have
consequences of clear and resounding national significance.

Because of its unique status as a federal corporation, TVA is a largely

autonomous institution. As President Roosevelt observed in his message asking

Congress to create the TVA, it is "a corporation clothed with the power of govern-

ment but possessed of the flexibility and initiative of a private enterprise." TVA
has neither to receive formal authorization from Congress for its public works
projects nor to justify its electric rates to any regulatory body. Yet TVA has a
Congressional appropriation for the current fiscal year of $100 million. Its power
program is completely self-supporting, with system revenues in fiscal 1975 of

$1.2 billion and a statutory bond ceiling of $15 billion for system expansion.

TVA employs over 25,000 persons who are covered by its own civil service system.
Its own legal staff defends its practice in the courts. It is subject to no inter-
nal requirements for public participation. In short, the three-member Board of
Directors makes virtually all decisions regarding the Authority's policies and
programs. Because of the power vested in the TVA Board and because of the far-
reaching implications of its decisions, the appointment of TVA's next director is
of exceptional importance.

The character of TVA is a reflection of the character and the vision of
the Directors who provide its leadership. The individual confirmed by the Senate
will assume one-third of the responsibility for charting TVA's course for the
next nine years. At present, TVA's two Directors are divided on several matters of

policy confronting the agency. The vote of the third Director may well determine
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TVA's future direction on a number of critical and controversial issues. In
evaluating Mr. Hooper's nomination, this Comnmittee must consider the variety and
gravity of the questions which it will be his responsibility to decide.

Of the $10 billion increase in TVA's bond ceiling approved by this
Committee, how will the new Director vote in regard to issuance of bonds and
disposition of their revenues? How will he insure that TVA's rates remain at
resonable levels, levels which include the social and environmental costs of
producing power and which encourage energy conservation in line with national
energy goals? What will be his stance concerning TVA's nuclear power program.
particularly in the light of reliability questions raised at Brown's Ferry and
demand justification vigorously disputed at licensing hearings for the Hartsville
plant? What will be TVA's position on other nuclear issues, including the breeder
reactor at Qak Ridge; long-term contracts for uranium exploration and mining in
Wyoming, New Mexico, and South Dakota; and the Nuclear Regulatory Commission's
proposal for a nuclear energy park just south of TVA's Land Between the Lakes
recreation area?

What will be the new Director's position with regard to amendments
recently proposed to the TVA Act? Three such amendments have been introduced by
Senator Bill Brock of Tennessee. These would require by law that TVA Board meet-
ings be open to the public, establish a Citizens' Review Commission for TVA, and
mandate a joint energy conservation study with FEA. Commendable though these
proposals may be, there is no reason that reforms should have to be forced on TVA
from outside. Will the new Board member have the vision and initiative to keep
TVA responsive and to make such changes when the time for changes has come?

How will the appointee view TVA's responsibilities for air pollution

control at its coal-fired steam plants? Officials of the Environmental Protection

Agency have left no doubt they believe that under the Clean Air Act written by this

Committee TVA must install scrubbers for control of sulfur dioxide emissions. TVA
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officials have slated just as loudly that they have no intenlion of installing Uhese
devices. The Supreme Court has recently heard arguments by the State of Kentucky Hhat
TVA must obtain permits under its EPA-approved air pollution control program. Alabama
has sued TVA for $11 million in damages for continued violation of air quality stan-
dards at its Widow's Creek steam plant. Will TVA's new Board member advocate policies
consistent with the spirit of environmental protection laws, or will he continue TVA's
claim of immunity from pollution control standards with which it doesn't agree?

Now that the Authority no longer contemplates buying the Peabody Coal
Company, what alternatives will the Director recommend to assure long-term
availability of coal? Will this be eastern or western coal, high-sulfur or low-
sulfur, deepmined or stripmined, and what price will TVA pay for coal supplies?
How will the next Director respond to a citizens' suit and a Department of the
Interior request contending that, under the Endangered Species Act of 1973, TVA

must preserve the habitat of the snail darter, even if this means halting the

Tellico project on the Little Tennessee River?

These are not questions for the Public Works Committee to decide. They
are decisions for the TVA Board of Directors. If he joins that Board, Mr. Hooper
must answer all these questions and many more. The issue before the Committee
today is simply whether Mr. Hooper is qualified to make public policy decisions
such as these. For reasons which we shall enumerate, the unanimous sentiment of
the organizations which Mr. Williams and I represent is most emphatically that
he is not. And these sentiments are shared by virtually every businessman, power
distributor, and friend of TVA with whom we have spoken about this nomination.

What standard, then, what criteria of talent and competence should this
Committee apply in judging a nominee to the TVA Board? Let me set the record
straight on what we in the Tennessee Valley think that we and the nation deserve.
And let the record show that we intend for the same rigorous standards to apply
not only to Mr. Hooper but also to any successive nominee to the vacancy which

now exists or may occur.
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As the Comnittee knows, the TVA Act itself is rather unspecific in
the attributes required of a TVA Director. According to Section 2, "all
members of the Board shall be persons who profess a belief in the feasibility
and wisdom of this Act." In addition, no Director may have "any interest in
any business that may be adversely affected by the success of the Corporation
as a producer of concentrated fertilizers or as a producer of electric power."
As the Committee also knows, the TVA Act was written in 1933, and only two
members of the 94th Congress were members of the body at that time - the dis-
tinguished chairman of this Committee and the Honorable Representative Wright

Patman of Texas. The social, economic, and environmental conditions of the

Tennessee Valley and the nation have changed considerably since 1933, and

much more is required of a Director today than is literally set forth by the
TVA Act. One has only to recall men of the calibre of Lilienthal, Morgan,

and Clapp to perceive the Presidential appointments which recognized this fact
and to realize the high standards to which this nomination should conform.

We therefore believe that the next Director of TVA must possess six
indispensable qualifications:

1. He must have the professional background - efther through education
or experience - to deal competently with the technical issues of enerqy develop-
ment, supply, and conservation.

2. He must possess proven managerial ability to administer the largest
electric utility and regional development agency in the United States, with a
total assets of $5% billion and a budget in 1975 of over $1 billion.

3. He must have a demonstrated commitment to resource conservation and
environmental protection together with an understanding of the legal, scientific,
and economic issues involved in pursuing these objectives

4. He must possess the capacity for asking the right questions, for
exercising independent judgment, and for making difficult decisfons. He must

be able to communicate both with TVA's supporters and with TVA's critics,
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and to accept constructive recommendations from both quarters He must be able
to defend and explain TVA's actions where necessary and to advocate innovation

and reform where appropriate,

5. The Director must be free of any financial association which might
y 9

give rise to conflict of interest or bias of perspective,

6. Finally and perhaps most important, the next TVA Director must be
an individual of high integrity and unguestionable personal rectitude. He or
she must be a person in whose hands the residents of the Tennessee Valley can
with confidence place the affairs of TVA, a person whose leadership of this
unique institution will prove a credit to the region and to the nation.

Our organizations and numerous others urged the President to seek a
nominee of these credentials long before Mr, Hooper's name was proposed. Regional
and national newspapers have articulated the need for appointment of a qualified
individual. 1 am appending a number of these editorials to my statement and
ask that they be included in the record. Yet, remarkably. these entreaties went
unheeded. Senator George Norris' high hopes for a non-political TVA have been
abandoned; clearly partisan motivations have prevailed in selection of the present
nominee. Our disappointment and displeasure at Mr. Hooper's nomination were in
no way mollified by the knowledge that several qualified and highly recommended
individuals were passed over by the White House in favor of a candidate whose sole
distinction appears to be his popularity with party leaders in Mississippi

In contrast to the many individuals of recognized and extraordinary

qualifications who might have been before this Committee today, James Hooper

meets virtually none of the criteria set forth above, He has no known expertise

in the critical field of energy supply. He possesses not even the administrative

competence to manage his personal business affairs, all of which have ended in

either bankruptcy, financial loss, or civil litigation. His record gives no

indication of familiarity with or advocacy of the ethic of environmental protection.

Mr. Hooper has said that while he doesn't have a knowledge of the many technical
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issues confronting TVA, he retains an "open mind" on these issues.

At the same time, he has already stated, "1 know of no other Republican, with
a chance for White House appointment, who. conscientiously, as I can, could
stick in there and uphold Red Wagner's hand," (Nashville Tennessean, June 22,
1975). Mr. Hooper seems to have cast his allegiance before understanding the choices.

When he himself has come under criticism, he has responded in vindictive and intemper-

ate fashion. Such behavior hardly reflects the intellectual independence and open-

mindedness we seek in a TVA Director. Finally, the information which has come to light

on Mr. Hooper's financial dealings and business associations raises serious and
disturbing questions about his personal judgment and principles.

These are the reasons we have all along argued against Mr. Hooper's
appointment to the TVA Board. In the eight long months since his nomination,
there has emerged yet one more reason, a reason which is the most compelling
of all for his rejection., The reason has to do with the fact that TVA is at a
critical and extremely controversial juncture in its history, Controversy is
not something new to TVA. Indeed the agency was born in the throes of the
Muscle Shoals debate; it weathered a decade of arguments against public power;
it survived the Dixon-Yeates controversy in the Fifties. But the storm which
is brewing now and the winds of public disaffection which are already blowing
challenge the very purpose and credibility of the institution.

I am confident that positive changes and creative solutions will emerge
from the present controversy, but the issues are serious ones and are far larger
than the personalities of the three men who sit on TVA's Board of Directors,

We can recall the bitter struggle which led to President Roosevelt's removal of
Arthur Morgan from the TVA Board and to a joint Congressional fnvestigation of
TVA. It would indeed be tragic if again - as in 1938 - the energies and best
efforts of the people of the region - and perhaps of this Conmittee - were to

be diverted from the substantive issues by a continuing dispute over the character

and competence of TVA's leadership, Yet this is precisely what Mr. Hooper would




among
istitutions, and especially 1 @ faith and

confidence of [ le whose |

ives are affec i by these institutions.
Mr. Hooper apparently fails to understand this fact. He seems not to realize
that the prolong versy over his reputation will severely damage - and
has already damaged - ; ie not thought highly encugh of TVA to withdraw
himself from the nomination - é e opportunities he has been ven - and
to spare the institution : of confidence. This is the most severe of
all indictments against . per and the most fundamental of reasons why this
Committee should find him unfit to become a TVA Director.
When Mr, Hooper's nomination was first announced. we in the Tennessee
Valley were appalled and offended by the low esteem held for our region and
for the Tennessee Va / . We applauded the Committee's decision to
investigation of Mr. Hooper's background., The
in no way di ished our total and unalterable
on; the passage of time has not - and will
not - reconcile us to having Mr, Hooper as a dir ~ of TVA. However, we are
acutely conscious that the Authority is facing important decisions with less than
full leadership. We must put this nomination behind us and allow TVA to get on
with the business ahead
To this end we have do everything possi to persuade the President
to withdraw Mr. Hooper's name and submit a nominee with abilities commensurate
to the post We tried every approach to the White House which private
citizens could er )y. We have called on our Senators and Con
the President to wi aw the nomination. We have asked top officials in FEA,
EPA, and the Council on [ “onmer Quality to urge the President to look again

for a professionally qualified appointment, We have done everything but come to

Washington and beg Mr. | to give us the right person for the job. And why?
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Because we wanted to spare the President, and this Committee, and not

of all Mr. Hooper the embarrassment and the waste of time and resources required
for confirmation hearings on a4 nominee so sadly de ient in qualific

It gives us no pleasure to implore this Committee to reject a nominee
of the President as totally unsuit for a position of public trust.
concern for TVA leaves us no choice, We urge the Committee to recommend against

confirmation of Mr. Hooper. We ask the U.S.Senate to reject his nomination. We

request President Ford to give us an appointment worthy of the national significance

of TVA.
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The undersigned organization endorses the testimony of
Jonathan Gibson of the Tennessee Environmental Council and John P.
Williams of the East Tennessee Research Corporation presented at
hearings of the Senate Public Works Committee on the nomination of
James F. Hooper to the Board of Directors of TVA, February 18, 1976.

We urge the Committee to recommend against confirmation of
Mr. Hooper. We ask the U.5. Senate to reject his nomination. We
request President Ford to give us an appointment worthy of the
national significance of TVA.

Name of organization: ) e, Vﬁt\l€=[ \§¢-£+|0'\,
A} .
Bvaratsra Corn &»«-*“4( ane

Number of members: [ & C

% J\r\\’u"\, Li"x'l%’n’- -h(_.t »‘1.'\
L3¢\ Prvapern o Auve
Noaheotbe Tn, 3715

Mailing address:

Signed by: S_.uL«.Lu b;‘,(.u-l,q.,

Position: hT‘i ! \ji'tb- Date: 2 [I15 [T L
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The undersigned organization endorses the testimony of
Jonathan Gibson of the Tennessee Environmental Council and John P.
Williams of the East Tennessee Research Corporation presented at
hearings of the Senate Public Works Committee on the nomination of
James F. Hooper to the Board of Directors of TVA, February 18, 1976.

We urge the Committee to recommend against confirmation of
Mr. Hooper. We ask the U.S. Senate to reject his nomination. We

request President Ford to give us an appointment worthy of the
national significance of TVA.

Name of organization: Cr‘lzg._u L&TLIQ_MLC!L IQ’L_S“*ﬁe‘L??“#,L‘C s

Number of members: YOG

Mailing address: < Jog T Biiit_‘f = o8

_Ela_caq_._ﬁ.qh__ﬂ._!_?ﬂﬂ.__ s |

Zicnen B __EJ_US_gﬁLf—:\ _____ = e ]

Position: CNKI&{ 'FU\ A5 e Dt _/gi{é ?_‘__ 3

CA-:{‘\‘I‘,WS (ﬁﬁrL




117

The undersigned organization endorses the testimony of

Jonathan
Williams
hearings

Gibson of the Tennessee Environmental Council and John P.
of the East Tennessee Research Corporation presented at

of the Senate Public Works Committee on the nomination of
James F. Hooper to the Board of Directors of TVA, February 18,

1976.

We urge the Committee to recommend against confirmation of
Mr, Hooper. We ask the U.S5. Senate to reject his nomination. We
request President Ford to give us an appointment worthy of the
national significance of TVA.

Name of organization:

Number of members:

Mailing address:

Signed by:

Position:

CLERAN

P 1
-%}.)

2% &
.0, Rex

-
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IS T

Stackulle MS
I\{. x \_'\,\ A .Z\_LWL'\--
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(;Xm;rw%~
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Unfortunately the members of this organization have mot
had the opportunity to read
The-undersigned-esganisafion-endorees the testimony of
Jonathan Gibson of the Tennessee Environmental Council and John P.
Williams of the East Tennessee Research Corporation presented at
hearings of the Senate Public Works Committee on the nomination of
James F. Hooper to the Board of Directors of TVA, February 18, 1976.

BUT = We urge the Committee to recommend against confirmation of
Mr. " Hooper. We ask the U.S. Senate to reject his nomination. We
request President Ford to give us an appointment worthy of the
national significance of TVA.

Name of organization:

Number of members:

Mailing address:

Signed by:

Position:

Envirommental Aotiom Coumeil of Memphis

Average monthly mewsletters - 300.

P. 0. Box 4526, Memphis, Tennessee 38104

Va2 7 aéot--ﬂ- 22 #{r!—(‘d/

Sesvetary pDate: Feb. 15, 1976

At request of President Joseph D. Haas
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The undersigned organization endorses the testimony of
Jonathan Gibson of the Tennessee Environmental Council and John P.
Williams of the East Tennessee Research Corporation presented at
hearings of the Senate Public Works Committee on the nomination of
James F. Hooper to the Board of Directors of TVA, February 18, 1976.

We urge the Committee to recommend against confirmation of
Mr, Hooper. We ask the U.S, Senate to reject his nomination. We
request President Ford to give us an appointment worthy of the
national significance of TVA.

- - G 1 P i e
Name of organization: Georgia Forar Project

Number of members: approx. 500-€00 statev!de

Mailing address: e/o Col. H. Ed Ma=tin Jr. 1000 Candler Bldg. Atl,

Atlanta, Georgia

Signed by: Neill Herring

Position: Vice-President
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The undersigned organization endorses the testimony of
Jonathan Gibson of the Tennessee Environmental Council and John P.
Williams of the East Tennessee Research Corporation presented at
hearings of the Senate Public Works Committee on the nomination of
James F. Hooper to the Board of Directors of TVA, February 18, 1976.

We urge the Committee to recommend against confirmation of
Mr. Hooper. We ask the U.S. Senate to reject his nomination. We
request President Ford to give us an appointment worthy of the
national significance of TVA.

? 7 o . -
Name of organization: { . 4 s Srnd _3’:17‘! sy Fome /

Number of members:

Mailing address:

Signed by:

Posgition:




The undersigned organization endorses the testimony of
Jonathan Gibson of the Tennessee Environmental Council and John P.
Williams of the East Tennessee Research Corporation presented at
hearings of the Senate Public Works Committee on the nomination of
James F. Hooper to the Board of Directors of TVA, February 18, 1976.

We urge the Committee to recommend against confirmation of
Mr. Hooper. We ask the U.S. Senate to reject his nomination. We
request President Ford to give us an appointment worthy of the
national significance of TVA.

Name of organization: KiLLmﬁ-ttcs ( L ¢M44LJ

: 4
e fi L(gU AL 4G f l:Luaux
} f

Number of members: 00O

Mailing address: lﬁ_ﬁ_;ﬂLﬁLLwéif_ Cal ﬁAJ?‘:.;ﬂ

5 =
Signed by: -J)(}h]{:‘ | ok 4

Posgition: [\5|Jf{1h\1
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The undersigned organization endorses the testimony of
Gibson of the Tennessee Environmental Council and John P.
of the East Tennessee Research Corporation presented at

of the Senate Public Works Committee on the nomination of
Hooper to the Board of Directors of TVA, February 18, 1976.

We urge the Committee to recommend against confirmation of

Mr. Hooper. We ask the U.S5. Senate to reject his nomination. We
request President Ford to give us an appointment worthy of the

national

Name of organization:

significance of TVA.

Number of members:

Mailing address:

Signed by:

Position:
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The undersigned organization endorses the testimony of
Jonathan Gibson of the Tennessee Environmental Council and John P.
Williams of the East Tennessee Research Corporation presented at
hearings of the Senate Public Works Committee on the nomination of
James F. Hooper to the Board of Directors of TVA, February 18, 1976.

We urge the Committee to recommend against confirmation of
Mr. Hooper. We ask the U.S. Senate to reject his nomination. We
request President Ford to give us an appointment worthy of the
national significance of TVA.

Tennessee Scenic Rivers Association

Name of organization:

Number of members:

Box 3104, Nashville, Tennessee

Mailing address:

Signed by: ’ A} Jisk Creswell

Ponltions President 1 Date: __}ubruary lz,“l??b
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The undersigned organization endorses the testimony of
Jonathan Gibson of the Tennessee Environmental Council and John P.
the East Tennessee Research Corporation presented at
hearings of the Senate Public Works Committee on the nomination of
James F. Hooper to the Board of Directors of TVA, February 18, 1976.

Williams of

We urge the Committee to recommend against confirmation of
Mr. Hooper. We ask the U.S. Senate to reject his nomination. We
request President Ford to give us an appointment worthy of the
national significance of TVA.

Name of organization:

Number of members:

Mailing address:

Signed by:

Position:




126

The undersigned organization endorses the testimony of
Jonathan Gibson of the Tennessee Environmental Council and John P.
Williams of the East Tennessee Research Corporation presented at
hearings of the Senate Public Works Committee on the nomination of
James F. Hooper to the Board of Directors of TVA, February 18, 1976.

We urge the Committee to recommend against confirmation of
Mr. Hooper. We ask the U.S5. Senate to reject his nomination. We

request President Ford to give us an appointment worthy of the
national significance of TVA.

wame o oxgmmssation: Dzdb sl onmlfdhl S Aoeity

Number of members: / E;

/
Mailing address: Mﬂmm_____ e

Signed by:

Position:
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The undersigned organization endorses the testimony of
Gibson of the Tennessee Environmental Council and John P.
of the East Tennessee Research Corporation presented at

of the Senate Public Works Committee on the nomination of
Hooper to the Board of Directors of TVA, February 18, 1976.

We urge the Committee to recommend against confirmation of

Mr. Hooper. We ask the U.5. Senate to reject his nomination. We

request
national

Name of

President Ford to give us an appointment worthy of the
significance of TVA.

organization:

Number of members:

Mailing

address:

Signed by:

Position:
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The undersigned organization endorses the testimony of
Jonathan Gibson of the Tennessee Environmental Council and John P
Williams of the East Tennessee Research Corporation presented at
hearings of the Senate Public Works Committee on the nomination of
James F. Hooper to the Board of Directors of TVA, February 18, 1976.

We urge the Committee to recommend against confirmation of
Mr. Hooper. We ask the U.S. Senate to reject his nomination. We
request President Ford to give us an appointment worthy of the
national significance of TVA.

Name of organization:

Number of members:

Mailing address:

Signed by:

Position:
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Sunday, July 20, 1975

Mr. Hooper Not The Man
For TVA Directorship

MR. JAMESF. Hooper is not the right
4 person to become a TVA director
and President Ford should wilhdraw his
nomination.

Not only has Mr. Hooper failed to
exhibit a single qualifying trait for the job,
but his background is replete with evi-
dence of his lack of qualifications.

This is not because of his business
failures, which have now become well
known. Competent men occasionally run
into a streak of bad luck and suffer
temporary business reverses.

But Mr. Hooper's failures are charac-
lerized by a dismal consistency and a
pattern of manipulation and wheeler-
dealing which raise danger signals
against putting this type person on the
TVA board.

Some indication of Mr. Hooper's unfit-
ness for the TVA board is to be found in the
bankruplcy court record of Mr. Hooper's
business partner, Mr. Everett Hope
Brooks.

The record is an almost impenetrable
swampof questionable business practices
such as check-swapping and the frequent
transfer of funds between accounts. The
sworn testimon) s — in the termi-
nology of Watergate — of “money laun-
dering."

Mr. Hooper and Mr. Brooks were
partners in a business enterprise, Mr.
Hooper's dairy in Columbus, Miss., where
the TVA nominee lives. They were busi-
ness associates in a small insurance com-
pany then based in Alabama and a now
bankrupt dairy processing concern in
Atlanta, which they acquired for $5,000
from a man who had just bought it for $100
— along with its $385,000 in debls.

The man from whom they bought the
Atlanta firm — Mr. Henry L. McMahan,
who stayed on as manager of the dairy
processing operation, Little River Farms
— lestified that when he needed money to
carry on the operations of Little River
Farms he would telephone Mr. Hooper.
Later he would get checks {rom Mr.
Brooks. He said that some of the checks
would be made out to him personally and
that he was instructed by Mr. Brooks to
deposit the money in his personal account
and then write **back to back™ checks on
his account and deposit the money in the
account of Little River Farms.

Mr. McMahan testified that in all he
received $133,000 from AMr. Brooks, of
which §34,000 was drawn from the insur-
ance company, Standard Union Life. Mr.
Brooks was president of Standard Union
and Mr. Hooper was a fellow director in
both Standard Union and Little River
Farms.




Mr. McMahan said the money was
handled in that way “for reasons unk-
nown." Mr. Hooper says he only did what
Mr. Brooks suggested that he do.

Standard Union was in financial trouble
al the time. So was the dairy processing
plant, Mr. Brooks went bankrupt a few
months after the purchase of Little River
Farms.

In December, 1968, less than a year
before Mr. Brooks went bankrupt, Mr
Hooper's 1400-acre farm at Columbus,
then held in partnership with Mr. Brooks,
was transferred to Standard Union Lile
for $10 “‘and other considerations."

On August 19, 1969, the Standard Union
board of directors — consisting of Mr.
Brooks, Mr. Hooper and Mr. Brooks's wife
— voted to convey the Mississippi farm
back to Mr. Hooper.

That Mississippi farm was a “conduit™

for a strange pattern of flinancial manipu-
lation with Mr. Brooks depositing more
than §500,000 over a period of years from a
variety of sources — including $100,000
from Standard Union Life.

Mr. Hooper, in his deposition in the
bankrupley ease, was unclear about the
meaning of these unusual business ar-
rangements.

He acknowledged that his farm's ac.
= count was a “conduit™ that Mr. Brooks
used for financial dealings

Hesaid he pul money intothe account of
the farm at Mr. Brooks's instruction and
took it out the same way. *‘Boom, boom!
Inand out,” he testified as he told how, on
one occasion, he turned $65,000 over to
Little River Farms.

Although testimony showed that he held
a third of the slock in Little River, Mr.
Hooper testified that he held stock only
“for about 10 minutes' and denied at one
point that he knew the “‘definition" of
stockholder.

Mr. Hooper says there was nothing
“wrong" in anything he did. He has not
been charged. indicted or convicted of any
criminal conduct.

But is this the man who should play a
major role.in the administration of a
federal agency which holds $5 billion in
assets, does a pross volume of 51 biilion a
year and handles §400 million in pur.
chases? Obviously not. It is hard to be-
lieve President Ford knew of Mr
Hooper's background when he nominated
him to the TVA board.

This newspaper, which began its inves.
tigation of Mr. Hooper's background sev-
eral weeks apgo, still has not been able to

jece together the full story of all Mr.
fioopcr's business ar e s. The
T[’ﬂﬂ[‘ﬁ&[‘«??]]}- ‘u"t"\]{"' acquireaccessta
documents now or n {ederal court in
Memphis and is loc il rrecords
in Afab.‘.nm. G ) 5i and
Arkansas. Bul er [a ernis clear
to lead The Te n lo oppose Mr.
Hooper as a TVA director.

TVA is facing one of the most trying
periods in its history and it needs people of
stature and proven ability at its helm.

TVA's consumers don't want to have
their electric power rates set and other
important policy decisions made by a
person of Mr. Hooper's demonstrated
ability in financial sleight-of-hand.

The Senate Public Works Commiltee,

tion hearings

: uld go

through the nominee’s record with a
critical eye.

Sen, Howard Baker, R-Tenn
member of the committee, has exprn
a keen interest in {
Hooper's business
by the ban!
hoped that Sen
prestigetohave afl prot
all of Mr. Hooper's back and will
use his skill in cross examination to help
elicit all of the facts

Hopefully the FBI, which was supposed
tolook into Mr. Hooper's record before the
White House nominated him, will do a
better job of providing a full record to
President Ford

If the President then persists in pushing
Mr. Hooper instead of withdrawing the
nomination, it will be obvious that politi-
cal considerations in this administration
transcend all else in the selection of TVA
beard members.
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1975

New Name For TVA Post

RESIDENT Ford's ill-considered no-
mination of Mr. James F. Hooper of
Columbus, Miss., to be a TVA board
.member conlinues to draw mounting op-
position, even from some who would be
expected to look for reasons to side with
the President.

Sen. William E. Brock, R-Tenn., an
uncompromising conservative who has
never held much sympathy for the TVA
concept, is among the latest to choke on
the Hooper appointment and to note the
nominee’s singular lack of qualifications
for the post.

*“As far as I know, Mr. Hooper seems to
be a very nice man," Senator Brock said
last weekend. “But I studied his record
carefully and1 just can’t find a single field
where he has qualifications that recom-
mend him for what is really a crisis
situation in the operation and manage-
ment of an agency like TVA."”

Senator Brock said he was prepared to
make a one-man effort, if necessary, to
prevent Mr. Hooper's confirmation. *'Our
people need a new man on the TVA board
whose background experience and special
abilities are such as to give the people
hope something will be done to pull TVA's
cost of producing power down,'' he
said.

Mr. Brock's rejection of Mr. Hooper is
not an indication that the Tennessee sena-
tor has had any basic change of view

toward TVA, or public power, or other
progressive government policies which
many Tennesseans regard as vital to their
welfare.

However, itis anindication that persons
of all political persuasion — with the
exception of Mr. Ford and the congressio-
nal delegation from Mr. Hooper’s home
state — are of one mind in judging the
Columbus dairyman to be unfit fora TVA
board post.

Anyone Senator Brock would approve of
for the TVA job might not be acceptableto
a majority of those who want to see TVA
progress and fulfill its original mission to
serve asa yardstick for the cost of electric
power production. But that would be a
disagreement based on differing political
philosophies. When it comes to recogniz-
ing Mr. Hooper’s lack of qualifications, it
is easy for almost everyone to agree.

Senator Brock said he hoped it would not
become necessary for him to lead an
efforttoblock Mr. Hooper's confirmation.
This is the hope throughout the valley. Mr.
Ford should withdraw Mr. Hooper's no-
mination and name another, more quali-
fied person for the TVA post.

The President will not find a nominee
who will be supported by everyone. But he
should at least be able to find a person of
satisfactory qualifications who would not
be opposed by everyone except his politi-
cal backers.
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Thursday, September 11, 1975

Mr. Ford Should Withdraw

Mr. Hooper’s Nomination

THE WASHINGTON Post is the latest
newspaper challenging the qualifi-
cations of Mr. James F. Hooper to serve
as the new director of the Tennessee

Valley Authority.

Theliberal national newspaper, located
in the nation’s capital, joins publications

within the Tennessee Valley to say that
there are very real reasons why Mr.
Hooper should not be named to the three-
member TVA directorate.

Conservative U. S. Sen. William Brock,
the Tennessee Republican who usually
supports President Ford, has said he will
lead the fight against Mr. Hooper, who
was picked by the President to be a TVA
director. The Tennessean was on record
early editorially opposing Mr. Hooper.
This newspaper published a series of
articles discussing Mr. Hooper's pust
business activities and found this record
did not commend him to the job for which
he was nominated by the President.

Mr. Hooper has served as an official of
business enterprises whose accounts were
used — by his ownterm — asa “conduit”
to transfer funds. There are documents
and testimony to indicate that he was a
central figure in a check-swapping opera-
tion in which money went from one con-
cern he served as a director to another on
whose board he served.

In some of his own past testimony Mr.
Hooper'srole as a director was clouded by
his uncertainty as to whether he was on
the company's board at a given time.

Mr. Hooper's posture has been not to
talk with newsmen about his past business

affairs — despite the fact that he wants to
be named to the board of a federal agency
that controls a multi-billion dollar opera-
tion.

To be as kind as possible about it, Mr.
Hooper has nothing in his past to indicate
that he is up to that sort of an assignment.
And various elements of his background
argue against his appointment. Consider-
ing his record as a director in private
enterprises it is not surprising that oppo-
sition to his appointment now has reached
the nation’s capital.

Reports are that Mr. Hooper wants to
appear before the Senate committee con-
sidering his nomination and “clear his
name." Since he has not been accused of
illegal or unlawful activity, that is hardly
necessary. But surely he should have the
right to offer whatever testimony and
documents there might be to cast his
nomination in the most favorable light.

That, however, will not change the fact
that President Ford should never have
called upon a Mississippi dairy farmer of
Mr. Hooper's standing to take on a mon-
umental task that touches in a real way
the enormous energy needs of this na-

tion.

Whether or not Mr. Hooper appears
before the Senate committee to testify in
his own- behalf, the President, in the
interest of TVA, should withdraw Mr.
Hooper's name {rom consideration at the
earliest practical moment and name a
TVA director who is committed to public
power necds and conservation programs
that will lead the countryinatime of acute

cnergy shortages.
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September 1l, 1975

Common Concern For TVA

HE TENNESSEE congressional dele-

gation's almost solid oppesition to

Mr. James F. Hooper as a TVA board

member is an encouraging sign of agree-

ment on the seriousness of the problems

facing electric power consumers in the
valley.

Members of Congress of widely diver-
gent political philosophies are practically
unanimous in their opinion that Mr,
Hooper could contribute nothing to the
solution of the problems.

Sen. William E. Brock, III, a conserva-
tive Republican, has expressed the view
that Mr. Hooper lacks qualifications and
has said he would lead afloor fight against
the Mississippi Republican’s confirma-
tion to the TVA post if that becomes nec-
essary.

Rep. James H. Quillen, Republican
from the First District, has said Mr.
Hooper's nomination has led to so much
criticism that he feels the Mississippian's
appointment “‘would not be in the best
interests of TVA..." Both Senator Brock
and Representative Quillen have called on
President Ford to withdraw Mr. Hooper's
nomination.

The state’s other Republican senator,
Mr. Howard Baker Jr., hasnot committed
himself publicly on the issue because he is
the ranking Republican on the Public
Works Committee which will hold confir-
mation hearings on Mr. Hooper's nomin-
ation. It is understandable that the sena-

tor would want to keep an open mind on
the question until the hearings have been
conducted.

Another Republican congressman,
Rep. John J. Duncan of Knoxville, has
opposed Mr. Hooper's nomination, as
have Democrats Joe L. Evins, Ed Jones
and Marilvn Lloyd. Other than Senator
Baker, Rep. Robin L. Beard, Republican,
and Harold Ford, Democrat, are the only
members of the delegation who have not
announced their positions.

Although there is a wide variety of
political opinion represented in the dele-
gation, including differences with respect
to the merits of public versus private
power, there is near-unanimous agree-
ment on the need to strengthen TVA and
protect it from being undermined by
mediocre board members.

This reflects a concern for the people of
the valley and their economic well being.
Although there may be wide disagree-
ment among the delegaticn members
about what policies TVA should follow,
there seems o be no disagreement that
the valley deserves the best qualified
persons possible on the TVA board mak-
ing decisions that affect the pocketbook of
every power user in the state.

It is too bad that TVA and its customers
get this kind of positive representation
{rom some in Congress onlv in a period of
energy crisis. It is the kind the valley
could use more of at all times.
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Playing Politics With TVA

SPEAKING IN Knoxville last week,
President Ford said he will let his nomin-
ationof Mr. James F. Hooper to the board
of the Tennessee Valley Authority take its
course in the Senate. However, it must be
asked if the hearings of the Senate Public
Works Committee, scheduled for late this
month, serve any useful purpose or
whether they simply delay the filling of
the board's third seat, now vacant for
almost five months.

Investigations by this newspaper and
others have cast serious doubts about the
quality of service which Mr. Hooper, a
Mississippi businessman, could render to
the TVA. His past business activities do
not commend him for the post. They
indicate he was a cental figure in one
check-swapping operation, and that other
businesses with which he was associated
were used as a “‘conduit” — his own term
— to transfer funds.

In addition to editorial opposition from
this newspaper, Mr. Hooper faces nu-
merous congressional adversaries, in-
cluding Sen. William E. Brock, R-Tenn.
Senator Brock, uncompromising in his
conservatism and almost unswervingly
loyal to President Ford, said, “But 1
studied his (Mr, Hooper's) record care-
fully and I just can't find a single field
where he has gualifications that recom-
mend him for what is really a crisis
situation in the operation and manage-
ment of an agency like TVA."

That isthe crucial point. TVAisfacing a
crisis: Former supporters are now asking
if the agency has joined the ranks of the
big, private utilities and is gouging the
public. This is a most serious charge
against an agency established to serve the
public and to be a ““yardstick’ to measure
the cost of producing energy.

The third seat must be filled by a man
who can argue the public interest and
assure the people that they are being
served well by the agency. Mr. Hooper is
not such a man; since publication of facts
about his past, Mr. Hooper has avoided
reporters.

Perhaps, he believes he can answer his
critics during the Senate hearings. How-
ever, the President indicates he has
doubts about his nominee's success with
thecommittee. In Knoxvillethe President
said he has a back-up list ready, but
thought it premature to discuss it until the
Senate acted.

ARepublican source told areporter that
the administration’s *‘game plan" is to let
the nomination die in committee. Such a
maneuver will let the President goback to
Mississippi Republicans with clean
hands

That may be good politics and it may be
the best that TVA can expect from a
Republican administration, but it should
be a source of outrage to the voters of the
Tennessee Valley region
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- * Mr. Hooper's Nomination

Should Not Be Revived

THE NOMINATION of Mr. James F.
Hooper 111, Columbus, Miss., dairyman
and businessman, to be a TVA board
member will die with the expiration of this
session of Congress.

President Ford could re-submit the
-nomination in January, but he would be
'wise nol to do so. The appointment is
clearly in trouble in the Senate and the
chances are good that confirmation will
be denied.

. The Senate Public Works Committee
.has had the nomination since June 12 but
hastaken no action. Hearings were [inally
set for Dec. 8-9. But two of Mr. Hooper's
strongest supporters, Senators James
Eastland and John Stennis, Mississippi
Democrats, have asked that the hearings
be postponed until after the first of the
year, and the committee has complied.

The senators said the reason they want-
cd a delay was that the two-day hearings
would not provide sufficient time for the
discussion. However, their request was
interpreted by some as meaning that the
Mississippi senators had given up on Mr.
Hooper's nomination.

But Mr. Hooper maintains his nomina-
tionis very much alive and says he will not
ask the President to remove his name
from consideration for the TVA post.

This is unfortunate, for any attempt to
force the nomination through is bound to
lead lo a lengthy confirmation baltle
which can only be a detriment to TVA.

Perhaps no board nomination in the
history of TVA has been as controversial
as Mr. Hooper's. The nominee's lack of
gualifications for a TVA board seat has

drawn opposition from both sides of the
political fence.

EvenSen. William Brock, R-Tenn., who
would be expected to support Mr. Ford,
has balked at Mr. Hooper's nomination.
Senator Brock said he had studied the
nominee’s record carefully “and I just
can't find a single field where he has
qualifications that recommend him for
what is really a crisis situation in the
operation and management of an agency
like TVA."

The nomination should not be revived
after the first of the year. Too much time
and money have already been spent in
trying to put Mr. Hooper on the TVA
board. The Senate Public Works Commit-
tee disclosed recently that the cost of its
investigation of Mr. Hooper's business
dealings had pushed the committee over
its budget for the current fiscal year and
made it necessarytorequest an additional
$20,000to get through the rest of the year.
The committee said it needed $16,000 of
the money to pay the General Accounting
Office for personnel “borrowed for the
Hooper investigation.

It is not known what the Senate com-
mittee investigators found out about Mr.
Hooper's business dealings. But it seems
possible that Senators Eastland and Sten-
nis had some indication of what it was
when they asked that the confirmation
hearings be postponed past the date when
the nomination would automatically ex-
pire. :

The best interests of everyone — TVA
and its customers, the Ford adminisira-
tion and Mr. Hooper himself — would be
better served if the nomination were
permilted to remain expired.
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Mr. Hooper’s Nomination
Should Not Be Approved

THE SENATE Public Works Com-
mittee will begin hearings this week on
the nomination of Mr, James F. Hooper
to the Tennessee Valley Authority's
board of directors. It should reject the
appointee.

Perhaps no board nomination in the
history of the TVA has been as con-
troversial as Mr. Hooper’s. His lack of
qualifications for the TVA post has
drawn opposition from both political
parlies, from citizens, from publica-
tions in the Valley, and from The
Washington Post.

:Sen. William Brock has expressed the
view that Mr. Hooper lacks qualifica-
tions. The senator said he had studied
the nominee’s record carefully “and 1
just can't find a single field where he

asqualifications that recommend him
for what isreally a crisis situationin the
operation and management of an
agency like TVA.”

Thestate's other Republican senator,
Sen. Howard Baker, has declined to
commit himself publicly because he is
the ranking GOP member of the com-
mittee which will hold confirmation
hearings on Mr. Hooper.

Rep. James H. Quillen, Republican
from the First District, has said Mr.
Hooper’s nomination has led to somuch
criticism that he feels the appointment
“would not be in the best interests of
TVA.”

Another Republican, Rep. John Dun-
can of Knoxville, has opposed the no-
mination, along with Democratic Reps.
Joe L. Evins, Ed Jones and Marilyn
Lloyd.

! ‘This newspaper was on record early
in epposing Mr. Hooper editorially. It
had examined closely Mr. Hooper's

past business activities and in a series
of articles, dealt with that record.

It can be said that there is a wide
variety of political opinion represented
in the combined opposition to Mr.
Hooper. There is a variance of philo-
sophical outlook even for the TVA and
its policies. But there is broad agree-
ment among the opposition that the
Tennessee Valley and the TVA vitally
need the most highly qualified person
available on the board.

The TVA’s role in resources, flood
control, and the generation of electrical
power for the region, including its entry
into nuclear power generating plants,
makes it mandatory that its top leader-
ship be exceptional and well-qualified
to make decisions that affect the pock-
ethooks, the quality of life and the

ublic safety of residents in the Val-
ey.

It is hoped that members of the
committee considering Mr. Hooper
take these vital factors into account
when the hearings get under way.

The committee has, or should have,
before it theresultsof its own expensive
investigation. It was disclosed last fall
that the probe of Mr. Hooper’s business
dealings had pushed the committee
over ils budget.

It still isn’t publicly known what the
committee investigators found out
about Mr. Hooper and his business
dealings, but presumably they found
many of the things this newspaper
found. A weighing of the record should
lead the committee to the same conclu-
sions that this newspaper reached:

Mr. Hooper is not qualified to serve
on the board of the TVA, and his
nomination should be rejected.
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PACE B6

SUNDAY, MARCH 16, 1975.

The TVA Directorship-

With the nine.year-term of Don
McBride as a TVA director ending in
May, interest is mounting on President
Ford's possible selection for the post. Mr.
MecBride, a midwestern reclamation

engineer prior to his appointment in 1966,
has said that at 71 years of age he is not a
candidate for another term.

Already various groups are recom-
mending names of possible nominees, Mis-
\sissippians have suggested James F.
Hooper, a Republican businessman from
the northeast area of the state served by
TVA. Alabamans are not united behind
any one person. Among those whose hats
have been thrown into the ring are
Maynard Layman, a Decatur, Ala.,
newspaperman; Charles R. Mitchell, who
has been Sen. James Allen's executive
secretary; and Thomas L. Longshore of
Birmingham, an official of the Alabama
Power Co.

Members of the Tennessee legislative
delegation have not come up with a re-
commendation, although we feel sure they
will,

There are no hard and fast require-
ments for membership on the board as to
residence or experience, nor should there
be. Citizens of the region have an un-

derstandable belief that someone familiar
with its problems and its people may
serve more capably than a nomince with
the same qualifications from some other
seclion>

The TVA act does say specifically,
however, that “all members of the board
shall be persons who profess a belief in
the feasibility and wisdom"' of the statute.
This was obviously written in to prevent
the choice of someone bent on dismantling
the TVA or warping its concept of unified
development for the Valley.

We add the hope that in this eéra of
energy crisis someone with wide ex-
perience in the field of power production be
considered. The name of Carroll V.
Kroeger, until recently head of Tennessee’s
energy office, suggests itself in this regard.
He has had worldwide experience in power
development, particularly in the use of
natural gas, and he has more than a nod-
ding acquaintance with nuclear energy.

The appointment is for Mr. Ford to
make. He has innumerable individuals to
consider on whose qualifications we have
no way to pass judgment. Since the ap-
pointment is of such great importance to
the Valley, however, we do trust that the
best available talent is drawn on to help
direct the Authority's affairs.
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TUESDAY, NOVEMBER 25, 1975.

The TVA Appointment

Senate hearings on the confirmation of
James F. Hooper 11l as a director of the
Tennessee Valley Authority have been put
off until sometime next vear. The pro-
longed delay may signal the desire to give
Mr. Hooper a graceful way to bow out.
However, he has said he has no intention
of asking that his name be wilhdrawn by
the White House,

Donald McRride's term as a director
expired last May. President Ford appoint-
ed Mr. Hooper, a Mississippi Republican,
to the post, subject lo Senale approval.
Within a short time, sharp opposition de-
veloped to the nomination, Queslions were
raised as to some of his business dealings,
his knowledge and understanding of the
TVA's programs, and his attitude on en-
vironmental protection.

Months went by before the Senale
would even set a date for the hearings,
finally scheduled for early December. The
request for further delay came from Mis-
sissippt’s two Democratic senators who
had supported the nomination. It is

enough to encourage a beliel that their in-
terest in his conlirmation is dwindling.

Mr. Hooper would do well under the
circumstances to withdraw, and the Ad-
ministration — already under fire for
other appoinlments — would do well to en-
courage him. The authority directorate
has been at less than full strength too long
already.

Should the opportunity for appointment
be recreated, we hope that geographical
considerations will be buried under more
important elements. We understand that a
resident of the TVA service area might
have a betler knowledge of Valley pro-
blems early on in his tenure, but his ex-
perience and knowledgeability in the
types of programs TVA engages in would
be far more important in the long run,
whether he is from Mississippi or Maine,
Tennessee or Texas.

We hope Mr. Ford will have another
opportunity to nominate a TVA direclor;
we also hope he puls real qualifications at
the top of the list of requirements for his
cho:ce,
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PRESIDENT FORD should spare himself
further political embarrassment and withdraw
his nomination of Mississippian James Hooper
for a seat on the board of directors of the
Tennessee Valley Authority

The Senate Public Works Committee has
indefinitely postponed hearings on Mr. Hoo-
per's nomination, pending an investigalion
into the financial background of this Republi-
can loyalist and promoter of bankrupt busi-
nesses
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Opinion

TVA deserves a hetter deal

INCREDIBLE as it may seem, the momi- McBride retired. Left on the !v.arrl are Chair-
nation of James Hooper, the spectacularly un- man Aubrey Wagner and William Jenkins,
successful businessman chosen by President who sometimes disagree on vital issues, such
Ford for the board of the Tennessee Valley as licy on expanding
Authority, is still alive if not well in the ating capacity. The or
United Staies Senate, was that such maj
. Mr. Hooper's unfitness for the $39,000 post by a full, three-mes
“as one of the three fulltime dire 5 Indeed,
aclively oversee TVA was demonstrated so in Congress and in TVA's st service
fully last year that it is stretching a point to area whether even the ) 1 board is
call it controversial. The nomines resented sufficiently responsive and responsible to the
no qualifications in eitl 1 energy  public interest. itor Br d Senator
or conservation, plus a tangled business record Wendell rd have off |
as a promoler of a failed dairy, a failed pet for broade
food (‘(-mmm and a defunct insurance com- matters, 3
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FRIDAY, SEPTEMBER 5, 1975

The Washington Post

“AN _INDEPENDENT NEWSPAPER
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New York Times April 9, 1975

T.V.A., a National Asset

President Ford is soon to choose a nominee to fill a
vacancy on the three-member board which governs the
Tennessee Valley Authority. It is one of the more im-
portant appointments that a President makes because of
the length of the term—nine years—and because of the
continuing importance of the T.V.A.

Since its creation in 1933, the T.V.A. has grown (o
become one of the largest utilities complexes and the
largest purchaser of coal in the nation. The Authority is
soon to decide whether it should buy the Peabody Coal
Company, the world's biggest coal producer. The policies
set by T.V.A. concerning the development of nuclear
power and the purchase of strip-mined coal have wide
influence throughout the utility industry,

Under these circumstances, it might seem lozical that
the President would try to find a figure of outstanding
experience and reputation who could consider the many
difficult issues of energy production and environmental
protection with sensitivity and wisdom, a figure com-
parable to David Lilienthal and Gordon Clapp, who served
the T.V.A. in an earlier period.

Unfortunately, however, the backstage maneuvering
over this appointment has turned into a parochial squab-
ble involving the Senators from Alabama, Tennessee and
Mississippi. The qualifications of most of the candidates
being discussed are as undistinguished as the reasons
for proposing them are narrow, One leading candidate,
for example, is the husband of the G.0.P, National Com-
mitteewoman from Mississippi, where local Republicans
are said to be clamoring for White House “recognition.”

This appointment is too important and for toc long a
term for President Ford to treat it as a purely regional
matter, much less a political payoff. This misplaced
regionalism has already triumphed in the President’s
nomination of former Gov. Stanley K. Hathaway of
Wyoming to be Secretary of the Interior. A recurring
theme in comment on the Hathaway nomination was that
it restored the Interior post to the Far West after the
retirement of outgoing Secretary Rogers C. B. Morton of
Maryland

It is worth recalling that the greatest Secretary of the
Interior in recent decades was not a Wesierner but a
Chicago lawyer named Harold L. Ickes, Similarlv, the
Tennessee Valley Authority was the inspired creation not
of a Southerner hut of George Norris of Nebraska and
Franklin D, Roosevelt of New York. Neither the |nterior
Department nor the T.V.A. belongs to any rezion. Both
helong 1o the nation and deserve to be led by _the most
talented persons that the President can recruit,
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Senator Ranxporer. Mr. Williams?

STATEMENT OF JOHN PHILIP WILLIAMS, EAST TENNESSEE
RESEARCH CORP.

Mr. Winniams, Thank you, Mr. Chairman, 1 appreciate the oppor-
tunity to be here today. My full name is John Philip Williams. T am a
lifelong resident of Tennessee. 1 presently live in Jacksboro, Tenn.,
about 35 miles north of Knoxville,

Senator Raxporrn. Would east Tennessee include, let's say,
Kingsport?

Mr. Wirniavs. Kingsport would be further east.

Senator h,-\\1m|.z-n. Further east?

Mr. Winniams. Right.

Senator Baxer. Jacksboro, Mr. Chairman, is best located as being
22 miles east of Huntsville. It is the center of the known universe and
also my hometown.

Senator Raxporrn, I remember, I spoke in the mountains of east
Tennessee. You have mountains there, do you not?

Mr. Witniams., Very much so.

Senator Raxporen. This was such a long time ago that I should
not remember it or even recall it. I went in by a narrow trail road.
That is what was operative at that time, It was (i;l(‘l'nli\‘(‘ but not on a
long time schedule because 1 arrived an hour and 40 minutes late. 1
was to address a meeting and I remember a person who met me and
grabbed me. We rushed up the hillaide- into the anditorium.

[ attempted to take my sea ]nlt [ barely touched it because he
moved the podium ului he \:ml “Ladies and gentlemen, the train
pulled in with a jerk.” It was an unusual introduction but it was one
that got me off on the right foot.

So I do remember your area very well. I have traveled throughout it.
What you discuss here today as Tennessee and as the area embraced
by the Tennessee Valley Authority, I know just as I know the valleys
and mountains of West Virginia,

Mr. Winttans. I think in many respects our area is similar to
West Virginia, Senator.

Senator Raxporpn. Yes, that is true. When you are here talking
about the Tennessee Valley Authority, I commend you for coming
before the committee as I would commend anyone coming before the
committee and testifying on this important subject matter, regardless
of the person who had been nominated by the President for the
position. Because I feel that the impact of the Tennessee Valley
Authority, its yesteryears, its present, yes—but you are thinking in
terms of the future of this unique, significant and substantial clmv]up-
ment. Proceed.

Mr. Wirtiams. I am a staff attorney with the East Tennessee
Research Corp., which is a nonprofit organization that does research
on social, economie, and environmental 1ssues of importance to com-
munity organizations in the Tennessee Valley and provides counsel
and technical assistance to these organizations upon their request.
Some of our research and technical assistance to these organizations is
on issues involving the Tennessee Valley Authority ( TVA).
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In early 1975, several months before the expiration of Donald
MecBride’s term on the TVA Board of Directors, our organization pre-

ared some short research papers describing the TVA Board of

irectors, the way that its members are selected, and some brief back-
ground sketches on several men who were being mentioned in the press
as the leading candidates for Mr. McBride’s seat on the Board.

Subsequently, when it was widely reported in the press that the
President was planning to nominate James F. Hooper for the position,
our research focused more closely on Mr. Hooper. At the same time
that our organization was researching Mr. Hooper’s background, other
Tennessee environmental organizations and several leading Tennessee
Valley newspapers began a similar research effort.

The facts that we are presenting to this committee about Mr.
Hooper’s background and qualifications are based almost entirely on
the independent research done by our organization and some of the
other groups which have endorsed the testimony of Mr. Gibson and
myself.

We compiled these facts because we wanted the public to know
what kind of men are running the TVA, and we are nllferin;: it to this
committee because it is highly relevant to the primary issue before
this committee—whether or not the committee should recommend
confirmation of Mr. Hooper to the TVA Board.

We are frankly very perplexed at the President’s nomination of Mr.
Hooper to the TVA Board. We have found absolutely nothing in his
background or business experience which qualifies him for this complex
and demanding job.

TVA is the Nation’s largest electric utility, but Mr. Hooper has held
no job which is even tangentially related to the energy or utility fields.
TVA has over 25,000 employees and a cash flow of over $1 billion a
year, making it the equivalent of the Nation’s largest private corpora-
tions; yet Mr. Hooper’s only business experience has been in several
small businesses with a handful of employees and a cash flow of no
more than several hundred thousand dollars a year.

Being a member of the TVA Board, as has been said previously in
these hearings, is like being one of the top three officers of a large
grivute utility company such as Duke Power Co., American Electric

ower Co., or other similar uility companies.

We cannot imagine that a private power company would elevate a
man with Mr. Hooper’s lack of experience to such a high position in
the company overnight. It is just not sound business practice to
elevate a persons with no experience in a business to a high decision-
making position which requires specialized expertise and management
skills in that business.

Similarly, it would not be sound business practice to name to the
TVA Board a man with Mr. Hooper’s lack of experience in utilities
and large business organizations.

Even more distressing to us than his lack of experience, however, is
his apparent failure in even the small businesses with which he has

een associated. His business career is a tangled skein of unpaid
company debts, mortgages, lawsuits, and business failures.

Let me deseribe for this committee some of the facts about Mr.
Hooper’s business ventures, to illustrate why we believe that he will
be unable to handle the responsibilities of a TVA directorship. I am
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not presenting these facts to injure or embarrass Mr. Hooper in any
way, but solely because these facts are relevant to whether he is
qualified for the TVA Board position:

One: It has been widely reported in the press that Mr. Hooper was
& dogfood manufacturer. Several Dun & Bradstreet reports—copies of
which are attached to my testimony—describe Mr. Hooper’s dogfood
company, which was known as Columbus Canning Co.

According to a Dun & Bradstreet summary dated October 14, 1958,
Mr. Hooper provided substantially all the initial capital to start this
corporation in 1946, and served as company president. According to
the Dun & Bradstreet report, the company was discontinued 1n 1949
“due to unprofitable operations.”

In the early 1950’s, Mr. Hooper started up the dogfood company
again as a partnership, with Mr. Hooper serving as managing partner.
According to the same Dun & Bradstreet summary dated October 14,
1958, the company “operated at a struggle” during the 1950’s.

According to the summary, the company’s capital became tied up
m fixed assets, the gross return on sales was never adequate, and the
payments to suppliers were slow, “extremely so in many instances.”

In 1957 the company was incorporated, and Mr. Hooper became
president. In 1958 Mr. Hooper persuaded some Atlanta investors to
contribute additional capital to the corporation. According to the Dun
& Bradstreet report dated October 14, 1958, Mr. Hooper still owned
51 percent of the stock on October 1, 1958, :

Subsequently, as he testified yesterday, the Atlanta investors appar-
ently bought controlling interest in the company, though, as he did
not testify yesterday, they retained Mr. Hooper as the president of
the company.

In the first 6 months of 1959, the company attempted to expand its
business, but instead it went broke. In January 1959, Mr. Hooper
mortgaged all the physical plant and property of the company.

In August 1959, this mortgage was foreclosed on. According to a
supplemental Dun & Bradstreet report dated August 18, 1959:

Current efforts to interview President James F. Hooper have been unsuccessful.
Efforts to develop information relative to the remaining assets and liabilities of the
company have not been fruitful. However, it is known that the mortgage which
was foreclosed covered land, buildings, machinery, equipment, office furniture,
fixtures, trucks and trailers of the company, and all were sold August 15.

It is unlikely that there are any assets left to speak of in the corporation. Lia-
bilities have been estimated in some quarters to range between $200,000 and
$500,000. Apparently, there have been no provisions made for these liabilities.

It is a matter of public record in the Circuit Clerk’s office in Lowndes
County, Miss. (vol. 4, p. 26) that many of Columbus Canning Co.’s
creditors reduced their claims to judgments against the company,
which according to these court records have not been satisfied.

The Lowndes County Chancery Clerk’s records reveal several
Federal tax liens against Columbus Canning Co. which were never
discharged.

Two: As Mr. Hooper testified yesterday, his primary business
since the 1950’s has been his dairy farm near Columbus, Miss.,
which is located on an approximately 1,400-acre tract of land that he
inherited from his wife's father. Most of this land was recently sold
by Mr. Hooper to the Weyerhaeuser Clo.




It appears that Mr. Hooper’s dairy farm has never been a profitable
business. To obtain funds for his dairy business, Mr. Hooper mortgaged
the 1,400-acre tract to the Prudential Insurance Co. of America in
October 1964 for $155,000.

The land remained mortgaged until he sold it in 1975 to the Weyer-
haeuser Co., which agreed to assume the mortgage to Prudential
and to pay off the principal and interest on that debt.

In 1965, Mr. Hooper formed a partnership with Everette Hope
Brooks, Jr., of Memphis, to operate the dairy business. In 1966,
Mr. Hooper conveyed to Mr. Brooks an undivided one-half interest
in the 1,400-acre farm real estate.

Mr. Brooks also invested several hundred thousand dollars in their
dairy farm partnership account over the next 4 years, but he got no
return on his investment. Because of this and other business reverses,
Mr. Brooks filed for bankruptey in October 1969 (in the matter of
Everette H. Brocks, No. BK-69-2453, W. D. Tenn.).

In December 1968, Mr. Hooper and Mr. Brooks conveyed their
undivided one-half interests in the 1,400-acre farm real estate to
Standard Union Life Insurance Co., a company that Mr. Brooks
owned.

When the Insurance Commissioners of Tenmessee and Georgia
ruled in 1969 that Standard Union had acquired too much real
estate as admitted assets, the three-person board of directors of
Standard Union (which consisted of Mr. Hooper, Mr. Brooks, and
Mrs. Brooks) voted to convey the whole interest in the land back to
Mr. Hooper for no consideration in August 1969, just 2 months
before Mr. Brooks filed for bankruptey.

The Trustee in Bankruptey in Mr. Brooks’ case, Roy W. Hendrix,
JIr., did not attempt to claim any of this property as part of Mr.
Brooks’ assets because he found the property to be so overburdened
by the Prudential mortgage and other indebtedness that it constituted
burdensome property, although he did tell the Referee in Bank-
ruptey that he thought the transfer from Standard Union to Mr.
Hooper was in his opinion a voidable preference made to avoid
having the land ineluded among Mr. Brooks' assets at the time
Mr. Brooks filed for bankruptey.

In 1970, Mr. Hooper had the property put in his wife’s name,
for some reason which is not clear to us.

According to a sworn petition and accounting filed by Mr. Hooper
in 1971 in the Brooks bankruptey proceedings (a copy of which is
attached to my testimony), the net deficit of their dairy farm partner-
ship in 1969 was $536,144.34, including debts to the two partners.

All the assets and property of the dairy farm were encumbered by
a security agreement and financing statement with the First Colum-
bus National Bank, of Columbus, Miss.: the debt owed to the bank
was $152,664, which exceeded the value of the dairy farm’s entire
assets by more than $30,000 at that time, according to Mr. Hooper’s
oOwWn sworn statement.

When Mr. Hooper’s deposition was taken in 1971 during the Brooks
bankruptey proceedings, Mr. Hooper was asked if the dairy farm
partnership had ever made a profit; his reply was, “No, sir” (page 63
of his deposition in that case)
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During this same deposition, Mr. Hooper was asked what his net
worth was; his reply was, “I would have to say zero.” (page 80 of his
deposition in that case)

Three: Mr. Hooper was involved with Mr. Brooks in other business
ventures as well. In 1968, Mr. Brooks bought all the stock of Standard
Union Life Insurance Co. Mr. Brooks served as president of this
company for about 9 months, and his wife was secretary-treasurer.
They named Mr. Hooper vice president. The three of them consti-
tuted the company’s board of directors. This company was an Ala-
bama corporation, authorized to write insurance in Alabama, Arkan-
sas, Georgia, Mississippi, and Tennessee.

In December 1968, Mr. Hooper and Mr. Brooks conveyed their
undivided one-half interests in the Mississippi dairy farm property
to Standard Union. Mr. Brooks also conveyed other real estate he
owned to this life insurance company.

In early 1969, however, the Insurance Commissioners of Tennessee
and Georgia ruled that the company had far too much real estate
as admitted assets, and required the company to divest itself of much
of this real estate.

In eompliance with this requirement, the three-person board of
Standard Union voted to convey the 1,400-acre dairy farm land back
to Mr. Hooper for no consideration, even though the land had be-
longed to Mr. Hooper and Mr. Brooks jointly before they conveyed
it to the insurance company.

It is not clear why Mr. Hooper and Mrl Brooks thought they could
convey so much real estate to a life insurance company, when the laws
of Tennessee, Georgia, and other States clearly limit strictly the per-
centage of a company’s admitted assets which may be real estate.

After the conveyance of several tracts of real estate to Standard
Union by Mr. Brooks and Mr. Hooper, real estate constituted over
70 percent of the admitted assets of the company.

Tennessee law allows only 10 percent of the admitted assets of a
company to be real estate, unless the Commissioner of Insurance in
his diseretion waives this requirement.

Standard Union also made some very unwise business decisions in
handling its corporate funds. According to exhibit 13 in the Brooks
bankruptey case, Standard Union loaned over $50,000 of its corporate
funds to Little River Farms, Inc., a Georgia dairy processing company
which was owned by Mr. Brooks, Mr. Hooper, and one other man, and
which was more than $300,000 in debt at the time the loans were made.
These loans were never repaid to Standard Union.

Some of the checks for these loans were made out to Henry McMa-
han, president of Little River Farms, rather than to the corporation, in
an apparen t attempt to frustrate the creditors of Little River Farms.

Mr. Brooks also transferred $100,000 of the insurance company's
corporate funds to the Hooper-Brooks dairy farm partnership account
in the summer of 1969, again according to Mr. Hooper’s sworn peti-
tion and accounting in the Brooks bankruptcy case.

Since the insurance company was not paying the dairy farm for
any product or service, this transfer of $100,000 would logically have
been either a gift, a loan, or an investment; it is not clear which 1t was.

In his deposition in the Brooks bankruptey case, Mr. Hooper testi-
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fied that the dairy farm partnership account was sometimes used as a
“conduit’” through which funds were transferred on to other companies
or other persons by Mr. Hooper and Mr. Brooks.

Perhaps this latter characterization best explains why the insurance
company funds were transferred to the dairy farm account. If this ex-
planation is true, it does not comport with good accounting principles
or with good business practice.

Mr. Hooper’s tenure on the board of directors of Standard Union
Life Insurance Co. ended in the latter half of 1969, when Mr. Brooks
pledged the stock of the company as collateral for a loan from a Little

ock, Ark. bank. When T\{r. Brooks failed to pay back the loan
the bank foreclosed on the loan, took control of Standard Union, and
appointed a new board of directors.

our. Mr. Hooper and Mr. Brooks were also involved in another
business venture, which was probably the worst failure of all their
joint business endeavors.

In early 1969, Mr. Brooks put up $5,000 to buy all 250,000 shares of
stock in Little River Farms l;nc., a dairy processing company with a
plant near Atlanta, Ga. He bought the stock from Henry L. McMahan,
who had bought all 250,000 shares the month before for $100. The
stock sold cheaply because the company was over $300,000 in debt at
that time.

Mr. Hooper’s role with Little River Farms seems to have been to
manage Mr. Brooks’ investment in this company. I think he testified
to that effect yesterday.

Mr. Hooper served on the board of directors of the company and
was issued one-third of the company’s stock. In his deposition In the
Brooks bankruptcy case, he testified that he made many trips to
Georgia during 1969 to help direct the company’s business (page 19
of his deposition).

Henry McMahan, who served as president of Little River Farms
during Mr. Hooper’s association witll: the company, testified in his
deposition in the Brooks bankruptcy case that, whenever he needed
more money invested in the business, he would call Mr. Hooper, who
in turn would call Mr. Brooks.

Mr. Hooper and Mr. Brooks decided which account to transfer
the money from. They loaned to or invested in Little River Farms
over $20,000 from the dairy farm partnership account in 1969, accord-
ing to Mr. Hooper’s sworn petition and accounting in the bankruptey
case.

And as mentioned previously, they also loaned or invested over
$50,000 of Standard Union Life Insurance Co.’s corporate funds
in Little River Farms in 1969. Mr. Brooks also invested a great deal
of his own money in the company, and they borrowed money from a
Georgia bank to invest in the company. In all, they invested almost
$250,000 in Little River Farmsin 1969.

Mr. Hooper and Mr. Brooks became convinced, apparently,
after 6 months that they had made a bad investment and that they
could not pull the company out from its state of insolvency. So in the
summer of 1969, Mr. ﬁnnp(}l' turned their stock certificates over to a
man named William Brickey, who was at that time convicted of
mail fraud, for which he spent 2 years in the Federal penitentiary.
Mr. Brickey promised that he would sell the Little f{i\'cr Farms
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stock to some investors, but he was never able to find any buyers.
So he eventually returned the stock certificates to the company.

During most of 1969 and the first quarter of 1970, the company
failed to pay its employee withholding and social security taxes. The
Internal &{i-\'vnur' Service (IRS) made demand on the company for
the payment of over $70,000 in taxes, and because the company did
not pay these taxes, the IRS padlocked the company’s doors on
Aprilps, 1970. On May 10, 1970, the 1RS sold the com pany’s assets
for a little over $20,000.

One measure of the extent of Mr., Hooper's involvement in this
business is the fact that he personally guaranteed a debt of Little
River Farms to Sealright Co., a milk container supplier based in
Kansas City.

When Little River Farms went broke, Sealright turned to Mr.
Hooper for payment of the company’s debt of about $19,000. Mr.
Hooper’s attorneys, arguing that Mr. Hooper was in grave financial
straits, persuaded Sealright to accept a settlement of around $8,000
for this debt.

Another measure of the extent of Mr. Hooper’s involvement in this
business is the fact that the company bought a motor home for him to
live in during his trips to Georgia. Unfortunately, the company was
unable to meet the payments on the motor home.

The inexplicable thing about Mr. Hooper's involvement with
Little River Farms is why it ever happened. In his deposition in the
Brooks bankruptcey case, Mr. Hooper testified that he and Mr. Brooks
were looking for another outlet to sell their milk to. But they never
sold any milk to Little River Farms for processing. Their plans
apparently did not work out as they had hoped, but 1t seems that a
little more foresight would have cautioned them against such a poor
investment.

Many of these facts about Mr. Hooper’s businesses have been
widely reported in the press, and most are a matter of publie record.
In our opinion, they lead to only one possible conclusion: Mr. Hooper
is not qualified to be a member of the TVA Board of Directors.

Throughout his business career, he has demonstrated poor business
judgment in the management of his business affairs and in his selection
of business associates. How can this committee possibly approve the
appointment of & man who cannot manage his own business affairs
to & position where he will have to manage the affairs of the Nation’s
largest electric utility?

Apparently many people have drawn the same conclusion about
Mr. ﬁtmper. A wide variety of interests are represented among the
opponents of this nomination here today. The nomination has also
received bipartisan political opposition. As reported in the press, the
following ‘\Lamberﬁ of Congress ﬁavo bublicly opposed this nomination:
Senator William Brock, Senator Wu]]tcr Huddleston, Senator Wendell
Ford, Representative James Quillen, Representative John Duncan,
Representative Joe Evins, Representative Marilyn Lloyd, Representa-
tive Ed Jones, and Representative Clifford Allen. Governor Ray
Blanton of Tennessee has also publicly opposed the nomination.

Also, several leading newspapers have editorially opposed this
nomination, including the New York Times, the Washington Post,
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the Louisville Courier-Journal, the Nashville Tennessean, the Chatta-
nooga Times, the Oak Ridger, the Montgomery Advertiser, and others.
These editorials are attached to Mr. Gibson’s testimony,

We have been told by some people that a Presidential nominee must
have been involved in criminal activity before a Senate committee
will recommend against his confirmation. We believe that involvement
in criminal activity is the wrong standard against which to measure
a Presidential nominee.

In addition to having avoided criminal activity, a Presidential
nominee ought surely to have some basic, rudimentary qualifications
for the position to which he is being appointed. A Senate committee
should not recommend Senate confirmation of a Presidential nominee
who is totally unqualified for a job, just because he has managed to
avoid criminal activity all his life.

We are encouraged to note that Senate committees have in recent
years been giving very eareful serutiny to Presidential nominees and
have recommended against confirmation of several of them. In 1973
the Senate voted against the confirmation of Robert Morris to the
Federal Power Commission.

In 1974, the Senate Commerce Committee refused to act on the
nominations of David Kingsley to the Federal Power Commission
and Luther Holcomb to the Federal Communications Commission ;
both these names were finally withdrawn by the White House.

In recent months the Senate Commerce Committee has rejected
the nominations of Joseph Coors to the Public Broadeasting Corpora-
tion and Isabel Burgess to the National Transportation Safety
Board, and the Senate Banking Committee rejected the nomination
of Ben Blackburn to be Chairman of the Federal Home Loan Bank
Board.

These Senate committees have apparently set a higher standard
against which to measure Presidential nominees than was applied by
the Senate in past years. We view this development as a very healthy
one, and we believe that it will result in the appointment of better
qualified persons to important government positions.

We are asking this committee to follow the example of these other
Senate committees and reject the nomination of James Hooper to the
TVA Board on the ground that he is totally unqualified for the position.

In doing so, this committee would be telling the President that the
TVA is an important national agency deserving of highly qualified
board members. If the committee does not take this step, we are
afraid that TVA will be viewed as a mediocre, second-rate organiza-
tion rather than as a national leader in the energy and environmental
fields.

It is our understanding that the committee staff has made a very
thorough investigation of Mr. Hooper’s background and has prepared
a lengthy staff analysis for the use of committee members, and, as
was announced yesterday, will soon be made public.

If any members of this committee are not convinced by our pres-
entation today, we urge you to study the staff analysis and draw
your own conclusions about Mr. Hooper’s qualifications for the TVA

oard,

If this committee is inclined to recommend confirmation of Mr.
Hooper, we ask that the staff analysis be made public, so that other
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Members of the Senate and members of the general public will have
a chance to examine the analysis before the final vote on confirmation.
In summary, we have presented the reasons that we think Mr.
Hooper is not qualified for this important TVA post, and we urge this
committee to reject his nomination.
[Attachments to Mr. Williams’ statement follows:]

Corvmsus Canxive Co., Inc,, MaNvrFacTURER OF Do Foop, CoLumsus, Miss

James F. Hooper, President
Erwin E. Rockwell, Vice President
Heida Humphries, Secretary and Treasurer

Started: 1950 (See history).
Payments: Slow to 100 days (See payments).

SUMMARY

The company has operated at a struggle in recent years. Debt has accumulated,
net working capital has been inadequate and payments slow.

In mid-1958 a partial change in finaneial control took place. The principals
report that additional capital is to be placed into the business (some nl{ which is
already in) to be used to liquidate or substantially reduce trade debt. Then,
a sizable expansion program is planned which is expected to at least double the
annual volume.

HISTORY

This corporation was organized under Mississippi laws Nov. 25, 1957 with
1,000,000 shares of $1 par value common stock, 'i'h(» corporation suceeeded a
business started by James F. Hooper and W, Pratt Thomas in 1950. Hooper
subseribed to 50,000 shares, Thomas to 50,000 shares and W. O. Garrard 50,000
shares.

In mid-1958 it is reported that there was a partial change in financial control
of the business. On Oect. 1, 1958 President James I. Hooper said that he now
controls 51 percent of the outstanding capital stock and Vice President E. E.
Rockwell 49 percent of the outstanding capital stock of this business. Hooper
added that Rockwell represented certain investors, and the re-arrangement of
outstanding capital stock took place about as follows: That Thomas and Garrard
disposed of their 100,000 share of stock in this business to the “new investors”,
and then the stock was re-distributed as indicated.

During this interview with Hooper, and in earlier interviews with E. E. Rock-
well, it was said that additional capital was coming into the business in the form
of capital stock heretofore unsubseribed to. Hooper and Rockwell reported
that, to begin with, at least $150,000 additional stock would be sold to the present
investors, with the money being utilized to liquidate or substantially reduce
trade debt.

Hooper, married, born Selma, Alabama about 1917, graduated from the Ala-
bama Polytechnic Institute, Auburn, Alabama with an engineering degree in
1937. While attending college he ‘was a member of a musical band known as the
Auburn Knights. He became the owner of that band after receiving his degree,
and was thus engaged until 1941, in addition to acting as a booking agent for the
Musie Corporation of America. Hooper served in the U.8. Army from 1841 until
1945. In January, 1946 he was instrumental in organizing, and furnished sub-
stantially all of the capital for Columbus Canning Co., Inc., to manufacture dog
food. That business was organized Jan. 15, 1946 with 87,500 authorized and paid in
capital. Hooper was its president until it was discontinued in 1949 due to un-
profitable operations. Meanwhile, after his marriage to the daughter of a local
physician, l}c.npc»r became interested in cattle raising locally. He devoted his time
to that activity until he and Thomas started the predecessor of this corporation.
He has active charge of management.

Rockwell, married, born in Alabama in 1926, attended Southern Watchmaking
Institute, Birming ham, Alabama from 1947 to 1951. During this period he was
employed by Kay Jewelers, Birmingham, in 1950 and 1951. He was employed at
Gadsen, Alabama by Lee's Jewelers from 1951 to 1952, and was a jeweler for Cen-
ter Watch & Diamond Company, New York City from 1952 to 1954. Since 1954
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he has been employed by Rodes Optical Company in Atlanta, Georgia, having
served as General Manager for that business for the past year.

Mrs. Humphries performs secretarial duties; she is not a stockholder nor
director.

Vice President Rockwell is said to represent the interests of at least two Atlanta,
Georgia business men as investors in Columbus Canning Co., Inc. A brief summary
of the antecedents and connections of these individuals are as follows:

Charles Gilsten, married, born New York City in 1903, is a long time resident of
Atlanta, Georgia where his principal business interests are situated. He is president
of Monarch Wine Company of Georgia (Inc) ; Georgia Grain & Elevator ( ‘ompany,
Inc.; and Molasses Industries, Ine., all Atlanta, Georgia. He also controls Sea-
board Brokerage Company, Atlanta, a dormant corporation which formerly
handled New York and Californin Wines and Champagnes; is vice president of
Boland, Inec., & concern now dormant but formerly active in the building construe-
tion lines; and is president and principal of Gillstar Corporation, Atlanta, 8 con-
cern active as a holding company for business property in Atlanta. Monarch Wine
Company of Georgia dates from 1936: Molasses Industries, Inec., from 19537;
and Georgia Grain & Elevator Company from 1955. Financial information has
been declined on each company.

Vietor C. Rasmussen, married, born 1911 in Nebraska, was employed from 1937
to 1939 by Consolidated Air Lines, Chicago, Illinois. In 1939 he organized Aero-
Bank Plan, now inaetive. That business, owned individually by Rasmussen,
offered finance services for aireraft purchases, and road insurance relative to
aireraft. In ].]('f‘('llllll‘r, 1943 he organized Aviation Associates, chartered 1951
with Rasmussen as President and Treasurer. That business originally offered re-
search consultation services as well as sales and public relations for aireraft man-
ufacturers. He sold his interest in the Fall of 1952. Meanwhile, he was treasurer of
American Farm Industries, Inc., farm equipment distributors, but also sold his
interest there. He is reported to be a director of Pan Coastal Life Insurance
Company, Mobile, Alabama: a partner in Gunn & Rasmussen, a rental housing
project at Moultrie, Georgia; president and treasurer of Hercules Building Corpo-
ration. Details have been declined on all of these businesses. Current ly, Rasmussen
is prominently associated with Charles Gilsten as a principal in Molasses Indus-
tries, Inc., and Georgia Grain & Elevator Company, Ine.

OPERATION-LOCATION

Manufactures dog food (S1C #2042) which is marketed under the brand names
of “Jet” and “Bonus”; also does packaging for private labels, Sales are through
brokers throughout Southeastern and Southwestern states to grocery chains, Ap-
proximately 25 employees. The plant is a one-story frame and conerete block
building measuring 75 by 120 feet; there is a 50 by 60 foot frame eattle barn: and
a 20 by 30 foot frame office building located on leased land in & rural area npprox-
imately 33{ miles west of Columbus on Gilmore Road.

FINANCIAL INFORMATION

President James F. Hooper was interviewed October 1, 1958: Vice President
E. E. Rockwell was interviewed August 6, and August 26, 1958. In the August 6,
1958 interview Rockwell said that a firm of ecertified public accountants would
prepare a complefe financial report on Columbus Canning Co., Ine. and that that
report would be made available when completed. Subsequently, both Rockwell
and Hooper said that they could not furnish figures, nor could they make any
definite promise about submitting figures on this company at any early date.

Almost from the beginning this company has operated at a struggle, especially
80 in recent years. Invested capital of $150,000 soon became tied up in fixed
assets. Sales developed fairly well, but the gross return on sales was never adequate,
As the result, debt accumulated, net working capital became insufficient for needs
and payments to suppliers slow, extremely so in many instances,

On August 6, 1958 Vice President Rockwell said that Charles Gilsten and/or
some associates had purchased the controlling interest of Columbus Canning Co.,
Ine., explaining that W, Pratt Thomas and W. O, Garrard had sold their two-
thirds (combined) interest in the company. Subsequently, Hooper reported that
in this capital stock re-arrangement he came into control of 51 percent and Rock-
well 49 percent, explaining that Rockwell represented the interests of the new
investors.
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It was stated during these interviews with Hooper and Rockwell that the
company plans an expanded sales program, with cooperative television, radio
and newspaper advertising to be condueted with the cost shared between Colum-
bus Canning Co., and its chain store customers. This program will offer customers
one free can for each three cans of dog food purchased in some instances, and in
others (where new territories are being opened up) one for one. Such intensive
advertising is expected to double or triple the current $1,200,000 annual volume
in a very short time. In this respect, it was reported that the plant now has a
capacity for producing four eases of dog food per minute, and with the demands
of this expanded sales program the company will operate on a three-shift daily
basis within three months. The company, according to Rockwell, was already
selling in markets in New Oreleans, Mobile, Atlanta, Memphis, Houston and the
Carolinas; that the State of Flordia is being opened up, with the produce now
being offered in stores in Miami, Orlando, Tampa and Jacksonville. Additional
emphasis will be placed on expansion of the Houston, Texas market. In addition,
both Rockwell and Hooper reported that the company expeets to package dog
food for other manufacturers under their lables, which will further expand the
volume transacted. In the subsequent October 1, 1958 interview President Hooper
said that sales were already running 40 percent above normal, and on the present
basis that the first twelve months’ operations under the new program should
return a gross volume of some $2,000,000.

In addition to acquiring the capital stock owned in the company by Thomas
and Garrard, Rockwell reported that the new investors plan to add new capital
to the business of some $150,000. He said that this would be done by purchasing
authorized but previously unissued capital stock (the company has $1,000,000 in
authorized capital stock and only $150,000 was outstanding at mid-1958). He said
he eould not amplify this information any further at this time.

Meanwhile, in outside quarters it was learned that at Mid-1958 this company
had a tangible net worth composed of $150,000 in outstanding capital stock,
$150,000 in outstanding preferred stock and an earned surplus account of $18,000.
Principal of company assets was some $140,000 invested in copyrights, labels and
such; and a $150,000 note receivable due from the sale of preferred stock, col-
lectible $5,000 monthly for twelve months with a balloon note eovering the balance.
Thus, some $290,000 of the $318,000 tangible net worth is of an intangible nature,
composed of the copyrights and labels and the receivables on the sale of preferred
stock. At the same time current debt reportedly approximated $175,000, and
there were additional deferred liabilities of near $30,000.

On February 15, 1958 Columbus Canning Co., gave a chattel mortgage to the
Merchants & Farmers Bank, Columbus, Mississippi, for $5,000 due in 24 install-
ments of 3208 each beginning March 15, 1958, secured by two International
trucks and four trailmobiles. This note bears 8 pereent interest.

On July 7, 1958, this company filed a Notice of Intention to assign one or more
accounts receivable to the Commercial Credit Corporation.

On July 18, 1958 Columbus Canning Co., Inc., gave a “Deed of Trust” (a
mortgage) to Leonard M. Bernes, Trustee for the use of Tintin, Inc., a corporation
in Atlanta, Ga., for $30,000 evidenced by one promissory note due on demand at
8 percent. This mortgage carried a provision for possible future advances from
Tintin, Ine., to Columbus Canning é'ump:m\'. Inc. not to exeeed $500,000. This
mortgage carried as security land on which Columbus Canning Co., Inec. plant is
located, some 68.5 acres; all machinery and equipment situated on this property;
nine units of cargo trucks and trailers; a Plymouth sedan and five trucks; all
personal property acquired within 12 months of the date of this instrument; and
all labels, trade marks, trade names, registrations and rights to same, including
“Jet”, “Bonus” and “Columbus Canning Company".

On August 6, 1958, E. E. Rockwell said that he could not furnish any details
relative to this latter instrument, except to say that it was his impression that the
mortgage represented some sort of short-term financing arranged before he and his
associates entered the picture. Investigation in Atlanta, Georgia finds that Tintin,
Ine. was incorporated in Fulton County, Georgia July 14, 1958, four days prior
to the execution of this mortgage. The company has 100 shares of common stock,
without par, and 1,000 shares of preferred at $100 par authorized; minimum
beginning capital is $200. Its incorporators were B. John Franklin, A. W. Smith
and A. L. Martin, not further identified.

On September 16, 1958, Columbus Canning Co., gave a chattel mortgage to
Waters Truck & Tractor Company for $14,335, secured by truck and allied
equipment.
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On September 12, 1958 Columbus Canning Company gave a chattel mortgage
to Hyster Sales & Service, Inc,, $1,853 due in 18 installments of $102 each begin-
ning October 5, 1958.

On August 12, 1958 there was a notice of assignment or intention to assign
oneé or more accounts receivable filed on Lowndes County records, Columbus
Canning Company, Inc., to Russell O'Neal, care of Continental Grain Company,
New York City.

An account of moderate proportions is maintained at one bank where secured
loans to a medium five figure have been granted and handled satisfactorily. One
out-of-town bank has handled drafts of Columbus Canning Co., Inec., for about
60 days to an aggregate of a medium five-figure, no loans.

PAYMENTS

In August, 1958 Vice President Rockwell said that new funds, as they came into
the business, would be utilized to liquidate or substantially reduce debt towards
open account creditors. Oetober 1, 1958, President Hooper said that substantial
reductions had been made in the trade debt of Columbus Canning Co., Inc. In
order to refleet such a reduction a trade clearance has been started, the results of
which are not yet available. Meanwhile, the last ledger experiences available
resulted from a clearance completed August 21, 1958, and are as follows:

P due Terms

ceaa-. JOOBYS. ... 5 Pot to slow 90
1,300 ...... . Slow 60-90_ .. Sold over 3 yrs.
A =3 Slow 90 3 2
1,100 15days... .. ....... Slow100.... Sold over 3 yrs.
18,466 30 days.. - - Show_ ... ......... Sold over3yrs.

CURRENT INVESTIGATION

President James F. Hooper was interviewed March 10, 1959. Hooper said that
the negotiations for the proposed transaction invelving Columbus Canning Co.
Inec., Woodward Foods of Florida, Ine., Zellwood (near) Orlando, Fla, and Battle
Creek Dog Food Co., Battle Creek, Mich., are still under way; that the situation
remains substantially unchanged from the status as reported December 19,
1958. Again, Hooper suggested that negotiations might be completed at any time,
either in the near future, or may be dragged out still further.

Meanwhile, Hooper said that the company continues to transact an active
volume and that representative earnings are being produced. He deferred dis-
cussing the financial condition of the company at this time.

MORTGAGES

A transcript of Lowndes County, Miss,, records for the period Jan, 1, 1959 to
Jan, 31, 1959 carried a mortgage executed by this company to Weiss & Geller,
Inc.,, New York City; Leonard I. Dosser, Baltimore, Maryland; and Phil Groh,
Baltimore, Maryland, for $40,000 at 8 percent interest, and secured by the plant
and property of Columbus Canning Co. Inc. The mortgage is repayable at the
rate of $3,650 monthly beginning Feb, 27, 1959.

During the current interview President Hooper said that this mortgage was
executed for additional financing, with the proceeds used primarily for working
capital purposes; that the previously recorded mortgage to Tintin, Ine., had been
made secondary to this more recent mortgage.

The same transcript of Lowndes County records showed that Columbus
Canning Co. Inc. gave a $2,822 chattel mortgage to Freuhauf Trailer Company,
Detroit, Michigan due in 12 monthly installments of $235.20, and secured by
one trailer. This mortgage was dated December 17, 1058, and filed January 13, 1959,

This mortgage resulted when the company purchased a trailer to be used in
hauling its product to its distributors.

PAYMENTS

The latest detailed ledger experiences on this company are contained in the
previous report, which see for further information.




Payments
Feb. 13, 1959

Disc Sold yr

Ppt Sold over 3 yr
Ppt e

Ppt

Ppt Sold yr

Stow 7 Sold over 3 yr
Slow 30 Sold 1st sale.

Slow 35 Sold over 3 yr.
Slow 180 Sold 2 yr

(10) 11/7/58 cash sale $861.
(11) Active acc tis
(12) Not a good account

MORTGAGE FORECLOSED PHYSICAL PROPERTIES SOLD

It was learned on August 18, 1959 that a mortgage on all physical properties
(except inventories) of Columbus Canning Co. Ine., was foreclosed due to non-
payment, and at a public aud n held at 4 P.M, Saturday, August 15, 1959, those
physical properties were sold. The mortgagor foreclosing was Weiss & Giller, Inc,,
New York City. This mortgage was originally executed in January, 1959 by
Columbus Canning Company, Inc. to Weiss & Giller, Inc., New York City;
Leonard 1. Dosser, Baltimore, Md.; and Phil Groh, Baltimore, Md. for $40,000
at 8 percent interest and gecured by the physical properties (except inventories)
of Columbns Canning Co. Inec. The mortgage was scheduled to be repaid at the
rate of $3,750 monthly beginning February 27, 1959.

It was also learned during this investigation, concluded August 18, 1959 that
the properties brought $41,600 at the public auetion, and the buyer was reported
ta be C. E. Forker and one or more associates, Columbus, Miss. The new interest
had no connection whatsoever with the principals of Columbus Canning Company,
Inc

It had previously been reported that the plant of this company was closed, and
the telephone disconnected. The closing of this plant earlier had nothing to do
with the mortgage foreclosure. Apparently, the company had run out of funds,
and could not sustain its operation. It is reported, also, that the office was open
on one or more oceasions for short periods of time during the period July 20, 1959,
to the mortgage foreelosure sale August 15, 1959. However, as far as can be
determined the plant was not in continuous operation during this period

Current efforts to interview President James F. Hooper have been unsuccessful.
Efforts to develop information relative to the remaining assets and liabilities of
the company have not been fruitful. However, it is known that the mortgage
which was foreclosed covered land, buildings, ru:nf'hiiu-rl\', z'{|lli'_llrr|1'1:1, office
furniture, fixtures, trucks and trailers of the ecompany, and all were sold August
15th. It is unlikely that there are any assets left to speak of in the corporation.
Liabilities have been estimated in some guarters to range between $200,000 and
$500,000. Apparently, there have been no provisions made for these liabilities.
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Senator BAXER (presiding). Mr. Williams, thank you very much for
your statement, which I find to be very thorough. I am intrigued with
the amount of work that must have gone irto that research and
development.

Mr. WiLtiams. I was helped by some other people, Senator. I
didn’t do it all myself.

Senator BAKER. As u matter of curiosity, where did you develop the
detail you have included in the statement?

Mr. WiLLiams. Senator, I personally went to Memphis and examined
the records in the bankruptcy proceedings of Mr. Brooks. As I testi-
fied, much of this information was developed from public documents
in that case. I went through the file fairly thoroughly and Mr. Gibson
went to Atlanta and talked to several individuals down there who have
been associated with Little River Farms and looked at some documents
in the IRS proceedings in the Little River Farms proceedings and
developed much of the information about Little River Farms in that

way.
Xs I testified about Columbus Canning Co., much of that informa-
tion came from a Dun & Bradstreet series of reports on that company.
Senator Baker. I thank you very much. The subject will be very
helpful. We thank you, sir.
Is the next witness Mrs. Morgan or Mr. Brandt?
Mr. Gisson. Ms. Whitehead.
Senator Baxer. We will be glad to hear your testimony.

STATEMENT OF CORRINE WHITEHEAD, ON BEHALF OF THE
BETWEEN THE RIVERS COMMITTEE

Ms. Wrmirenaeap. Thank you.

I am Corrine Whitehead, Benton, Ky. Thank you for allowing me to
present this statement on behalf of the Between the Rivers Committee,
elected to represent citizens, concerning TVA policies in western
Kentucky.

We respectfully urge the Senate Public Works Committee not to
approve the nomination of Mr. James Hooper to the TVA Board. I
submit a resolution voted by the executive committee of our organiza-
tion, opposing the nomination of Mr. Hooper (exhibit T). The informa-
tion presented by Mr. Williams was made available to our organiza-
tion June 1975, and was the basis for the resolution. Would you like me
to read the resolution?

Senator Baker. Whichever you prefer, Miss Whitehead. We will
accept the resolution for the record or you can read it; whichever you
prefer.

Ms. Wartenean. Thank you.

EXHIBIT 1

Resolution: On behalf of the some few thousand people we represent in Ken-
tucky we call upon our Congressman Carroll Hubbard, Senators Wendell Ford
and Huddleston and other interested Congressmen from our State to advise
President Ford that the nomination of James Hooper to the TVA Board of Direc-
tors is totally unacceptable. We respectfully request that the ahove delegation
to the Congress make every effort to secure the appointment of a board member
who is technically and managerially qualified. Such people have been passed over
in favor of Mr. Hooper, in our opinion.
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In this era of energy related crisis and the lack of conservation orientation by
TVA in the fields of lands, forests, wildlife, and water we pray for a TVA Board
member who is fiscally qualified, technically qualified and accountable to the
people of the Valley with a humane and conscientious interest in their well-being
and future.

Now therefore be it resolved that the Between the Rivers Committee for and
on behalf of our membership approve the above resolution:

The above resolution was voted on and approved June 21, 1975. Committee
members and counties are: Arthur Wallace, '}l‘rigg County; George Bleidt, Trigg
County; Wilma MecAllister, Trigg County; Ernest Littlejohn, Trigg County;
Virginia Ferguson, Christian County; Jack Colson, Livingston County; Judge
Floyd Hooks, Livingston County; Mrs. Herman Jones, Calloway County; Vir-

inia Chandler, Calloway County; Oscar Forsythe, Marshall County; Perry
Jalhoun, Lyon County; James Bannister, Lyon County; Homer Ray, Lyon
County; Corinne Whitehead, Marshall County.

Ms. Warreneap. The people of the Tennessee Valley are seething
with resentment at the predicament we find ourselves in, due to the
mismanagement and shortsighted policies of the TVA Board over the
past 15 to 20 years. Mr. Hooper has said his desire is to continue and
uugment the Wagner TVA Board policies. The last thing on Earth
we need is more of the same.

It is ironic that TVA—the agency hailed as an international star
in the demonstration in the overall best development and conserva-
tion of the resources of the seven-State Tennessee Valley region—has
been responsible for the most destructive elements in the Tennessee
Valley.

I go back to the second paragraph and ask to include copies of
editorials from leading newspapers in Kentucky as exhibit II. These
editorials disapprove of the hooper nomination.

Senator Ranporpr. Without objection the material will be in-

cluded. (See p. 172.)

Ms. Warreagap. Thank you, sir.

Our Kentucky mountains and lands are ravished and gutted by
strip mining, due to TVA’s price wars with the coal industry. The
trees are sold from park and TVA recreation areas in the LBL. (See
exhibit I1I, p. 175.)

Sulfur dioxide from the TVA Shawnee steam {lll\ll‘- pollutes the air

so severely at times that vegetation and animals die, while humans
suffer respiratory agony. (See exhibit IV, p. 177.)

Yet under present TVA Board policy, clean air laws—both State
and Federal—are circumvented, defied, and ignored. Insult is added
to injury when TVA dominated electric cooperative associations and
recreational associations mount advertising campaigns on television
and radio against the clean air laws.

The people in the Tennessee Valley find the continued rise in TVA
electric rates difficult to accept. They are aware that TVA consorts
with monopolistic multinational coal and oil conglomerates, contract-
ing for coal at higher prices and generally refusing to do business with
smaller coal operators who sell for less money. (See exhibit V, p. 178.)

As an addition to this statement, may I point out that in testimony
given in the Congress last fall, Chairman Wagner confirmed the fact
that in 1960 TVA used coal from only one multinational, and at the
present time the consumption of coal is from seven multinationals, and
only one independent. (See exhibit V-A, p. 180.)

Senator Ranvorpr. May I interrupt at that point?

Ms. WHITEHEAD. Yes.
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Senator Ranpovrn. Is the coal purchased by bid?

Ms. Warreneap. I understand that it is not in mest instances.

Senator Raxporpn. It is just a negotiated contract with a
company?

Ms. Wimiteneap. That is my understanding.

Senator RanvoLrn. We want to clarify that point. If you will
proceed, please,

Ms. Wrrrerean. Thank you.

Our people suspect that past TVA Board appointees with a history
of affiliation with large coal, oil, and uranium interests have been
responsible for this policy, to the detriment of the consumers.

ne deeply resented TVA policy is that of selling electricity to huge
industries at less than cost and making up the deficit at the expense of
residential users, light industry and businesses. (See exhibit VI, p. 180.)

The estimated 165 percent increase in the cost of TVA power com-
pared to the approximate 30 percent increase by private utilities in the
area, does not make sense,

Labor union representatives and employees at steam generating
plants tell me of the mismanagement by TVA of the labor force and
crafts which has resulted in escalated costs. Circumstances surrounding
the fire at the Browns Ferry nuclear plant are inexcusable.

TVA estimated at one point that repair cost at about $100,000.
Now it is revealed that $6 million has already been spent on repairs.
Just who would trust the construction and operation of the nuclear

lant at Hartsville, Tenn., to a Board with such a track record?
he awesome potential inherent in the nuclear programs TVA is
actively involved in calls for nothing less than the most circumspect
management.

Mr. Chairman, when your esteemed committee approves a man for
the TVA Board, a mere mortal is immediately elevated to a position of
power greater than that of most dictators and kings. For too long this
position of power has been misused in the Tennessee Valley.

The TVA Act of 1933 has been stretched from the original intent
to the present Board policy, which is that TVA can engage in any
activity deemed for the general welfare of the people in the 5-State
area [exhibit 7]. Unlike an Ambassador nominated to the court of
St. James who can be realled, if your committee selects a TVA Board
member who is unfit, we cannot pack him up and send him back to you.

The issue at hand is whether the Tennessee Valley Authority can be
made to work in the best interest of the region and the Nation. The
TVA is in a crisis situation. I can assure you the people of the Tennes-
see Valley are alarmed and deeply concerned about this appointment.

The practice of repaying a political debt or rewarding a political
crony by appointment to the TE'A Board is no longer acceptable. The
people are demanding impeccable standards for future TVA Board
members. In our opinion, Mr. Hooper does not meet this criteria.

Remedial legislation is needed to augment the TVA Board. We are
deeply appreciative for the proposed legislation Senators Ford and
Brock have introduced in S. 2289 and S. 2740 which speak to the
need for reform in the TVA area. We hope this committee will, at the
appropriate time, act favorably on this legislation.

r. Chairman and committee members, I know that you are each
dedicated to that which you determine to be in the best interest of
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this Nation. We ask that you assure a new day of hope in the Tennes-
see Valley by approving future TVA Board members only after
determining their total commitment to the highest ideals of personal
integrity, scientific knowledge, responsible fiscal and managerial
background, and a dedicated concern and respect for humanity. The
TVA Board position calls for nothing less. Thank you, sir.

May I say a few more words on suggestions about what TVA
could do?

Senator Ranporpu. Yes; you may. You proceed.

Ms. Warreseap. Personally, I would think it would be an appro-
Erinte agency to do an indepth study on solar power. I think it would

e the ideal agency to investigate that aspect of energy development.

I have jotted down some things sin(:elf have listened to the other
testimony. There is one thing I think that TVA could do, which might
be of great service to the \-'a][:e__\‘. Kentucky Dam and Barkley Dam are
sitting in the New Madrid earthquake fault. The last big quake is
estimated to have been more than 12 points on the Richter scale in
intensity. The fault area is considered to be one of the most danger-
ous in the world.

It is comparable to the St. Andreas. Since we are in an area where
there are tremendous chemical plants and the Paducah atomic plant
and many other industrial plants, it would seem that TVA could look
into this. It would be a challenge to draw up a plan of warning and
remedial action in the case of a national disaster in that area. %‘here
has been recent publicity that this is most likely.

I would recommend those two areas.

Above all, I would recommend TVA to have more of a give-and-take
with the people of the valley, not be totally isolated.

Senator Raxvorpr. Thank you very much, Ms. Whitehead. As to
your closing comment, ‘“not be totally isolated.” T don’t think the
original intent of the act of 1933, although Senator Baker has very
l)roporl_\' given to us today exactly how it was set in motion and the,
et’s say, almost invulnerability of the Board, to manage it.

But I never felt that TVA or any organization can divorce itself
from continued contact with people.

I am asking you now, has the Tennessee Valley Authority, through
its management team, appeared in open meetings and discussed
problems with the people of Tennessee? Or have they declined the
mvitations, or have they absented themselves? Or is there a failure to
c?mnmnir:atc, a rapport that is absent? Discuss that a moment,
please.

Ms. Warreneap. I think the general feeling on the part of the
people is that the agency is totally unapproachable.

Senator Ranporps. Unapproachable?

Ms. WaitenEap. Unapproachable, Our Kentucky State agencies
find TVA unwilling to cooperate. I know of great frustrations of the
members of the general assembly.

It has been now for about 15 or more years. The Governors feel cut
off without courteous and even-handed treatment. In other words, the
general wishes and expressions are not given what they consider or
what we consider due consideration.

Senator Raxvorrn. Do you, or others that you know of, have
correspondence with the management in one form or another?




Ms. WHITEHEAD. At times.

Senator Ranvovpn. Do you feel then that it is more routine when
You present a problem that the answer isn’t given consideration?

Ms. Warteneap. I think generally the question is anticipated and
the answer has already been prepared and you are presented a canned
answer, That is my judgment. If you people will pardon that, that is
my feeling.

Senator Ranvorrn. Thank you, Ms. Whitehead.

Are there any questions?

Senator BAxEr. I think the statement was very good and very
useful, Mr. Chairman. I have no further questions.

Senator Ranvorrr. Thank you, Ms. Whitehead.

[Ms. Whitehead’s exhibits follow:]

EXHIBIT 1I
[From the Sun-Democrat, Paducah, Ky., June 17, 1075]
Forp NominaTes Party Hack 1o Tva

By his nomination of a Republican party hack to succeed the retiring Don
MecBride on the board of directors of the Tennessee Valley Authority, President
Gerald Ford has again shown that he puts party loyalty above talent, brains,
experience and other more generally valued qualities in picking people for the most
important jobs he has to distribute.

ford’s choice is a native of Alabama who has long been engaged in business
and Republican politics in Columbus, Miss. He is James F. Hooper III, age 59,
whom the White House deseribes as self-employed, in manufacturing, real estate
and farming. What he has ever done to qualify himself for the demanding and
nationally important post of TVA director, nobody seems to know; at least, nobody
in the Ford administration has said. Except that Hooper is loyal to the GOP,
and that the senators from Mississippi and Alabama like the choice.

This is a terrible way to treat an agency which was created as the great hope
of an entire, economically backward region of the U.S., and which has fulfilled its
%rnmi.qe in so very many ways that it is today, after more than 40 years, still the

8. government agency that visiting foreigners are most curious about, most
anxious to see, and regard as most inspiring.

Gone from TVA, except for Aubrey (Red) Wagner, are the great men who orga-
nized the Tennessee Valley Authority, and comprehended the vast dreams of
Nebraska’s George Norris and New York’s Franklin Roosevelt: and their succes-
sors who also understood the thrilling concept, and made it reality. We are think-
ing of Dr. Arthur E. Morgan and H. A. Morgan, and Dave Lilienthal and Gordon
Clapp, and much more recently, Mississippi’s ex-Congressman Frank Smith.

President Eisenhower was inclined to stress party loyalty in making many of his
key appointments, but in the instance of TVA he felt the agency needed diseiplin-
ing and “bringing into line” with his personal ereed, so he named an Army general,
Herbert Vogel, as his TVA chairman. The general, after he got acquainted with
his organization and people and saw what it and they had accomplished, became
a stentorian defender of TVA in Congress against Ike's misguided attempt to
sell it to the private power trust, in the ill-conceived Dixon-Yates deal.

Gerald Ford should find himself another Gen. Vogel for this board vacancy, or
some thoughtful, respected college professor, or a retired statesman of distinction
like Arkansas’ Bill Fulbright, or—some TVA people think—some practicing
philosopher. There is a grand philogsophy upon which TVA is founded, and excellent
as he is in his demanding post as TVA chairman, Red Wagner—the pragmatic
engineer and power expert, could well use now the counsel and help of such a co-
member of his board.

President Ford has been sueccessfully vetoing numerous important bills passed
on to him by Congress in recent months. The Senate, if its Democratic majority
wishes, can square accounts with him to some extent now by rejecting his nomi-
nation of this nonentity to the TVA board. At the same time it will do the entire
nation a great service by insisting that the appointment go to someone with
truly impressive qualifications.
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[From the Loulsville Courler Journal, Aug. 1, 1875]

Forp Ssourp Dror NOMINEE

President Ford should spare himself further political embarrassment and
withdraw his nomination of Mississippian James Hooper for a seat on the board
of directors of the Tennessee Valley Authority.

The Senate Public Works Committee has indefinitely postponed hearings on
Mr. Hooper's nomination, pending an investigation into the finaneial background
of this Republican loyalist and promoter of bankrupt businesses.

The investigation doubtless was prompted by The Nashville Tennessean, which
traced Mr. Hooper's background through court bankruptey records. What
emerged is the portrait of a wheeler-dealer who diverted funds from an ailing
Alabama insurance company of which he was a director, to a financially troubled
Atlanta dairy in which Mr. Hooper also had an interest. According to The Ten-
nessean, funds were channeled from the insurance company to the dairy through
Mr. Hooper's Mississippi farm operation by means of an intricate check-swapping
scheme.

Mr. Hooper has denied any illegality. But even if it turns out that he has been
only an innocent participant in a string of financial failures (he also operated a
pet-food company that went broke), is this the kind of man who should be spend-
ing the taxpayers’ money as a $38,000-a-year director of the TVA?

Surely not. Given TV A’s influential role in national energy planning this nine-
year vacancy on the three-member governing body demands someone with a
broad background in energy affairs, industrial management and gonservation. As
Kentucky Senator Huddleston has said, “we need excellence, not medioerity " in
this job. Nothing in Mr. Hooper's background suggests that he comes close to
meeting the Senator’s first qualification.

[From the Loulsville Courler Journal, June 30, 1975]
SexATE Smounp Rejecr NOMINEE

As Senator Jackson argued on the floor of the Senate earlier this month, a presi-
dent of the United States should have the widest possible latitude in selecting
whomever he wants for his closest advisers and members of his Cabinet. But the
rules change when it comes to filling long-term (even lifetime) vacancies in the
courts and the multitude of federal agencies and commissions.

The case Senator Jackson was discussing was the nomination of former Wyoming
Governor Stanley Hathaway to be Secretary of the Interior. While environmen-
talists properly raised questions about his views on energy and conservation no
one seemed to doubt the nominee’s integrity or his ability to administer a major
federal agency. On the theory that a president is entitled to surround himself
with associates of his choice unless they are provably awful, Mr. Hathaway was
confirmed and now holds office. Who knows, he might even turn out to be another
Walter Hickel.

But latitude is not license. This is what makes the nomination of Mississippi
Republican loyalist James F. Hooper ITI to the Tennessee Valley Authority board
of directors, like that of brewer Adolph Coors to the Corporation for Public Broad-
casting, a different situation. Most of Mr. Ford’s appointments have been at least
good, and some of them exemplary. But the Hooper and Coors appointments are
transparent attempts, lacking any other rational justification, to shore up the
President’s stock with the ultraconservative wing of the GOP.

Why else would Mr. Ford appoint the promoter of a failed dairy, a failed pet food
factory and a defunct insurance company to a nine-year term on such an important
energy-policy post as the TVA board of directors? As the Nashville Tennessean
has observed, Mr. Hooper's career, though also marked by hard work for a number
of civic causes and the Republican Party, makes him a questionable candidate
for this important post.

Above all there is nothing in Mr. Hooper’s record to suggest that he possesses
qualifications in energy matters, industrial management or environmental pro-
tection. Yet he would be one of only three directors voting on such questions as
TVA’s commitment to nuclear power, its plans to strip parts of the Daniel Boone
National Forest for coal, and its refusal to cooperate with the Environmental
Protection Agency in installing stack-gas scrubbers on its steam-generating plants.
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Given the current deadlock on most of these questions between the other two
members of the TVA board, this appointment becomes even more crucial. The
environmental groups that oppose Mr. Hooper’s confirmation would prefer a
nominee who'd help make this bureaueracy more responsive to consumers and
conservation. But one needn’t share that view to insist that a presidential appointee
at least be qualified to vote intelligently on the policies of one of the nation's
‘nrgest energy producers and users.

[From the Loulsville Courler Journal, Apr. 7, 1975]
Maxing TVA MoreE ACCOUNTABLE

It appears that at long last the Tennessee Valley Authority, which has come
under increasing eriticism from consumer and environmental groups for its energy
policies, will be put under the congressional microscope.

The Senate Public Works Committee has scheduled five days of hearings, begin-
ning April 30, with the focus of testimony expeeted to bear on the federal power
agency's 51 billion bid to buy Peabody Coal Company. But the three-member
TVA board and its staff surely will face elose scrutiny on a number of other vital

ublic issues, such as the agency’s proposal to strip mine parts of the Daniel Boone
ational Forest in Eastern Kentucky and its rock-ribbed opposition to proven
air pollution eontrol techniques.

Lqually important, however, will be President Ford’s choice to fill the vacancy
that will be created May 18 when the term of board member Don McBride
expires. So far, reports that an Alabama news raperman and a Mississippi business-
man have the inside track for the nine-year, $38,000 post aren't encouraging news
that consumer and environmental interests will be adequately represented.

The United Mine Workers offer the intriguing suggestion of appointing Whites-
burg, Ky., newspaperman Tom Gish, editor of The Mountain FEagle. For an agency
that only this year abandoned secret meetings, the prospect of adding to the board
a harsh TVA critic and defender of openness in the conduct of the public's business
must surely cause the Nashville bureaucracy to tremble.

But one has to wonder if editor Gish wouldn’t better serve the public interest,

articularly that of the citizens of Appalachia who must live with the results of

A-nourished strip mining, if he remained on the outside looking in, rather than
becoming part of the bureaucracy that he so effectively watches over. Fortunately,
some of the other nominations include people with similar environmental creden-
tials plus professional expertise—among them Dr. Charles Whittle a Centre Col-
lege physicist currently on leave to the Institute of Energy Analysis at Oak Ridge,

enn.

President Ford also might look seriously at the proposal by Tennessee’s governor
to expand the size of the TVA board to seven as a step toward providing more di-
vergence of opinion on TVA policies. This would be especially useful if the four
additional members were, ns Governor R ay Blanton suggests, named by the gover-
nors of his state. Kentucky, Alabama and Mississippi—the four main service re-
gions for TVA, This expansion, plus the appointment to Mr. McBride's seat of
someone with environmental credentials, could go a long way toward making the
federal power agency more responsive to the publie it serves.

[From the Loulsville Courler Journal, Jan, 15, 19761
TVA Deserves A Berrer Drav

INCREDIBLE as it may seem, the nomination of James Hooper, the spectac-
ularly unsuccessful businessman chosen by President Ford for the board of the
Tennessee Valley Authority, is still alive if not well in the United States Senate.

Mr. Hooper’s unfitness for the $39,000 post as one of the three full-time directors
who actively oversee TVA was demonstrated so fully last year that it is stretching
a point to call it controversial. The nominee presented no qualifications in either
the fields of energy or conservation, plus a tangled business record as a promoter of
a failed dairy, a failed pet food company and a defunct insurance company. His
sole qualification appeared to be as a Republican loyalist who might improve the
President’s standing with the conservative wing of the party.
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Mr. Hooper apparently failed even at that. The appointment was one that even
Senator William hrnck, the conservative Tennessee Republican, couldn't swallow.
In the normal course of events, the nomination would have died at year's end,
since the Benate failed to act on it. -

The nomination stayed alive, however, when a resolution carrying it into the
new year was passed by unanimous consent. Senator Brock reportedly passed up
the opportunity to block the resolution for fear that the President would place Mr.
Hooper on the board on an acting basis, as he is entitled to do. This could have put
the appointment for the nine-year term in the hands of a new president, possibly a
Democrat, if Mr. Ford is not continued in office.

As this sort of politicking has continued, the post has lain vacant since mid-May,
when Don MeBride retired. Left on the board are Chairman Aubrey Wagner and
William Jenkins, who sometimes disagree on vital issues, such as TVA policy on
expanding nuclear generating capacity. The original intent of Congress was that
such major decisions would be made by a full, three-member board.

Indeed, there is considerable question today in Congress and in TVA’s seven-
state service area whether even the three-man board’ is sufficiently responsive and
responsible to the publie interest. Senator Brock and Senator Wendell Ford have
offered separate proposals for broadening public representation in TVA matters,
and both plans deserve careful consideration.

Meanwhile, President Ford will be acting less than responsibly if he does not
quickly withdraw the Hooper nomination and send the Senate the name of a man
with proper credentials to help guide TVA. If political considerations must be the
guide, there surely are Republicans with better qualifications.

EXHIBIT 111
[From the Mountain Eagle, Whitesburg, Ky., June 26, 1975]
TVA Tmvser To Be WeicHED
(By James Branscome)

The senior timber cutter for a private company operating on the Tennessee
Valley Authority’s Land Between the Lakes recreation project in western Ken-
tucky has accused TVA of under-estimating the volume of timber the agency
allows to be cut from the area.

R. C. Reynolds, who is employed, by Awveritt Lumber Co., Inc., the TVA
contractor, told the Mountain Eagle in a telephone interview last week that he
believed one 50-acre tract of timber was under-estimated by 40,000 to 50,000
board feet. He estimated in other cases that TVA's figures were low by five
per cent.

Averitt, the single TVA contractor, cuts two million board feet from the Land
Between the Lakes (LBL) each year.

.ast week the Eagle quoted records and sources which cast doubt on the
aceuracy of the TVA timber estimating practices. Based on that information, the
paper said TVA figures on about 700 acres of the timbering area were low by
several thousand board feet.

Reynolds said he was approached by Kenneth Averitt, the manager of the
company, and told that “beginning immediately” all timber hauled from the area
would be weighed for accuracy by weighing each truckload. The actual volume
of the timber can be estimated so that TVA and the timber cutters, who are paid
on the basis of TVA’s estimate of the board feet, could be compensated more
accurately for the timber.

In the interview Reynolds also agreed with Eagle sources that the average
truckload of timber hauled from the area contains about 3,000 board feet. “Some
loads could be a lot more,” he said . The load count from several tracts—based on
this average figure—varied considerably from TVA estimates, the Eagle said
last week.

Reynolds disagreed, however, with his timber-cutting partner, Lester Pogue,
who had explained that a $700 payment questioned by the Eagle was for work
the pair had done in the lumberyard. The payment was back-payment, according
to Reynolds, for a raise he demanded on the amount received on each cord of
wood cut in conjunction with the timber.

TVA said last week that Kenneth Averitt's explanation for the amount was a
payment to “keep money in his timber-cutters’ pockets.”” Eagle sources said earlier
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that this payment was for additional timber the cutters believed they had cut
above TVA’s estimates,

Reynolds confirmed Eagle sourees who said he had complained to TVA’s chief
forester at LBL, Bob Drexler, that he believed TVA was under-estimating its
timber sold to the Averitt Lumber Co. “I told Drexler that I act ually believed
your boys are actually making a mistake," he said.

Reynolds named three tracts—Woodson's Chapel, Long’s Creek, and Gray's
Cemetery—where he said he thought TVA estimates were particularly low. TVA
foresters measure the timber while it is still standing and demand no further
accounting. The company’s contract calls for payment to TVA based on these
estimates and not on a final count.

In the interview Reynolds also:

—Confirmed reports that the company is not complying with safety and work
requirements that are in the TVA contract. He said that the com pany furnished
neither water coolers nor toilets to the timber cutters as provided in the TVA
contract and did not have procedures established for emergency medical treatment.

In one case he said he guided an injured timber cutter, with blood streaming
from a head wound above his eyes, “about a half mile and put him in my station
wagon. They haven't got an ambulance. They do a lot of talking on these things,
but talking and doing are two different things.” The timberman was sliced in the
head by a chain saw and has not returned to work since the accident one year
ago, Reynolds said.

—Supported contentions by Eagle sources that Averitt Lumber Co. pays low
wages to its workers. “They don’t pay those workers very well. When they
started they were going to pay a commission on weight. T think these boys are
;lzetti?)g a beating."” He said approximately 20 employees work in LBL for Averitt
Jumber.

—Said that Kenneth Averitt, “whom I had not seen in over a month and a half,”
came to the woods last week to say that “‘a reporter had called’ and that weighing
of trucks would begin immediately at the Cadiz, Ky., lumberyard owned by the
company.

Reynolds said that weighing each truck would meet his objections to the
timbering practices TVA resources project director at LBL, Dr. Ray Nall, did
not return phone calls made by the Eagle last week to ask further about the charges
related to the timber cutting. The TVA public information office in Knoxville
was asked last week to reply to the charges of Eagle sources, but as of Tuesday
of this week had given no response.

TVA seized the 170,000-acre LBL area in the 1960's for a recreation project.
The timber cutting in the area is only the latest in a series of controversies sur-
rounding the project. Former land owners and some county officials in the area
have petitioned Congress to turn the TVA management of the LBL over to
another federal agency.

TVA says that some of the timber eut from the area is going to the Peabody
Coal Company for mine timbers.

[From the Marshall County Courler, Benton, Ky., Oct. 22, 1975]

NotTice—TVA TiMBER FOR SALE

The Tennessee Valley Authority offers for sale a tract of standing, selectively
marked hardwood timber cnnlninin%‘ an estimated 132,638 board feet of saw-
od.

timber and 170 cords of pulpwo he timber is located in Land Between the
Lakes in Stewart County, Tennessee, approximately ten miles north of the
intersection of U.S. Highway 79 and The Trace (Tennessee Highway 49).

Sealed bids will be received by the Forest Management Section, Land Between
the Lakes, Tennessee Valley Authority, Golden Pond, Kentucky, until 10 a.m.,
Central Standard Time, October 29, 1975.

Parties interested in inspecting the aforementioned timber should contact the
above office. Office hours are 7:00 a.m. to 3:45 p-m., Monday through Friday.
Bid forms and detailed information may be obtained from the forester in charge,
Land Between the Lakes, Golden Pond, Kentucky, telephone number (502)
924-5602.
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EXHIBIT IV
[From the Loulsviile Courfer Journal, Dec, 7, 1075)
TVA Remvpurses Farmers $231,000 ror Burnep Crors

(By Bill Powell)

Papvean, Ky.—The Tennessee Valley Authority (TVA) has paid farmers
$231,000 for sulfur dioxide damage to crops around Shawnee Steam Plant in
MecCracken County, Leonard Smith, a member of the TV A legal staff in Knoxville,
said vesterday.

Smith said payments covered damage mainly to tobacco, soybeans and gardens
caused by sulfur dioxide burns in 1971, 1974 and 1975.

He said 215 claims were made and settled “without a single case going to court.”

Smith said that yesterday's report is considered final but that subsequent
claims of sulfur dioxide damage will be considered.

The worst burn was reported July 21, 1975, as smoke from the large steam
generating electrie plant affected a swath of f:mnl:md about six miles wide and 14
miles long.

Numerous farmers complained, and the settlement arrangement resulting in the
$231,000 payment was worked out in a series of meetings of TVA officials and
farmers—with Gov. Julian Carroll and U.S. Sen. Wendell H. Ford, D-Ky.,
attending one meeting.

Until then, TVA had made only one payment in the area, for crop loss from a
1974 burn.

After the July burn, TVA started an emergency system of sulfur dioxide control
that was maintained until the crop growing season ended in the fall.

Dr, Larry Montgomery, chief of TVA’'s air quality branch in Muscle Shoals,
Ala., said yesterday that the emergency system resulted in numerous power
cutbacks and extensive burning of low-sulfur coal at Shawnee, a 1.7 million
kilowatt plant on the Ohio River 16 miles west of Paducah.

TVA also is establishing a system to limit sulfur dioxide emissions at Shawnee
that Montgomery said he hopes will be operating fully by the end of this month.
Computer and other pro I1h-1:1- delayed a November operations start.

The new system, he said, “undoubtedly will have bugs in it at first but we are
confident it will be :ndjue-‘il-d for full use before the next crop season.”

He said the system will eliminate the guesswork and “loose motion” of the
emergency system. Monitors, 14 of which already have been installed at Shawnee,
and computerized equipment will be used to control sulfur dioxide emissions,
Montgomery #aid.

The basic controls still will be generation cutbacks and use of low-sulfur eoal,
but Montgomery said the “sophisticated, efficient system will eliminate eutbs |ck-1
and unnecessary fuel expense oc r‘nrrmg because of the erude emerge ncy system.’

The new system will cost $1.2 million to install and about $3 million a year to
operate and maintain. About $2.6 million of the cost will be for electric power
TVA will have to buy from other generation sourees to replace power lost through
reductions resulting from cutbacks.

[From the Wall Street Journal, July 31, 1975]
TVA InacmioNn Hewrep Cavuse FiRe AT PLANT IN ALaBAMA, NUCLEAR AGENCY

StAFrF Finps

WasnineToN.—Inaction by the Tennessee Valley Authority and some of its
workers contributed to the cause and severity of a fire at the utility's nuclear
plant in Alabama, the staff of the federal Nuclear Regulatory Commission said.

In a report on the March 22 fire and in & letter to the utility, the NRC’s Office
of Inspection and Enforcement also charged that the TVA violated some of the
nuclear agency’s rules. The alleged violations basieally involved certain paperwork
requirements on safety procedures at TVA’s Browns Ferry nuclear plant near
Decatur, Ala.

The utlllt\' was asked to reply to the allegations within 20 days, after which
the NRC will decide whether to file an enforcement action. The '\gPNC} can fine
companies or suspend or revoke their licenses to operate.
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The staff report found that in addition to the alleged rule violations, various
actions and inactions by the company and some of its employes contributed to
the blaze. For example, the report said that TVA training of its personnel in fire
fighting was “inadequate.” It also said that workers failed to report many small
fires that occurred before the March 22 incident.

The fire burned cables leading from the main control room to the plant's two
operating reactors, each rated at 1.1 million kilowatts, and to a third reactor under
construction. The report confirmed earlier reports that the fire originated from a
candle used by workmen to check for air leakage in an electrical-cable penetration
between a cable room and the reactor building. Some foam used for sealing the
leakage caught fire, according to the report.

The fire burned for several hours, damaging about 2,000 cables and causing the
closedown of both generating units. Also due to the fire, all closedown cooling
systems for the units were inoperable for several hours, though they didn’t
cause any major problems, the report stated.

The units currently remain closed down, the NRC said. In March, the TVA
estimated the plant would be closed for only about three months.

The report said the TVA didn’t recognize the significance of the flammability
of the materials involved in the fire and didn’t prepare proper procedures for the
sealing operation. The report also cited a delay in applying water to fight the fire
and difficulties in using the self-contained breathing apparatus caused by in-
adequate training and maintenance. The report also said closedown of the reactors
was delayed because control-room personnel lacked knowledge on the location
and severity of the fire.

The alleged NRC rule violations included performing leak testing and sealing
without developing detailed written procedures to control the work: failure to make
a written safety evaluation of the reactors' operations while cable penetrations
were unsealed; failure of persons discovering the fire to sound the fire alarm, and
failure to take corrective action after two minor fires that oceurred before
March 22.

EXHIBIT V
[From the Mountain Eagle, Whitesburg, Ky., Oct. 17, 1074)
TVA axp Pranopy Dean Bewino Doors
(By James Branscome)

The nation's largest power company locked itself behind closed doors last
Thursday and loaned the nation’s largest coal company $23 million. In a financial
move that set Peabody Coal Company executives to jabbering like hungry
monkeys suddenly unleashed on a banama boat, the Tennessee Valley Authority
Board of Directors approved a Peabody plan for the federal agency to use its
funds to open a new deep mine for the company in Western Kentucky.

It was not the first deal struck between the child of the New Deal and the child
of the giant Kennecott Copper Corporation, but it clearly was one of the coziest
bottle-sharing exchanges the two have ever formulated. In New York City, the
executives of the copper company were gloating that “this is the nicest contract
Peabody ever negotiated,” while in Knoxville the TV A highliners were raising their
eyebrows in befuddlement, wondering why anyone could possibly think the agency
got skinned by the conglomerate,

The TV A, which won the hearts of the nation’s liberal community over the years
with its claims of economic aid to Tennessee mountaineers, agreed to a contract
with Peabody that obligates the company to open the new mine on TVA's coal
lands on a former military reservation—Camp Breckinridge—in Union County,
Kentucky. TVA agreed to pay all capital costs and operating costs of the mine and,
in addition, granted the company a “management fee” of 80 cents a ton and a
guaranteed “reasonable profit” on all coal that comes from the 35 million ton
reserve.

In today's profit-bloated coal market that may not sound like a bonanza
immediately, but consider:

§ Peabody will not have to borrow money on the open market at the going rate
of 11 percent to finance the mine. One result of this will be that Peabody's major
stockholder, the Morgan Guaranty Trust Bank of New York City, will not have




to lend any of its money to the fumbling giant, thus continuing to roll in cash at
exorbitant interest rates while gaining a new mine.

§ The TVA will pay $12 a ton for the coal—coal it already owns—when the
mine begins production in three years. Even the most benign estimates at present
place the real cost of underground coal production at about $7 a ton. Any coal
executive knows that today’s coal market will not last forever. So Peabody is
guaranteeing itself a steady, healthy profit over at least the next 20 years from
the mine, which will produce around one and one-half million tons of coal a year.

In case anyone wishes he had known about the bidding on the project so that
he could have shared in the scramble for the contract, pocket the thought. No
bidding was allowed. Peabody was the only company notified of the offer. But any
poor person could probably have beat Peabody's elaim that it could not afford
the capital for a new mine. Kennecott’s profits (Peabody does not list its profits
since it is wholly owned by the parent) were up 52 percent last year. Kennecott
itselfl has assets of over $1.4 billion and the .\'le-rgm: Guaranty Trust Bank has
assets of more than $13.6 billion.

The new deal came to light last week as a Mountain Eagle reporter was chasing
the TV A brass in and out of restrooms, up and down halls and elevators, and other
various and sundry places trying to ask the agency why it was buying coal from
Peabody in the first place. The company has a fatality and injury rate for its
miners that exceeds anything in the industry. And even while TVA was pouring
money into the giant, the government was enforcing an order that Kennecott
sell Peabody for violation of the Clayton Anti-Trust Act. (The U.S. Supreme Court
has ruled that the Federal Trade Commission was right in demanding that
Kennecott sell the company by April 1, 1975, In order to comply with the law.)

Why would the TVA—an agency with a supposed conscience—be buying coal,
a majority of all the coal it buys, from a company like that?

When the Eagle finally backed Don McBride—one of the three men who rule
the agency—up against a wall and asked that question, he said, “It’s not TVA's
responsibility to enforce mine safety standards.” McBride, who won his board
appointment because of his friendship with Senator Kerr of Oklahoma (the same
a8 Kerr-McGee oil company) also said he had been in a Peabody deep mine
that the company already operates on TVA property at Camp Breckinridge.
“T've been down into the Breckinridge mine, and 1 didn’t like it at all,”” he said.

The second board member, Bill Jenkins, a Nixon appointee, did not even know
he had just voted two hours earlier to lend Peabody the money for the new
mine when he was asked about the contract. And Jenkins still had a report on his
desk that the Eagle had sent him two weeks ago—at his request—detailing that
Peabody had an injury rate four times the national average at its mines that
supply coal to TVA. The report also showed that Peabody led the nation in deep
mine deaths in 1971 even though it is primarily a strip mine company.

To his eredit Jenkins did tell the board meeting (a combination of some 20
top staff and the three board members) that he had a report on Peabody that
did not make the company look good safety-wise, but he said that he got no
response from the meeting.

The third TVA board member, Chairman Aubrey Wagner, did not visit the
restroom during the four hours the Eagle was on the executive floor, so he could
not be reached for comment on the Peabody matter. Wagner called for repeal
of sections of the 1960 Mine Health and Safety Act in a June 17, 1974, speech
to the National Coal Association, so it is doubtful he would have expressed any
concern about TVA buying coal from a eompany that ranks mayhem higher than
safe mining.

C. E. Wilkerson, the TVA executive who buys the agency’s 40 million tons—12
million tons supplied by Peabody—of coal each year, was not reticent about
falking about Peabody’s mine safety record, however. Asked if he was concerned
about the safety record of its chief coal supplier, Wilkerson said flatly, “No!”
He continued, “It’s not part of my responsibility. If the mines are unsafe, it’s
another agency’s responsibility.”’ Asked why TVA would enforce its own reclama-
tion standards for strip mining, even though all states from which it buys coal
have a more vigorous program, and not be concerned about mine safety, Wilkerson
said, “I have no comment.” This was one of nine “no comments” that he made
during a telephone interview.

TVA’s chief press spokesman, Paul Evans, was more lucid about why the agency
did not concern itself with mine safety at its supplying mines. “Buying coal is
just like our buying turbo-generators for our steam plants,” he said. “We don’t
write into our contracts compliance with any laws that are not required.” The
agency was aked if it could supply any records indicating that TVA had ever
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expressed concern in any fashion about Peabody’s mine safety record. Lee Shep-
peard, another TVA spokesman, said it could not.

Peabody owes its very lifeblood to TVA. It was TVA which gave the giant its
major long-term contracts in the 1960's guaranteeing it a profit far into the
future. TVA has used its power of eminent domain to condemn land for Peabody’s
mines. It even built the Paradise Steam Plant on a Peabody strip mine in Muhlen-
berg County, Kentucky, after it destroyed the town now immortalized in the
song “Paradise’’ by John Prine. The two are inseparable. And, as Prine's song
laments, both claim their union is “for the progress of man,"

EXHIBIT V-A
[From the Wall Street Journal, Feb, 9, 1076]

- - . * * . .

Some Congressmen and other critics of Big Oil worry about the oil companies,
ownership of 17%, of proven U.S. coal reserves. The critics fear that oil companies
are investing in coal and other alternative fuels simply to prevent their develop-
ment as competitors of oil. The oil companies say they are investing in alterna-
tive fuels to help replace diminishing domestie oil reserves. They say that with
their technological capability and capital, they are in the best position to increase
alternative-fuel production.

Consolidation Coal Co.’s 1976 capital budget, for example, is $336 million,
rimarily for increasing production and complying with new environmental laws.
efore its acquisition by Continental Oil Co. in 1966, Consolidation, the nation’s

second-biggest coal company, never had an annual capital budget larger than
$40 million, says Howard Blauvelt, Continental’s chairman.

Some critics suggest that the oil companies are responsible for the sharp inerease
in the price of coal in recent years, Aubrey J. Wagner, chairman of the Tennessee
Valley Authority, one of the nation’s biggest coal consumers, told a congressional
subcommittee last November that during the 1960s, the average price of coal
delivered to TVA steam plants was a little more than $4 a ton. By 1974, it was
$8.50 a ton. When he testified, it was around $17.

HEALTH AND SAFETY

Howard C. Hardesty Jr., a vice chairman of Continental Oil, told the same sub”
committee that the coal price increase resulted from sharply higher outlays for
health and safety programs and for meeting new environmental requirements.

But Mr. Wagner testified: “We recognize the coal industry has experienced
increases in costs, as have other industries; however, we believe the increase in
prices substantially exceeds the increase in costs. We cannot say whether, or to
what extent, these increased prices resulted from the decline of the independent
coal producers. But we do believe the acquisition of coal companies by large
congﬂomﬁmt-es has been a factor in reducing the competition in the overall fuels
market.

Mr. Wagner noted that in 1960, oaly one of TVA’s major coal suppliers was
not an independent coal company. Now, he said, only one of its major coal sup-
Eliers is an independent. Seven of TVA’s current major coal suppliers are controlled

y large oil companies or by conglomerates also engaged in developing or market-
ing oil and gas,

Some oilmen see a breakup of Big Oil as only the first step in an attempt by
Congress to nationalize the oil industry. Some Congressmen, says C. John M uller,
?mt president of an association representing independent oil producers, want to

‘shatter the industry so the federal government will have to take over and pick
up the pieces.”

EXHIBIT VI
[From the Paducah Bun Democrat, November 1975]

TVA’s RaTe StrucTurRE CaLLEp UNCONSTITUTIONAL

NASHVILLE, Tenn. (AP).—A U.8. District Court was asked today to rule
that Tennessee Valley Authority’s rate structure, particularly as applied to extra
large industrial customers, is unconstitutional and in violation of the TVA act.
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Clifford Allen, Metro Nashville's tax assessor and & critic of TVA, asked the
Middle Tennessee court to accept his challenge to the federal agency’s rates as
.%n amendment to a lawsuit against TVA’s loeal distributor, Nashville Electrie
Service.

“We are going to test the right of any public agency to charge an industry less
than cost and make up the deficit at the expense of other taxpayers or consumers,"”
said Allen before filing the papers.

The court papers also claim TVA's rate schedule “is calculated 1o encourage,
not less, but greater use and consumption of electrical power, by reducing the
price and the rates that are charged, the more electricity a customer uses."”

Allen said these rates are maintained despite a national policy “to encourage
every citizen and concern to economize sources of energy.”

Allen, the Democratic candidate in Tuesday’s special election for the vacant
5th Congressional District seat, contended TVA is selling or compels its distrib-
utors to sell power to large industries “‘at rates which discriminate against other
consumers and customers.”’

TVA, as of last year, sold power directly to 50 industries and 10 federal installa-
tions and to 160 municipal and cooperative distributors in Tennessee, Georgia,
Alabama, Mississippi, Kentucky, Virginia and North Carolina. The suit could
affect contracts between TVA and all of its distributors.

Allen claimed Nashville Electric Service was charged by TVA an average of
$0 for each thousand kilowatt hours of electricity distributed to NES customers,
which meant a net cost to NES of $10.80 per thousand KWH when operating
and billing expenses were added.

In contrast, Allen claimed, DuPont's local plant has been paying only $8.78
per thousand KWH and the local Ford Motor Co. glass plant paid only $8.85
per thousand KWH.

“As recently as May, 1975, homeowners on an average paid Nashville Electric
Service $20.10 for the first 1,000 KWH of electricity used and some light industry
during the same time period paid $31.55 per 1,000 KWH used,

“During that time the average cost of electricity furnished Nashville Electric
Service by Tennessee Valley Authority was $13.40 per 1,000 KWH. But DuPont
was charged only $12.95 per 1,000 KWH or 45 cents less than the average cost

charged Nashville Electric Service . . ." the suit claimed.

EXHIBIT VII

Law Orrices oF J. GRANVILLE CLARK,
Russellville, Ky., February 14, 1976.
Mrs. CoriNNE WHITEHEAD,
Route 9,
Benton, Ky.

Dear Corinne: In tryving to go over the matter we discussed yesterday, I really
think what you have planned to say to the committee would be more appropriate
than the thoughts that I had; however, I thought the following might be helpful
to you.

From the very outstart of TVA they have attempted to broaden their area of
operation. In the beginning TVA sought authority through the courts to extend
transmission lines outside of the Tennessee Valley area on the idea of distributing
surplus power. Then TVA sought authority to build a steam plant in order to
supplement power generated at the dams. Now probably 109 of the electricity
generated by TVA comes from the dams and TVA now claims the right to trans-
mit electricity anywhere within the eastern half of the United States.

In the Welch case due to wartime need for production of electricity TVA
condemned land necessary for the Fontana Dam. In so doing they flooded the
roadway to an area containing 44,000 acres and the state would not rebuild the
roadway. Due to the emergency situation created by TVA, the Supreme Court
allowed TVA to condemn this 44,000 acres. In the LBL case TVA claimed the
right to buy this property in order to demonstrate a recreation project which
the court allowed. In the Elk River project they claimed the right to have a four
prong project: generation of electricity, flood control, recreation, and resale of
lake front property to a state development commission. Now in the Little T
project TVA admits that the generation of electricity, flood control and recreation
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are relatively insignificant and are condemning land for the purpose of creating
industrial work sites and recreation facilities. In fact TVA now claims that the
agency has a right to take any land that in the opinion of the administrative
board would promote the general welfare of the peoples of the Tennessee Valley
area. This agency has probably become more powerful than the Federal govern-
ment in many respects.

I am attaching hereto a chart showing the predictions that TVA made for
the Melton Hill project and showing that in the 8 year period their predictions
were 199, of their estimates. The manager of TVA, shortly after the Brown's
Ferry Nuclear Energy Plant fire, said that it would take approximately $100,000
to repair this plant. The other evening he made a statement on television that
they had already expended more than $6 million in repair and redesign work.

The history of TVA is replete with predictions and promises made by TVA
officials that have failed to materialize. However, this is easily understandable
by reason of the fact that when any individual or agency assumes a position of
divine Euidance they will fall short in their planning.

Sincerely,
J. GRaANVILLE CLARK.

Enclosure.

Avagust 2, 1971.
TVA’s Meuvron Hinn Prosecr

The Melton Hill Project was justified by TVA on the basis of navigation and
power generation benefits.

TVA claimed navigation benefits would amount to $720,000 per year at a
savings rate of $0.54 per ton shipped.

The table below presents TVA's estimated annual navigation benefits versus
the actual navigation benefits for years 1963 through 1970.

Estimated Actusd
annual
navigation Benefits Percant of
benefits or savings estimate
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Source: Mr, Douglas Williams, president, Loudon County Taxpayers Association, Inc., Lenoir City, Tenn.

EXHIBIT VIII
[From the Loulsville Courler Journal]

WesTERN KENTUCKY, CALIFORNIA SHARE EARTHQUAKE RaTiNG
(By Bill Powell)

There’s no noticeable indication that residents of Western Kentucky and
Southwestern Indiana fret much over the possibility of being jolted by an earth-
quake.

Little earthquake insurance is sold: rarely does anyone inquire about earth-
quake safeguards at Kentucky and Barkley dams, and earthquakes are not major
discussion subjeets in schools.

Yot i

Western Kentucky and the southwestern tip of Indiana are part of an area that
has the same top earthquake risk rating as the San Francisco Bay area of Cali-
fornia, where a lot of folks live in fear of quakes.

What's more, one of the nation's leading experts on earthquakes, Dr. Otto
Nuttli of St. Louis University, said in a recent interview that tremors from the
Western Kentucky-Southern Indiana area are recorded almost daily at the univer-
sity.
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Dr. Nuttli said, “The Paducah area certainly is an active seismic zone . . . with
the possibility of having an earthquake as big, or about as big, as the largest ever
oceurring anywhere in the world.”

He also said, “There is nothing to be panicky about . . . there is nothing to
joke about either."”

Dr. Nuttli, a doetor of geophysics at St. Louis University and a man who prob-
ably keeps a closer tab on earthquake possibilities for Western Kentucky and
paris of nearby states than anyone else, said of quakes:

l “We ]-(PUW they are going to happen because the smaller ones are happening all
the time.”

He said that hardly a day passes without a tremor being recorded from an
area comprising parts of Western Kentucky, the southwest tip of Indiana West
Tennessee, Southeast Missouri, Northern Arkansas, Southern Ellinois and North-
east Mississippi.

“This tells you that the area is an active earthquake region,” he said. He
added that the tremors mean there is a significant relationship to the San Fran-
cisco Bay area, which like the Western Kentucky-Southern Indiana area has a
top earthquake-risk rating of “3."”

The designation means that major earthquake damage is anticipated someday.

That “3'" rating is listed for only five other areas on the latest seismic risk map
of the United States, published last November by the Coast and Geodetic Sur-
vey, U.8. Department of Commerce.

he other areas include parts of Montana, Idaho, Utah; upper Washington;
up{wr New York; South Carolina; Maine and Vermont.

Vestern Kentucky and parts of neighboring states lie in what is commonly
called the New Madrid Fault. The fault is so named because a series of three
quakes as severe as any ever recorded occurred near the Missouri town of New
Madrid in 1811-12,

The first great shock was felt Dec. 16, 1811. Log cabins rocked or collapsed,
dishes shattered, furniture tumbled, trees crashed to the ground and large fissures
opened in the earth.

The second quake came Jan. 23, 1812, and the third on Feb. 7, 1812. All, accord-
ing to geologists, reached the maximum measurement of 12 on what they now call
the Modified Mercalli scale, which measures how hard a quake hits.

The other quake measurement used is the Richter Scale, which measures impact
as far as it reaches. The 1811-12 shocks are believed to have reached a stunning
8 on that scale. A reading of 5 on the Richter Scale means big trouble, but there
is a vast difference between 5 and 8. Motion of the earth increases 10 times with
each added point, according to Dr. Nuttli.

The New Madrid quakes were of the severity of the S8an Francisco Earthquake
of 1906, where property damage and loss of life were vast. The severity of the
1811-12 quake is calculated to occur once every 500 to 1,000 years.

The last major-damage earthquake in the New Madrid Fault was in October
1895. Buildings were knocked down, mud and water gushed from closing fissures.
There is no record of loss of life.

The 1895 quake was of the severity geologists figure occurs every 75 to 100
years in the New Madrid Fault. It registered 6.25 on the Richter Scale. The last
severe shock in Western Kentucky was in 1968—it measured 5.5 on the Richter
Seale. Damage was widespread but light.

Dr. Nuttli said, “It is natural not to worry about earthquakes in your (Western
Kentucky) area, because who remembers 1895?7"

But, he said, because of the constant tremors and the recurrence schedule
(plus no assurance that the worst earthquakes can't happen in quick succession),
“‘We are carrving out a program of research as part of the U.S. Geological Survey
research effort to try to predict earthquakes.

"Hrgc, we must depend on seismograph traces, recordings of instruments,”
he said.

8t. Louis University has 16 seismic monitoring stations in neighboring five
states, including five stations in western Kentucky.

Dr. Nuttli has been a professor in the Department of Earth and Atmospheric
Sciences of the university since 1052, He is nationally respected as an earthquake
authority. He is serving a four-year term on the U.S. National Committee on
Geology, which reports to the secretary of the interior and U.S. Academy of
Science. He also is a member of the U.S. Committee on Seismic Risks, and is
helping prepare a new risk map.
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Senator RaxporLpa, Mis. Morgan, will you be our next witness,
please?

STATEMENT OF SHIRLEY MORGAN, JACKSBORO, TENN.

Mrs. Morean. Thank you.

May I say one word before I go any further about Ms. Whitehead’s
statement? At the last TVA board meeting, I was there. | was politely
asked to come in and be seated with the board members and M.
Wagner answered one little question and then presumably was going
to pat me on the head and let me be along on my way.
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I didn’t go there to do that. So that is one reason why I am here
today, so I will go on with my statement.

Senator Raxporer. That is very important.

Senator Baker, I can personally testify, she certainly was there
I was home for the Lincoln Day recess at the time and watched
television. I can say without any hesitation Mrs. Morgan made an
impression on the board.

Mrs. Morean. Well, I am going to make one here.

Mr. Chairman, members of the committee, my name is Shirley
Morgan. I am from Jacksboro, Tenn. First of all, I have been here
since Sunday and the only thing that has really impressed me about
this place is Senator Rundolph. I think he is good.

Senator Raxporpa. Will you repeat that?

Mrs. MorGan. I really enjoyed what you said yesterday. It
sounded fruitful. You sounded like you were interested in me and
everybody. And I thank you because it is very great.

Senator BAxer. You are off to a good start.

Mrs. Morean. I didn’t even realize that.

Senator Raxporps. Thunk you, Shirley.

Mrs. MorGan. You are welcome. Oh, I wish we had you on the
TVA Board. I am here for one simple reason. I don’'t know Mr.
James Hooper personally, but I don’t think he can help the TVA
run its business.

The people in Tennessee, as well as the whole country, are upset
over some of the things that the TVA is trying to pull. We need
strong leadeiship on the TVA Board of Directors. After what we
heard yesterduy, I dare anyone up there before us to look me straight

in the eye and honestly tell me that Mr. Hooper can do this job.

I have been to the lust TVA Bourd meeting and I don’t like the

way it is run. I don’t think it is run for us or for the benefit of us.

I think that TVA has got to get back for us. We will support them if

they hvlFl us. So I think we need someone up there for us, us little
)

people. That is who counts. I count. I pay my taxes. I think that we
should have a say in some of the things that go on.

I don’t know how to run it, but we pay people to do our business for
us, such as Senators Howard Baker, Bill Brock, and the rest of you
people. It is your job to know what is best for us. And that is what I
am asking for.

I am going to be at every TVA meeting from now on. That is part
of being a good citizen. The next part is having honest men in our
Government. When we voted you in, you were to work for the good of
the country and the people who you are serving. The little people who
are doing their thing, go to work and pay their taxes.

Now, 1t is your turn to do your job, approve only the best one
who can get the job done for us, someone with the background and
knowledge of running a big business, such as the TVA.

I know of several people who aren’t eating well at this minute.
From December to the month of January, the electric bills didn’t go
double but they went over double. I know of one lady who 1 have
known all my life. You tell me how she can pay an electric bill of
$105 on a $185 Social Security check.

Something has got to be done for these people. I can pay my
electric bill. My husband works and I work. I am proud to say I am
fortunate to be able to pay it. Buy my neighbors can't pay it.
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That is why I am here. I paid my own way to come here. Nobody
is behind me except a little group of people in La Follette, Jacksboro,
and Knoxville. They want something done. T can pay mine, but my
neighbors can’t. So you tell me how someone is going to eat on $30
or $40 or $50 a month. If you can show me that, that is what I asked
Wagner. I haven't gotten an answer, but Friday I will have an answer.

I want someone on the TVA Board of Directors who, when I go to
him, they are not above me. They are just like I am. I have got to eat
just as well as that fellow. I don’t mind how much money you pay
them. Let them make their money but let them remember us, the
little people. That is what we have got to have recognized.

I worked and got over 4,000 signatures, in the last 2 or 3 days before
I started up here, of people who are interested in this. This petition
is signed and is supposed to go to Senator Howard Baker, of course.
I would like to read it for you:

I have a petition with 4,000 signatures on it from people who
are against, tﬁe nomination of James Hooper to the TVA Board. I

got these signatures in less than 5 days. With more time I could get
five times that much right around home. Let me read you what the
Be%t-mn says: Hon. Howard H. Baker, Jr., U.S. Senate, Washington,

Dear Senator Baker: We, the undersi med citizens of Tennessee; urge you to do
all you can to oppose the nomination of James F. Hooper to the Board of Directors
of the Tennessee Valley Authority. This winter we and our neighbors have paid
the highest electric bills we have seen in our lives, more than double what we paid
last year.

At a time when electric bills have become such a crushing burden on the people
of the Tennessee Valley, any new member to the TVA Board should be chosen with
one thing in mind: the experience and professional background to help TVA find
ways to reduce the burden of rising electric rates. We do not think that James
Hooper's background shows that he is qualified for the job.

This is what the people who have to pay TVA's bills think about Mr. Hooper.
We hope you will take their advice,

Mrs. Morean. I thank you. _ p :

Senator Ranporer. Thank you. Your statement will be printed in
the record. (See p. 188.)

Thank you, Mrs. Morgan. :

I ask you to return to your comment about the amount of the bill,
of a lady who is a neighbor of yours. Was the amount of that electric
bill for one month?

Mrs. MoraaN. One month.

Senator RaxpoLpn. What was the amount?

Mrs. MorGaN. The most I collected—Friday night and early Satur-
day morning, I collected over 1,000 electric bills. Over 900 of those
electric bills from December until January doubled. If you had a $40
electric bill for December, your electric bill T can guarantee you was
not under $80.

If it was $80, it was over $200. I looked at these blllS._ I know what
I am talkln[z_ about. They are at the Tennessee Valley right now. My
husband delivered those bills yesterday so they could be looking after
them but they didn’t believe me either. That is what is happening.
Tknow. I saw it. I collected these things and it wasn’t easy.

Senatqr Raxpovrrn. I am certain of that, the collection and the
information you are bringing to our attention. I want to be specific
now about the one bill that you mentioned.
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Mrs. Moraax. Her bill was $105.

Senator Raxporra. $1057

Mrs. Moraan. Yes.

Senator Raxporpa. All right. The electricity for which that bill
was rendered, was that to a person living in a large house?

Mrs. Moraan. No.

Senator RaxporLpH. Tell me the picture.

Mrs. Morean. It is rather a new little house. It is sort of like a
small home. It is about a 5-room house; just a small house. It is a
widow woman who lives by herself. There is no one else at home
except just her. Her husband is dead and she has no small children
in her home.

She only has her social security check to live on. It is not a bi
home. I don’t suppose it is one of the best homes, but it is new an
it is rather nice.

Senator RanpovLr. The name of the lady, please?

Mrs. MorGan. Mrs. Flossie Blank of Careyville.

Senator Ranporrn. Howard, I turn to you. How can such a bill
be rendered in 1 month there on a valid assessment? Can you imagine
it? I am just tempted to reconcile this figure.

Mrs. Moraan. I have a list where 1 have gotten over 200 where
it went from $60 to $200; $70 to $190. In many instances they more
than doubled. They went over $20 and $30, but there were 5 days,
mind you, 5 days now, that were added on. Of course, it was colder,
but the point I am trying to get across is something has to be
investigated.

Senator BaAxker. Mr. Chairman, I would like to say this. I had the
opportunity to talk with Mrs. Morgan briefly before the hearings
began this morning. She says she comes from Jacksboro, which is in
Campbell County, and very close to my hometown. We had a brief
chat this morning.

I fully agreed with her then, as I do now, that the escalating fuel
costs are just an impossible burden for our low income citizens and
for many of our elderly citizens in the area.

As T indicated to Mrs, Morgan then, I have an idea that before
we are done with this and find any sort of solution, that we probably
will have to take up and consider a whole range of possibilities and
maybe even put several different ideas into effect before we get
anything like an equitable remedy for this situation.

I think there is one point, Mr. Chairman, that we ought to take
account of. I think Mrs. Morgan has done a good service, not only
for her neighbors and for the people of that area, but for this com-
mittee, in intensifying our attention on this matter and publicizing
it. That is an American tradition, to call public attention to matters
of great concern.

think we ought to do one other thing. I think we ought to ask
the staff of the committee to confer with Mrs. Morgan after this
hearing and go over and take additional information from her on the
product of her collection of these bills so that we can answer your
question about how that sort of bill could occur.

I don’t know, to answer your question, whether it is entirely a fuel
cost escalation or whether 1t is a different billing period or what.




188

Mrs. MorGaN. They have no answer.

Senator BAER. I bet they will have an answer.

Mrs. Morcax. They will Friday because we are going to take a
tour of La Follette.

Senator Baxer. I think this is a good case study. Why don't we,
Mr. Chairman, if you are agreeable, ask our staff to cooperate with
Mrs. Morgan to try and correlate and analyze this? She has done such
a good job of collecting.

Senator Raxporpn. Senator Baker, that will be done.

Senator BAker. This, Mrs. Morgan, I hope would further your
cause.

. Mrs. Morean. I don’t have any cause, Senator Baker, other than
Lu:ﬁt. trying to get Iw.llp to the people who need it. We do need attention
ack there for people who don't have enough food to eat as it is. I

mean you have to stay warm and you have to have food. It is just
not there.

Senator BAKER. That is undenied. We intend to do whatever we

can to try to be helpful, Mrs. Morgan. You have been very helpful
to us.

Mrs. MorGan. Thank you.
Senator Ranpropn. Thank you, Mrs. Morgan.
[Mrs. Morgan’s statement with attachments follows:]

STATEMENT oF Mgs. SHIRLEY MoreAN, JAackssoro, TENN.

Mr. Chairman, members of the committee. My name is Shirley Morgan. I am
from Jacksboro, Tennessee. Thank you for this chance to talk to you about some-
thing that is very important to me and my neighbors in Tennessee. I am here for
myself, as someone who pays TVA’s bills, and as a representative of a group of
people in Campbell County who have gotten together to try and do something
about the electric bills we have to pay now.

I am giving you a copy of some news articles which describe trip we made to
the TVA Board meeting last week to tell them about our problems. We have just
gotten started and there are a lot more people who want to help us try to make
TVA lower its electric rates.

As I have said, we have met with the TVA Board members. We don't have any-
thing against them personally, but we know how important it is to have people
we can trust on the Board.

I am interested in the TVA. T have always been for it and I defended it. That is
why I am here to tell you that we need strong leadership on the Board of Directors.
Over the past few years the TVA has gotten out of hand. The people don’t
think that they have any say in what the TVA does.

Over the past month many of our electric bills doubled. TVA now charges over
twice as much per kilowatt hour now than it did a year ago. Many of our bills
have gone from $40 to over $200. One lady, who lives in & five-room house and
whose only income is a $185 Social Security check, has an electric bill of $106.
There are lots of people like her.

There is no way that people in Campbell County and the surrounding area
can pay this kind of bill. A lot of people in these areas live on Social Security checks
of about $150 or $200 a month, or they have low-paying jobs of $2.10 or $2.50.

We feel that it is time for TVA to try and find some way to help people who can’t
afford to pay this much for electricity. We need somebody on the Board who will
make TVA try and help us.

Other people can tell you the details about the man the President has selected,
I don’t know a lot about him, but it does not seem to me that he was chosen be-
cause he is the best man for this job, He doesn’t seem to be the kind of man who
will really help TVA solve some of the problems it has.

We are the government and TVA belongs to us. The big men have forgotten
that but the little people remember. We want intelligent and honest men to run
TVA for us. TVA is too important to put in the hands of incompetent people.
We need someone who has proved that they can get our confidence and who ean
do a good job for us.
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You should only approve someone who is both a good leader and a good
businessman.

I am not just speaking for myself. People all over the Tennessee Valley have
the same problem. We don't intend to sit around and do nothing about this.
It is hard right now to pay our electrie bills and have enough to eat on for the
rest of the month., How do you think people are going to f[’(“F when they have to
make sacrifices to pay these bills, thinking that a damn fool is making TVA's
decisions?

I have a petition with four thousand signatures on it from people who are
against the nomination of James Hooper to the TVA Board. I got these signatures
in less than five days. With more time I could get five times that much right
around home. Let me read you what the petition says:

The Honorable Howarp H. BAxer, Ju.,
U.S. Senale,
Washington, D.C.

Deanr SBenaror Baxer: We, the undersigned citizens of Tennessee, urge you
to do all you ean to oppose the nomination of James F. Hooper to the Board of
Directors of the Tennsesee Valley Authority. This winter we and our neighbors
have paid the highest electric bills we have seen in our lives, more than double
what we paid last year.

At a time when electric bills have become such a crushing burden on the people
of the Tennessee Valley, any new member to the TVA Board should be chosen
with one thing in mind; the experience and professional background to help TVA
find ways to reduce the burden of rising electric rates. We do not think that
James Hooper's background shows that he is tgtmliﬁ{-d for the job

This is what the people who have to pay TVA's bills think about Mr. Hooper.
We hope you will take their advice.

[From the Tennessean, Feb, 13, 1876)
East Resipents Hopring Map Over TVA Hixes

(By Keel Hunt)

KrvoxviLe—Brimming with frustration over sky-high electricity bills, an
irate waitress looked the chairman of the TVA in the eye yesterday and called
him a “boogey man."

Mrs. Shirely Morgan, the waitress from Jacksboro, and about 40 other angry
bill-payers from Upper East Tennessee took their complaints directly to the
Tennessee Valley Authority’s board of directors.

“I'm mad. Everybody I brought today is mad,” she told TVA chairman
Aubrey Wagner, who moments earlier had explained that power rates have been
pushed higher this winter by increased rates and cold weather.

“We're not here to be turned away,” Mrs. Morgan said.

The busload of troubled Campbell Countains filled the normally sedate TVA
board room here to near capacity, many of them waving their own electricity
bills at TVA officials and others carrying home-made placards calling for “rea-
sonable rates.”

One member of the group, Mrs. Flossie Blank of Caryville, szid her Socia.
Security check totaled $185 a month and her electric bill for January was $106]

“I guess the only thing we can do is leave,” she said. "“I'll tell you what I'm
going to do. I'm going to get a coal stove to heat with."”

Mrs. Morgan, one of the principal speakers for the group, which has been picket-
ing a LaFollette utility all this week, said wages in Campbell County average
$2.10 to $2.30 and hour and many are forced to live on Social Security amounting
to $150 a month.

“The old people can't pay their bills,” she said. “I know one old woman who
paid her electrie bill and had $4 left for the month.”

Mrs. Morgan recalled Sen. Barry Goldwater’s proposal to sell TVA to a private
firm during his 1964 presidential campaign.

“I hated Goldwater when he wanted to sell TVA" she said. “Oh, God, I wish
we had him now!"

The protesters remained seated as Mrs. Morgan, a spokesman for the goup,
was invited to the front of the board room at the conclusion of its formal meeting.
Then she took a seat between Wagner and TVA general manager Lynn Seeber.
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She gave Wagner a petition, signed by 3,760 rate-payers, which read:

“We understand that TVA cannot avoid some of these (rate) increases. But we
urge you to do all you can to take the burden of these increases away from the
average consumers who use just enough power to cook their food and light and
heat their homes.”

Mrs, Morgan told the board some Campbell Countians have received winter
power bills that almost equal their monthly house payments. She said TVA should
adopt a “lifeline’”’ rate structure.

A “lifeline” rate system—advocated by some consumer groups but generally
opposed by TVA—would set low rates for small customers such as low-income and
elderly persons.

Wagner told the group yesterday “lifeline” rates would not help many low-
income people and would benefit many wealthy consumers who heat primarily
with gas or keep vacation homes that are not used year-round,

Also, he said the bills paid by many TVA area home-owners are high because
their homes may be poorly insulated—causing them to waste heat—and not only
because rates are high,

But Mrs. Morgan, who was frequently eheered on by her neighbors, persisted.

“We believe that TVA does not know how serious the problem is for some
people,” she said. “We also believe that many people do not realize that TVA
could change the way it charges for electricity to give a break to the average
consumer."”

Seeber told the group TVA officials would meet with them again soon, along
with officials of their local power distributor, to discuss individual problema.

Earlier, in the formal board meeting, Wagner and TVA director William Jenkins
approved:

An increase in coal prices paid to South Hopkins Coal Co. near Madisonville,
Ky. TVA officials, saying the company was facing bankruptey as a result of the
1974 price of $9.57 per ton, will now pay the company $11.52 per ton for delivery
of 20,000 tons.

A project to replace switchboard equipment in electricity control centers in
South Nashville and four other sites in the region. The replacements will cost an
estimated $530,200.

[From the Knoxville New-Sentinel, Feb. 18, 1978)
Unanmmiry Missing 18 Morgan-WacNeER CrLasni
(By Jim Dykes)

It was not what you'd eall a meeting of the minds when TVA Board Chairman
Aubrey Wagner and Jacksboro waitress Shirely Morgan met vesterday.

It was more like a head-on collison.

Mrs. Morgan led a delegation of angry Campbell Countians to the TVA board
meeting. They are furious over doubled electrical bills.

Mr. Wagner, as gently and smoothly as possible, welcomed Mrs. Morran and
the delegation of more than 60 people, He said he was gratified that they had taken
the interest to turn out, and how much he and the rest of the TVA board and staff
gathered there appreciated the visit.

Mrs. Morgan regarded him calmly for a moment, then said, “Who are YOU?”

The answer was almost lost in the roar of laughter—much of it from Mr. Wag-
ner’s subordinates sitting behind him.

Mrs. Morgan said she—and the rest—came for answers and would not leave
without them. She outlined the plight of many Campbell Countians . . . that
many work at jobs paying $2.10 to $2.30 an hour, others are on black lung benefits,
Social Security, and the like.

“Tell me, how can you get an electric bill of $104 and pay it out of Social Secu-
rity of $156 and still eat? I want an answer—and you are the boogerman!”

Mr. Wagner said his bill went up, too. But not double.

“I have a heat pump,” he said.

“I have a heat pump, too,” Mrs. Morgan said, “and my husband (a carpenter)
built our house. It is tight and well insulated. Why didn't your bill double? It was
just as cold here as it was in Campbell County.”
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Mrs. Morgan implied that Mr. Wagner receives some sort of break on his bill.
He said he paid the same rate as anyone else.

He explained that since 1969 the price of electricity has doubled but that the
price of the ¢oal used to generate it has quadrupled.

“In 1969 the price per 1000 kilowatt hours was $11.50," he said.

“In January 1976 it was $23.43,"" he said, “while the average price of coal in
1969 was $4.50 a ton: it doubled to $9 a ton in 1974 and redoubled to $18 by 1975."

He said TVA’s coal bill has inereased from about $150 million in 1969 to nearly
S!ﬂOU million in 1975 and that it would probably reach $860 million by the end of
this year.

He said materials, labor and the inflationary trend of the times has also con-
tributed to the high cost of electricity.

He reiterated TVA’s longstanding promise that when Brown's Ferry Nuclear
Plant gets on line it will help somewhat in keeping eleetrical prices lower. He said
heat generated by the nuelear plant would be that equivalent to a steam plant
paying $3 a ton for coal.

e said he has been saying for vears that coal prices must be brought under
control—that something should be done to tie coal costs to the costs of producing
coal. He said TVA still charges consumers only 62 per cent of the price paid by
the average U.S. consumer.

The “lifeline rate” was brought up. It is a means wheréby small consumers
would get electricity at a very low price.

TVA holds that this is a welfare problem and the ageney cannot determine who
should get it and who ghouldn't. Board member Bill Jenkins noted that someone
with a summer cottage on the lake—unused most of the time—would get lifeline
rates while a poor person, in a drafty house heated by electricity, might not.

“We can’t pay. We don't have it. You're getting cheaper electricity here than
in Campbell County. It's not fair,”” Mrs. Morgan charged, to shouts of approval
from the crowd.

“TVA is supposed to belong to the taxpayers. Well, we're taxpayers. Why don't
we have a say? I hated Goldwater when he came here and said he wanted to sell
TVA. I just wish to God we had him now. I wish I'd voted for him;, now," she said.

Mr. Wagner, who makes over $40,000 annually, had been asked about his salary.
He had answered by saying he wasn’t having trouble paying his bill.

Mrs. Morgan followed her Goldwater speech with, “1 know what you make .
you deserve it . . . to take talk like I'm talking. But we want answers and we
have to have them."

Mr. Wagner =aid to give specific answers he would need to look at specific
electric bills,

That broke the dam. Campbell Countians stood waving receipts. One Mr.
Wagner looked at was from Sister Yvonne Nelson’s Community Action Committee
headquarters in Newcom Community. It has, she said, a heater and a couple of
lights.

The December hill was $81.66. The January bill was $151.98.

Mr. Wagner pointed out that December’s $81.66 bill was for 2094 kilowatthours
and that the January bill for $151.98 was for 5892 kilowatthours.

He said there was a slight rate increase but that mainly January was much
colder—therefore more electricity was used—than in December.

General Manager Lynn Seeber, knowing the meeting could go no further to-

rard any agreement, proposed consulting with the La Follette power company;

then having a meeting between TVA and the embittered Campbell Countians
where electric bills could be studied in detail. Mrs. Morgan agreed to have the
electric bills in hand by next Friday.

Then she said, “I don’t know how you all adjourn these meetings but I'm fixing
to leave." She left. Meeting adjourned.

The group from Campbell County was not at all in favor of the appointment of
James Hooper, Mississippi businessman, to fill the long-vacant third chair on the
TVA Board of Directors. Mrs. Morgan is to testify Wednesday in Washington at
the Hooper hearings. She will testify “against.”

The board, in routine action, approved a contract amendment with South
Hopkins Coal Co. which increases coal prices from $9.57 a ton to $11.52 a ton.

deliveries are 20,000 tons a week from a deep mine near Madisonville, Ky. The
contract is through January 1984.

Senator Raxporepa. Mr. Brandt?
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STATEMENT OF ROBERT S. BRANDT, TENNESSEE CHAPTER,
SIERRA CLUB

Mr. Branor. Thank you, Mr. Chairman.

I am Robert S. Brandt, an attorney from Nashville and am here
today, testifying on behalf of the Sierra Club.

I want to thank the committee for inviting me to testify today on
behalf of the Sierra Club. I would like to express my thanks not only
to Senators Baker and Randolph, but to the committee staff and also
ask the staff members from other Senators’ staffs to convey our thanks
to those Senators who could not be here.

I have prepared some written testimony which I choose not to read.

Senator Baker. Would you like to include it in the record?

Mr. Braxpr. Yes.

Senator Baxer. Without objection, the statement will be received
for the record. (See p. 194.)

Mr. Branor. Senator Baker, it is very difficult to improve on what
has already been said. That is one reason I don’t want to be repetitive,
I think it is impossible to improve on what Senator Brock said this
morning.

I was most impressed with the obvious depth of his consideration
of the matter of TVA. I find it very encouraging; very, very encourag-
ing that Senator Brock has undertaken to learn as much as he has
about TVA. I hope that something will result from it.

As T stated, 1 am here on behalf of the Sierra Club. I am past
chairman of the Tennessee chapter of the Sierra Club. I also serve as
chairman of the Tennessee Conservation Commission, having been
appointed to the Conservation Commission by Governor Blanton
in 1975.

I am not here on behalf of the State of Tennessee, although I think
the Governor’s position in opposition to Mr. Hooper’s nomination
is well known.

Senator, I would like to, if you will indulge me for a moment, tell
you a little bit about my personal background.

I am from about 40 miles from Huntsville, from a town called
Norris, Tenn. I am a native of Norris, born and raised there. Norris,
Tenn., as the Senator knows, is a creature of TVA. It was conceived
by TVA and built by TVA and named after Senator George Norris,
TVA’s creator.

As I have said in my written remarks, most of us who grew up there
sort of feel that we were conceived by TVA too. When you look at a
lot of how our parents happened to get there and get together, it
may not be too far from the truth.

My father migrated to Tennessee from Chicago in the early 1930’s
to go to work in Tennessee for TVA and married a Chattanooga girl.
I am a product of that marriage. So when I say a lot of us were con-
ceived by TVA, T think that may be somewhat true.

I was raised in a TVA town. T have a TVA outlook, or thought I
did, on life. Yet I suppose I am as vocal a critic of TVA as now
exists in the State of Tennessee.

I think that is significant, that this could happen. I think that,
having people like Mrs, Morgan here today, is quite significant. We
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are the people who are supposed to be benefiting from TVA. Here is
someone who has been born and raised from a TVA town, from a
TVA family.

I guess I talk about TVA so much I just bore my friends. That is
how upset I get about it.

I have attempted in the written testimony, Senator Baker, to
identify why I think TVA has such a bad name right now. I have
identified several things. I would like to touch upon one of them.
That is, TVA’s institutional personality. Mrs. Morgan and Miss White-
head both talked about that. TVA has an arrogant corporate person-
ality that is very difficult to conceive unless one has dealt with it. I
have heard this from two Governors. I have heard it from more than
one Member of Congress. I have heard it from a justice on the State
supreme court. I have heard it from lawyers and from anybody who
has anything to do with TVA, that it is an arrogant institution.

I think it is this institutional personality that we are talking about
when we talk about Mr. Hooper. You cannot pass laws and tell
people to change the way they are and the way they think.

TVA’s institutional personality has been developed over a period of
vears by the Board of Directors. The Board of Directors, like any
corporation, with TVA sets the tone for the institutional personality.
I think that this is the most important thing I can say, that when you
consider Mr. Hooper’s nomination you are considering the institu-
tional personality TVA will assume.

I listened with interest to Senator Baker's question to Mr. Gibson
about where Mr. Gibson thinks TVA should go in the future. I think
one of the most interesting comments I have heard was when I turned
on the Today Show the other day to watch Senator Baker and my
good friend the publisher of the “T'ennessean,” John Siegenthaler.

John said something that really struck home about TVA. The
NBC man, I can’t recall his name, said, “What do you see as the
future for the State of Tennessee?"”

Senator BaAxer. His name was Jim Hartz. The real perspective to
that story was when somebody, during that filming, looked out and
said, “Who is that man next to John Siegenthaler?”’ Right away you
knew you were in Nashville.

Mr. Braxor. Well, that is good. I enjoyed your part of the program.
I thought it was very perceptive and a good analysis of my native
State.

John Siegenthaler said, “We are concerned in Tennessee that the
blessings of the past do not become the curses of the future.” He
said, “TVA and nuclear power.” I think that is the question. I think
that is the question you asked essentially of Mr. Gibson, Senator
Baker, are the blessings of the past—and I consider TVA a blessing
of the past—going to be the curses in the future?

My conclusion 1s that unless something happens to change TVA,
it is going to be a curse in the future.

There 1s simply nothing in the record, as Senator Brock said, that
can remotely suggest that Mr. Hooper has any of the qualifications
which equip himself to be a force in shaping this institutional
personality.

I don't know of any agency of the U.S. Government, with the
possible exception of the CIA—to talk about a current topic—where
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the directors or the leaders of that agency have such an absolute
opportunity to shape the institutional personality.

Any other agency of Government has many more restraints on
it than does the TVA. It doesn’t need to be repeated, the TVA is
autonomous, as it has been said today. I think that is a unique oppor-
tunity that this committee has to be a force in shaping the institutional
personality.

I am not in favor of any structural changes in TVA right now, with
one or two exceptions. I do think they ought to have to get authori-
zation for public works projects. I think their utility rates ought to
be subject to regulation.

But I like the flexible nature of TVA. I think it served us well in
the past. T don’t think it is serving us well now. I keep coming back
to the same thing, it has to do with the people who are running it.
They are the ones who set the tone.

As for Mr. Hooper, I don’t know the gentleman. I have only seen
him once in my Iill(.- and that was here today. Butl from everything I

read about him he just is not the person to be a force in shaping that
institutional personality.

Thank you.

Senator BAxer. Mr. Brandt, you have been an outstanding witness.
I thank you for your insights. I will read your statement with great
interest.

[Mr. Brandt's prepared statement follows:]

STATEMENT OF ROBERT 8. BRANDT oN BEHALF oF THE Sierra Crus

I am Robert 8. Brandt, an attorney from Nashville and am here today, testify-
ing on behalf of the Sierra Club. The Sierra Club is a national conservation
organization dedicated to the conservation and preservation of America’s natural
resources. The Sierra Club has chapters in each state within the TVA service
area, I am past Chairman of the Tennessee Chapter.

In addition, I am currently serving as Chairman of the Tennessee Conservation
Commission, an advisory agency of the State of Tennessee. The views expressed
today are those of the Sierra Club and not the State of Tennessee. However, the
position of the State Administration on the question of Mr. Hooper's nomination
has been forcefully expressed by our Governor. The Governor and the Sierra
Club are in agreement that the nominee has none of the qualifications which
equip him to become a TVA director.

To assess Mr. Hooper's potential contribution to the nation as a TVA director,
it seems appropriate to examine TVA as it exists in 1976, and more particularly
to examine the public's attitude toward TVA.

It is apparent that at this time, TVA does not enjoy widespread public affection.
To the contrary, it would be difficult to imagine an agency which has so changed
its image to the citizenry of the democracy it serves than has TVA. This is re-
flected in the multitude of articles which have appeared in the press over the last
several years reporting on the public unrest over TVA. National publications
such as Newsweek, Forbes, The New York Times, The Washington Post, and
others have written more than once recently about the changing attitude of the
oublic towards TVA. The South magazine, The Louisville Courier Journal, The
Nashville Tennessean, and the Montgomery Advertiser have each joined the
chorus of asking serious questions of TVA. Even the Knoxville News-Sentinel,
the last hold-out of the “TVA can do no wrong"” advocates within the ranks of
the press, has recently published an objective, critical analysis of TVA's Browns
Ferry Nuclear Ferry Plant fire and the costs of repair.

I mention this not because the press is necessarily the source of all knowledge
and wisdom about TVA or any other issue, but because these many articles and
editorials about TVA are reflections of a changing public attitude about the
Tennessee Valley Authority.

I must add my name to the list of those critical of TV A, indeed to the list of the
most vocal TVA critics. If the committee will indulge me, 1 would like to relate
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some personal background. I am a native of Norris, Tennessee, a town conceived
by and built by TVA, named after its great creator, Senator George Norris.
The TVA influence was so great upon my early life in this TVA town that I came
to believe that my fellow Norris natives and 1, like the town itself, were likewise
conceived by TVA. I also recall vividly my activities in the 1964 presidential
campaign when our slogan was “Peace, Prosperity and TVA."” I mention this
biographical matter only because it seems significant that one from this baeck-
ground should become such a voeal eritic of TVA. It seems significant that one with
a TVA nurtured outlook on life would be here today in the United States Senate
discussing what to me seem to be gross abuses committed by TVA.

As stated above, it is appropriate to look at TVA today to determine if James
Hooper, referred to by President Ford recently as “Mr. Hooker”, is qualified to
become one of the three directors of this autonomous agency.

Assuming TVA's current unpopularity, we must ask why TVA is unpopular
and how did it happen.

As to the first, it is clear that TVA's practices and programs came into direct
confrontation with the conservation and environmental revolution which swept
the nation in the late 1960’s and early 70's. TVA’s dam building momentum is
80 strong that it has embarked upon a course of building emall dams and small
rivers, so small that they cannot even support hydro-electric facilities, they
provide negligible flood control, and hardly any navigation.

As the largest purchaser of strip-mined coal, and a not too subtle promoter of
strip-mining, it was inevitable that TVA would clash with a variety of interests
ranging from theoretical environmentalists to the mountain folk who are the
vietims of TVA's practices. When [ look at the denuded and barren mountains
of my native Anderson County, Tennessee, ripped apart with TVA money,
my money, I am bewildered by my early recollections of TVA's outstanding
efforts in the 30's and 40's at soil conservation, reforestation, and increased agri-
cultural produetivity. Thus, what we have seen is the evolution of a new genera-
tion of crities of TV A formed around various conservation, sportsmen, agricultural,
and other interests.

A second factor which has resulted in quite voeal eriticism of TVA is its commit-
ment to nuclear power as a means of providing one hundred per cent of its base
power load. Many people question the safety of TVA’s nuclear program, while
many, many more question the econmomies of it. Responsible and knowledgable
citizens are asking how TVA can intelligently place such reliance upon a tech-
nology which has such a dismal record of production. TVA’s nuclear power activi-
ties, thus far, have been a tragic disaster. The mammouth TVA nuclear com-
mitment, the largest in the nation, has brought to the surface an entirely new
constituency of TVA crities.

But it takes more, in my opinion, than TVA’s ghift from an agency born in
the spirit of conservation to one of America's prime dispoilers to create the current
outery of eriticism and even downright hostility. A third factor is a factor which
figures most prominently into the question of James Hooper’'s qualifications . .
that factor is TVA’s institutional personality. Like any corporation or entity,
TV A has a corporate personality, and, in recent years, that institutional personality
has been characterized by an arrogannee which is difficult to conceive unless one
has dealt with TVA. I have heard repeatedly from a variety of people that have
dealt with TVA that it is almost impossible to amicably work with the agency.
I have heard this from a Governor, more than one Congressman, and a State
Supreme Court Justice. I have heard it from lawyers who have had cases with
TYA, from employees of other agencies of government, both State and federal,
and most importantly, from many private citizens who have been forced to deal
with TVA.

Naturally, there are many capable and public minded TVA employees, but like
any other corporation, the directors set the tone for the entire organization. One
new appointment to the TVA Board can dramatically change TVA’s institutional
personality.

Finally, I must mention the one factor which has given rise to more public
hostility towards TVA than any other—dramatiecally inereased rates for residential
electricity. The question of electric utility rates is indeed complex and I profess
no expertise in this area. But one does not need to be an expert to see that when
a utility builds the largest nuclear plant in the world, and it not only fails to
produce electricity for nearly a year, but the catastrophe which caused the
failure costs millions to repair, electric bills are going nowhere but up. And,
when the average citizen struggling to pay utility bills learns that a giant energy
intensive industry is paying a substantially lower rate than the home-owner,
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he gets downright angry. Moreover, when that rate payer complains to his local
utility, he finds that the utility cannot significantly change the rate due to its
contract with the unregulated TVA.

Our rates are lower than almost anywhere in the nation, but it remains to be
seen how long that situation will exist. Many innovative suggestions are being
made around the country on reforming utility rates, suggestions which may or
may not have merit. Thi> unique agency which was created to be an experiment
to begin with, has led the field, nationwide, in its obstinate refusal to consider
rate reforms,

Having given our answers to the question of why TVA is so unpopular nowa-
days, the more difficult question should be answered . . . how did it happen?
The answer to this question is indeed complex and intricate and I make no pre-
tense of having the complete answer.

TVA is completely autonomous. It has to secure no congressional authorization
for its major projects. Its power rates are unregulated.

TVA was once well-known nationally. Now, however, even members of congress
who come from outside the TVA region know very little about TVA. Either un-
willing or unable to control TVA, Congress has given TVA a free hand to do what-
ever it pleases. As I understand it, the 1975 oversight hearings were the first since
the late 30's.

TVA’s basic mission is vague and ambiguous. thus enabling the agency to seek
its current purpose after its existence has already been firmly establisherd. With so
massive a bureaucracy in place, TVA is going to do something, even if it is not in
the public interest.

TVA’s early success has engendered an affection among the populace, which
has made many people reluctant to speak out against its obvious current abuses.

There have been many proposals in the past year or so to make statutory changes
in TVA’s structure, some of which have already been introduced in Congress.
These proposals may or may not have merit. No legislative body can legislate a
change in attitudes or personality.

When considering TVA’s personality, we come back to James Hooper and his
desire to become a force in shaping that personality and the administration’s
apparent desire to have him become such a force. By serving as one of the three
directors of this autonomous unregulated bureaucracy, it is incredible how power-
ful the new TVA director will become.

This job is not some petty political job to be given away for solely political
considerations as Postmaster’s jobs once were. This is a job for someone with a
proven record of administrative ability, someone knowledgeable in the grave
economic energy and health problems facing TVA. Nothing I have read or heard
about Mr. Hooper even remotely suggests he has any qualifications to serve.

I and my fellow Sierra Club members believe that TVA is on a self-destructing
course. However vocal or critic we may be of TVA, we do not want to see TVA's
destruction. Only the appointment of a qualified third member of the Board of
Directors can save TVA from itself. James Hooper is not that person,

The Sierra Club respectfully urges the Senate to refuse to confirm Mr. Hooper.

Senator BAKER. You have been an excellent panel, and we thank
you for your participation today. If any of you have any further and
concluding remarks, we would be happy to have them at this time.

Thank you.

Ms. WaiTEHEAD. Senator Baker, may I say something, please?

Senator BAKER. You may, indeed.

Ms. Warrenean. With respect to the statement that Mrs. Morgan
made, there are petitions out all over western Kentucky with respect
to the TVA. Some of these are directed to the Congress; some to the
State of Kentucky.

With respect to what she said about the increase in the electric
rates, one of the State legislators was in my home last Sunday. He
was extremely perturbed because he said his bill had doubled and
that it was $174 and that he hadn’t even been at home. The heat
had been turned off part of the time.

Senator BAkER. I have an office full of mail. I can recite case after
case that has been brought to my attention personally, of extraor-
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dinary increases in electric rates, particularly in the December-
January billing period.

[ entirely agree, it is a matter that requires careful attention. I
assure you we are going to do that.

Ms. Warreneap. Thank you.

Mr. Gisson. Thank you very much for your time this morning,
Senator, and for your interest in TVA.

Senator Baker. Thank you.

The next witness is a representative of the United Mine Workers.

Senator Raxporru. I want to thank Mr. Brandt for his testimony.

Mr. Savitsky, am I correct?

Mr. Savirsky. Yes, sir.

Senator Ranxporrn. We had earlier communication from Arnold
Miller. He is president of the United Mine Workers and was to have
been a witness, but because of certain eircumstances and commit-
ments you are here testifying for the United Mine Workers. Who
are you joined by today?

STATEMENT OF BILL SAVITSKY, EXECUTIVE BOARD MEMBER,
UNITED MINE WORKERS, REPRESENTING ARNOLD MILLER, PRES-
IDENT OF THE UNITED MINE WORKERS OF AMERICA, ACCOM-
PANIED BY DALE LAWSON, LEGISLATIVE REPRESENTATIVE OF
UMW

Mr. Savirsky. I have also here with me today Mr. Dale Lawson
who is the legislative representative of the United Mine Workers,
Senator Ranporrn. If you will proceed as you desire, by reading

a statement or filing a statement or commenting on the statement,
members of the committee will be glad to hear your testimony.

Mr. Savirsky. Mr. Chairman and members of the committee, I
am the international executive board member of the UMW and, as
you mentioned earlier in your statement, I am representing President
Miller, who was not able to attend today because of other urgent
commitment.

[ am pleased to appear before you today to present the views of
the U.\I{VA on the nomination of James Hooper as a member of the
Board of Directors of the Tennessee Valley Authority. As you know,
the UMWA is extremely interested in the operation of the TVA and
we appreciate this opportunity to make our views further known.

In addition to that, Mr. Chairman, at the conclusion of my presenta-
tion I will be glad to answer any questions and any questions 1 will
not be able to answer, will be answered for the record at a later time.

The UMWA represents 143,000 working miners and 77,000 retired
miners—with their dependents, a total population of 692,000. Three-
fourths of our members and their families live within or adjacent to
the TVA service area.

TVA is the largest single consumer of the coal that we produce.
On many levels, we have intense interest in TVA and the policies
which the directors of TVA develop and implement. We have looked
closely at Mr. Hooper’s record—at least at that part of his record
which has been made public—and it is an understatement to say ths#
we are disappointed.
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We give President Ford due credit for the excellence of some of
his appointments in other areas. We had hoped that he would recog-
nize the importance of this appointment and would approach it
a spirit of finding the best available man or woman for the job.

In April, we asked that consideration be given to the appointment
of Thomas E. Gish, a Kentucky newspaper editor and publisher
whose whole career has been dedicated to the best traditions of
grassroots democeracy and whose dogged coverage of TVA in recent
years has done more than any other single force to shed light on the
agency’s policies,

Later, we indicated our willingness to support the nomination of
Dr. John Gibbons, a respected nuclear physicist whose name has
been proposed by others.

In making these recommendations to President Ford, we felt that
we were acting as good citizens, while fully recognizing that the final
decision on the nomination would rest with the recommendation of
the White House and its confirmation in the Senate.

Nevertheless, we wanted to make it clear that the vacancy on the
I'VA Board was a matter of much more than routine concern, and
should be given the most serious and thoughtful consideration by the
administration.

TVA directly affects the lives of more than 6 million people living
within its service area and millions more who are either the victims
or beneficiaries of its policies. TVA is not just another utility that
happens to be owned by the Federal Government.

In a very real sense, TVA constitutes a regional government, with
as much direct influence as many States. The appointment of a TVA
director, in our view, is as serious a matter as the election of a Governor,
a Senator, or a Member of the House of Representatives.

In testimony before this committee on May 6, 1975, we spelled out
our concern that TVA has long since ceased to be the bold new vision
of Roosevelt’s time and has becoms, instead, a corporation which is
not acecountable to the public and which makes policy without con-
sideration for the public good.

[n our testimony we attempted to demonstrate that TVA, in pursuit
of low-cost. electricity, established and followad eoal procurement
policies which disrupted the industry and laid waste the land with a
total disregard for the walfare of those who produca the coal and those
who live among the devastation.

We offer that testimony as an appandix to this statement and ask
that it be included in the record. (322 p. 2)5.) It refl2cts our concerns
and supports our deap eonviction that the naxt director of TVA must
be a man or woman of ability, unchallengeable principle, and dedicated
to establishing full public accountability for this supposedly public
agency.

Those are, we believe, minimum standards for an acceptable ap-
pointment. Measured against those standards, the career of James !
Hooper III, falls far short.

He might go unnoticed as an appointee to one of the innumerable
advisory committees in Washington that are already packed with
friends and relatives of political figures. But the Tennessee Valley
Authority is not just another committee and this appointment must
not go unnoticed. In our opinion, it deserves forceful and determined
opposition sufficient to force reconsideration by the White House.
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The information available on Mr. Hooper is admittedly incomplete.
Clearly, however, he has left behind him a trail of dubious business
dealings which of themselves were enough to prompt this committee
to postpone previously scheduled hearings and conduct a thorough
review of his financial background. I understand that the investiga-
tion has been completed and will soon become available to the public.

Mr. Hooper is reliably reported to have sought the nomination
through influential friends active in the Republican Party in Missis-
sippi. His wife is the Republican National Committee-woman from
that State. When Mr. Hooper’s name floated in over the transom at
the White House, it was not hard to imagine the thoughts that must
have passed through the minds of Mr. Ford’s political advisers.

Looking not very far ahead to the campaign battles of 1976, they
had a clear opprotunity to trade a favor. Mr. Hooper’s worth could be
measured in political support.

But what about the people of the TVA area? And what about the
years to come, when they will be saddled with a TVA director who
was once worth something, if only very briefly, to a President’s
reelection efforts?

Mr. Hoorer politically is a perishable commodity, valuable only
through 1976, but his term runs for 9 years. The people of the TVA
area will be living with him, if his nomination is confirmed, until
1984,

Nat Caldwell, a veteran staff writer for the Nashville Tennessean
who has covered TVA affairs for more than 20 years, attempted to
explore Mr. Hooper’s past and reported his findings in a revealing
article published on June 22, 1975,

We submit that article in its entirety with our testimony and ask
that it be included in the record of these hearings. It is, in our opinion,
devastating. (See p. 223.)

[tem: Mr. Hooper publicizes himself as the investor of the Air
Air Force’s crash helmet, an accomplishment of dubious relevance to
TVA and one which he included in an autobiography provided to
“Who's Who in American Politics.” Try as he might, Mr. Caldwell
could find no evidence to support the claim.

If Mr. Hooper has misrepresented himself in this matter, he is
guilty of no erime greater than excessive bravado. But he should be
questioned about it by the committee, and if he is unable to sub-
stantiate the claims which he has made for himself, it should be a
matter of great concern for this committee.

Item: Mr. Hooper has been associated with business failures and
resulting court actions which, while never resulting in anyv direct
convictions, have left a heavy shadow of doubt on his business talents
and, as the earlier testimony indicates, ethics.

As Mr. Caldwell reported:

Hooper was the promoter of a failed dairy intended to be Mississippi's largest,
and a failed pet food factory that for a short time enjoyed the largest sales volume
of any in the South. He was a co-promoter of an insurance company which had
its Tennessee license revoked in February 1970.

Mr. Hopper has explained away all of these disasters, but they leave
the persistent impression that he is dogged by incredible bad luck or
simply has poor business sense. In either event there is no immediately
apparent or discernible reason to select him out of the mass of Amer-
icans for the high honor of directing the Tennessee Valley Authority.
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Compare these credentials with those of the first three Directors of
TVA. David Lilienthal, a brilliant lawyer who spent his whole life in
public service, had spent. 7 years representing the city of Chicago in
utility litigation and had been s member of the Wisconsin Publie
Service Commission. During that time he had completely revamped
the State's utility code.

Arthur E. Morgan had been a civil engineer for more than 30 years
and was a nationally recognized expert on conservation and reclama-
tion. He had been president of Antioch College for several years prior
to his appointment. Harcourt Morgan had spent 14 years as president
of the University of Tennessee and was a professional agronomist who
had been director of Tennessee’s Agricultural Experiment Station.

TVA has had only 15 Directors, and most of them have had sub-
stantial and recognized careers in work directly related to the activ-
ities which they have supervised as TVA overseers. In recent years
there has been an increasing tendency to regard these jobs as suitable
for filling with political appointments, and a simultaneously increasing
tendency for TVA to veer away from the path of public service on
which it was first launched. Now President Ford proposes to go further,
with an appointment blatantly not based on merit.

We hope that you will give this nomination intensive serutiny and
will withhold your support if you believe, as we do, that this is a
political and totally unwarranted appointment.

Mr. Hooper counters the charges made against him by pointing to
membership in various associations established to lobby for deve op-
ment of waterways and other projects. No doubt these efforts deserve
reward. But why should that reward be provided by the people of the
Tennessee Valley, and by our members, who mine the coal for their
generators and whose livelihoods are so directly affected by TVA
policies.

A final remark on this nomination relates to the Caldwell article
that appeared in the Nashville Tennessean June 22, 1975. In that
article Mr. Hooper is quoted as saying:

I respect and admire both the purposes and achievements of the TVA, and I
know of no other Republican, with a chance of White House appointment, who,
conscientiously, as I can, could stick in there and uphold Red Wagner’s hand.

This is not the time to debate the performance of Mr. Wagner but
[ believe this statement by Mr. Hooper is cause for concern. Mr.
Hooper has made it clear he will not be bringing any new ideas to
the TVA at a time in its history when they are most needed. His
confirmation by this body will merely allow a continuation of business
as usual and Aubrey Wagner’s domination of that agency.

We submit that President Ford did not make much of an effort
to find that be: t qualified man or woman to serve the 6 million people
of the Tennessee Valley.

We submit with this testimony, for inclusion in the record, back-
ground information concerning Tom Gish and John Gibbons, two
individuals previously recommended for this nomination. We do
s0, not with any hope that the White House will voluntarily reconsider
this nomination, but because of the stark contrast between the qualifi-
cations which we sought and found, and those which the White House
sought and found.
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We submit that Mr. Hooper’s nomination is transparently political
and totally without merit. The White House should have withdrawn
it, but failing that, we urge its prompt defeat by this committee.

Gentlemen, the issues facing the TVA Board are complex and the
resulting policies will have a widespread and lasting effect. Before
this committee acts on this nomination, I ask that the members take
the following into consideration: one: The TVA is among the Nation’s
largest corporations. Its assets total over $4 billion and it employs
over 26,000. Is the committee convinced that Mr. Hooper’s back-
ground indicates he is capable of competently administering a business
of this size and complexity?

Two: At present the TVA is engaged in a controversy involving
its proposed switch from coal-fired to nuclear-powered electric
generators, a most serious and far-reaching decision. Of all the Na-
tion’s utilities, TVA has the strongest commitment to nuclear power.

Last week's newspapers were filled with articles concerning the
resignations of experts in the field of nuclear energy. These highly
qualified men resigned because of their fears concerning the spread
of nuclear powerplants. Is this committee convinced Mr. Hooper is
knowledgeable enough in the field to make sound decisions coneerning
nuclear power?

Three: Similarly, in the pursuit of low cost electricity TVA is
moving to Western markets for low cost strip mined coal, abandoning
once again the TVA region’s bountiful coal supplies. Does Mr. Hooper
realize the TVA’s obligations to people and economy of the '_l'{"A
region?

Is Mr. Hooper cognizant of the many social, economic, and environ-
mental factors which must be evaluated as the TVA makes policy
decisions concerning the use of cheap, strip-mined coal versus coal
readily available in the TVA region?

Four: Consumer groups across the Nation are mounting campaigns
to institute major changes in the rate structures and pricing policies
of electric utilities. Large industrial users have been able to receive
extremely cheap power because small consumers pay a disproportion-
ately high price per kilowatt for their electricity.

This 1s due to the descending block rates which are used by almost
all utilities including the TVA. From California to New York consumer
groups are fighting before public utilities commissions and in the
State legislatures and courts for the institution of lifeline rates, fair
share rates, and inverted block rates.

These new rate structures represent an end to cheap electrical
power for industry which is subsidized by the small consumer.

As the Nation’s largest utility, with $560 million in residential
sales and $670 million in commercial sales, the TVA’s pricing policies
affect 2.2 million residential and 263,000 commercial and industrial
users.

With the trend toward more equitable rate structures, the TVA
will certainly be confronted with these issues time and again. It will
be necessary for this giant utility to make many major decisions
concerning its overall pricing policy.

Is Mr. Hooper familiar enough with economics, and more speci-
fically with the peculiar economies of the electric utility industry, to
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make intelligent decisions in this regard? Does he have adequate
concern for the consumers’ interests? With no previous experience
in the utility industry, does he know enough about electrical power
rate structuring and related issues to justify his appointment to a
position on the board of directors of the Nation's largest utility?

Senator Raxporpu., Thank you very much for your testimony,
Mr. Savitsky. Is there further testimony that you think yvou should
give to the committee? Are you accompanying Mr. Savitsky?

Mr. Lawsox. Yes.

Senator Raxporen. I didn't know whether Mr., Lawson wanted
to testify. I wanted to give him the opportunity to do so, if he wished.

Thank you very much.

Mr. Savirsgy. Mr, Chairman, may I offer as a final comment,
in view of much of the testimony that was placed here before this
distinguished group, 1 believe I have to share, along with the rest of
the United Mine Workers and their constituents, the urgency in this
matter. We cannot permit at this time, as—the magnitude of the
problem is great in the Tennessee Valley—the nomination of this
person to go through.

After listening to testimony and reading all about the background
and the qualifications of this person and when obviously the track
record is so bad, I think this committee should carefully consider the
nomination. This corporation’s responsibility is so great and so many
people will be affected by it. Thank you.

Senator RaAnporpn. Thank you very much. I wish, as chairman,
to make this further comment. You and others have spoken of the
necessity, as you understand it, for a person to fill this position who
has certain qualifications.

It is incumbent upon those associated with this subject matter,
from the White House and including, of course, the Congress, to act
on the matter of the vacaney.

The vacancy for which the nomination has been made occurred on
May 18, 1975. There have been a series of situations which have de-
layed action on these problems.

We have had in the past hearings on other nominees who have
come before us and who are members of the board. Mr. Jenkins, for
example, Mr. McBride, for example, and Mr. Wagner, for example.
Mr. Wagner, of course, was associated with TVA before he became
a member of the Board,

As these have moved along, I think that we have tried to be thor-
ough in our hearing process i all these instances. But now I would
want to share with Senator Baker and other members of the com-
mittee, because I think we are of one mind on this matter, that we
must not ourselves contribute to the delay in the filling of this position.

If the committee acts in one way or the other, that is a matter for
the individual conscience and understanding of each member. We
must not delay our action.

So, within a very reasonable time—and I hope that is a matter of
days—we will be able to give the judgment of the committee member-
ship on the nomination of Mr. Hooper.

I think that the TVA area, in fact, the country, has been ill-served
by this long period of uncertainty, from May 18, 1975 when the
vacancy oceurred, and now some 10 months later, with no resolution
on this situation.




203

Of course, we have that in other boards, as Senator Baker knows.
I am not referring politically to the present administration. Let’s
take the |Jtr~iliil11 that it is necessary to be a continuing one of the
person who is responsible for the health and safety of coal miners,
where the action is delay, delay, delay.

I think it is not a carping eriticism that I make, that we now have
many, many positions to be filled in the Federal Government by
appointment and confirmation by the Senate.

This is certainly one that holds a priority and one which this
committee is directly concerned with.

Senator Baker, do you have comments?

Senator Baker. No, I don’t, Mr. Chairman. I think that was a
very excellent statement and we will profit by having had it

I might point out that the term expired on May 18, 1975 and we
got off to & pretty good start. A nomination was sent up abont 3 weeks
later and we had our first hearing scheduled for July, just about a
month later.

But then it was postponed so that the staff could do certain field
investigations which took some time. Then, in December, it was
rescheduled and postponed again, as you recall. So for a variety of
reasons, not all of them at the request of the committee, the nomina-
tion hearings have been prolonged.

I agree with you, Mr. Chairman, we ought to dispose of the matter
promptly. I hope we can finish this witness list today and move on
then, even this week, for consideration of the markup in the committee

Senator Ranporpn. Thank you, Senator Baker.

Thank you, gentlemen.

Mr. Savitsky. Thank you for the privilege of being here

Senator RanporpH. You did mention, Mr. Savitsky, I understand
that the investigation has been completed but is not available for
public scrutiny.

In your testimony as it was written, I believe I heard you say that
it was readied for public scrutiny.

Mr, Savrrsky. 1 had just learned prior to my al[wwnrnnrv here that

that was made available. That is the reason why
testimony. So there has to be a change made.

[Discussion off the record.]

Senator RanpovLpr. Mr. Savitsky, with the approval of and con-
sultation of many persons, we had the desire to make this available,
even though it was not in print. We had been working from galley
proofs. But we will have the staff analysis made available very soon,

Senator BAker. It has already been done.

Senator Ranporpr. What I am saying is we will correct it. T think
about 15 copies have already been prepared. I hope that has been
enough. We would want to make it available as quickly as we can. I
presume that has been done. It has been sent to the printer for further
prints.

[ thank you for calling attention to that matter.

Mr. Savirsky. Thank you, Mr. Chairman.

Senator Ranporps. Thank you, Mr. Savitsky.

Did you wish the letter from Arnold Miller as president of the
United Mine Workers of America included in the record?

Mr. SaviTsky. Yes, sir.

[ entered it iIn my
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Senator Ranvorpn. He addressed the committee. I thought you
might look at the letter. Perhaps your testimony has taken care of
that matter and from the explanation of why he wasn’t here, we can
determine that. It was a letter of opposition?

Mr. Savirsky. Yes, sir.

[Mr. Miller’s letter and attachments to Mr. Savitsky’s statement
follows:]

Unitep Mine WORKERS OF AMERICA,
Washington, D.C., June 26, 1975.
Hon. JenNiNGs RANDoLPH,
Chairman, Public Works Commiltee,
U.S. Senate; Washington, D.C.

Dear Sexator Raxvovrrn: The United Mine Workers of Ameriea is opposed
to President Ford’s nomination of James F. Hooper to the Tennessee Valley
Authority Board of Directors.

This nomination is a matter of considerable national importance in my opinion
[ have had the opportunity to witness the direction in which the TVA has moved
in recent years, and 1 see a distressing failure to respond to the needs of the
pnr:ph‘ of Appalachia.

The Ford Administration had an opportunity to move decisively and construe-
tively to demonstrate a commitment both to the agency's future and to the
people of Appalachia when a vacancy oceurred on TVA’s Board of Directors.
Sadly, Mr. Hooper’s nomination was a purely political decision, Mr., Hooper’s
main qualification for the position is that he is the husband of a member of the
Republican National Committee from Mississippi.

The position requires expert administrative experience. Mr. Hooper has heen
involved in three business deals where the companies went bankrupt. Mr. Hooper's
failing business ventures included a dog food canning company, real estate de-
velopment, and an insurance company. None of these businesses, nor Mr. Hooper's
handling of them, qualify him for the post he has been nominated to by the
Administration,

The TVA as a government agency has important responsibilities to the people
it serves. The UMWA is opposed to the ill-advised nomination of Mr. Hooper
because we don’t believe he will fulfill these responsibilities.

We feel that Mr. Hooper is unqualified for the hingly important job of being
one of the three TVA Directors whose decisions have a tremendous effect on th
lives of 6 million people who are served by the Tennessee Valley Authority. Mr,
Hooper's record is not one which would inspire public trust in him, either as an
administrator or as the kind of open respongible publie official who is de sperately
needed at the TVA.

The UMWA feels that if the TVA is to regain the confidence of the people of
the Tennessee Valley region, the nominee for the vacant position on the TVA
Board of Directors must be a man who is qualified beyond a doubt and not merely
a political appointee. Mr. Hooper does not meet these important criteria,

Sincerely —

ArNoLD MILLER.
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Mr. Chairman and members of the Committec, my name is
Arnold Miller, President of the United Mine Workers of America.

I appreciate your invitation to participate in these impoertant
hearings on the Tennessee Valley Authority.

This Committee has decided to explore some very serious
problems, and in doing so, you are hearing expert testimony from many
witnesses. At the United Minc Workers of America, we have been
taking a hard look at TVA for some months. Following these hearings,
we plan to release a report setting forth our views in detail.

Today, however, I will try to be brief, I simply want to bring to
your attention some of the concerns we have about the Tennessce

Valley Authority and offer some suggestions for your consideration.

Ke have a point of view which is obviously different from

some of your other witnesses. We are a union of coal miners.
Ne produce raw energy -- and the energy we produce is vital to the
future of the United States.

Our first priority is to produce coal safely.
Our second priority is to produce it without destroying the
live on, Our third priority is to produce it efficiently and
economically in whatever quantities the nation needs.

These priorities are a matter of common sense to us.
It disturbs us deeply that they sometimes put us on a collision course
with the Tennessee Valley Authority.

For many years, TVA has been the largest single consumer of
coal in the Unitcd States, As such, TVA has had an enormous impact on

coal technology, and that impact has been felt in cvery corner of the




coal mining communities of Appalachia -- far beyond the Tennesseo
Valley itself. We live in those communities, in those hills. We work

in those mines. We feel the impact of TVA directly, every
p ) ¥

Ne believe that TVA has a clear re 1sibility t only to the people

it supplies with electric power, but also to the people who provide
the raw ener to make that power possible. I am sorry to say that

TVA has not been a friend to us.

rstood. We are not here today to
Tennesseec Valley Authority.
TVA was perately *k in 1933, and the basic
sound today. Roosevelt's wo
“a corpo i clothed with the power of government
the flexibili
TVA's

and

set out to be. ° new vis 1 of Roosevelt's ti
still have a co
that corporation is not
rration for
govert

Instead, it combines the worst.

ed.
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(3)

for ways to make TVA a responsive public servant again. We would not be
here today if we did not believe that this can be done.
Long before TVA was actually brought into being, the

supporters of public power were arguing for a "yardstick" to be used as

a way of determining the actual costs of power production and as a way of

controlling the excessively high rates charged by private companies.
The yardstick concept was built into the legislation creating TVA in
1933 and remains as a central reason-for-being four decades later. In
gur view, this valuable concept has been irresponsibly used by TVA's
board of directors, with terrible consequences in the past and the
prospect of more to come.

Section 15 of the TVA Act, which deals with electric power
generation, charges TVA with cstablishing rates "as low as are feasible."
In the Depression years, when most of TVA's power production came from
hydroelectric generating plants, this language -- and its interpretation
by the TVA board - caused few if any serious problems. At that time,
TVA's principal op, ssition came from conservative state and local
governments and their powerful allies in private industry. The private
utilities had reason to worry about the new yardstick and they fought to
destroy it. At that time, and under those circumstances, it made sense
to insulate TVA from public control.

But then, after World War II, the power demands of the TVA
service area clearly and quickly outstripped the system's hydroelectric
capacity. Within the space of a few short years, TVA became the nation's
number-one coal buyer and the nation's number-one builder of
conventional coal-burning generating stations. And this was where the

trouble started with Section 15 of the Act and with the yardstick idea.
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Like other utilities, TVA campaigned hard to get its customers
to use more electricity, and succeeded so well that the people of the
TVA service area today use about twice as much electricity per capita
as the average American. Then, to deliver that electricity at the
comparatively low rates for which the agency was famous, TVA's board
of directors led the agency into a series of irresponsible decisions.

The worst of these was the decision to set the price of coal
low that it could not be met by companies involved in underground
mining. You must remember what the coal market looked like in the
1950's and 1960's. The demand for coal had peaked immediately after
the war and then had gone into a long decline, which was accelerated
by the availability of relatively cheap oil and gas and the conversion
of the coal-burning railfoads to deisel locomotives. The coal

industry had turned out 630 million tons in 1948 and had found

customers for all of that production. By 1955, production had dropped
F ) I PF

by nearly 40 percent and millions of tons of th t production could not
find buyers. Day in and day out, companies weud bankrupt and miners
went on relief. Anybody who c I mber Appalachia 15 years ago knows
what I am talking about. It was a nightmare, and Appalachia has never
totally recovered from the shock.

TVA was strategically located within easy reach of the
nation's richest and most fully developed coal fields. By 1959, TVA
was buying' about three-fourths of the coal produced in Tennessee and
more than a fourth of the coal mined in Kentucky. Because the market
was so soft nationally, and because TVA bought coal in larger volume

TVA could and did sct the prices it would pay.
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Those prices ranged anywhere from $1.00 to $3.00 per ton below the

actual cost of production at the average deep mine in Appalachia.
A coal company could successfully profit from a TVA contract only by

reducing wages and e iminating fringe benefits, laying off men,

cutting corners on safety and maintenance, gouging its other customers,

or by going into strip mining.

All of these things happened. The blame for t
consequences must be laid squarely at TVA's door.

The United Mine Workers, which had gone through
bloody figh rganize the southern Appalach
1930's, 1lost its grip in the 1950's and early 1960's as one comp:
after another broke away from union wage scales and union safety
standards in order to compete in the ar cially
Mechanization and the loss of markets combined to
every three miners in Appalachia -- men who had no other
who were too cripnled with black
search of work. The frequency of f
those grim years, but the men dying
the directors of TVA. Coal customers got
substandard coal at inflated prices from co
operate under TVA contracts, 1 the shift
accelerated, And across the mountains of
scars of strip mining began to a

Remember that osevelt
early ycars:
of human beings."

That great purpose should have governed ¢ directors of TVA







TN et

Let's keep certain issues in perspective here. TVA has told
this Committce of its problems caused by the sharp increcases in the price
of coal since 1973. Coal companies have inflated the price of their
product beyond all reasonable levels, and their greediness is being paid
i'or by everybody who uses electricity. We have no quarrcl with TVA's
claim that it is being gouged. But that is not the issue here -- and it
probably should be mentioned in passing that whéen the shoe was on the
other foot, TVA was just as hard-hearted as the coal operators are today.
I am inclined to say that they deserve each other. The only problem with
that is that when they get each other, the rest of us feel it when the
bills come due.

The UMWA is not opposed to the development of western coal,
as long as that development is planned and balanced against the
availability of coal closer to TVA's service area *n the East. But keep
this in mind: If we |:.'ILI‘ no coal west of the Mississippi -- if we had
no reserves there to develop -- we would still have enough in the East
to-supply the entire country and much of the rest of the world for the
next century. By even the most conservative e. timates, we have more
than 23 billion tons 0r deep-mincable coal available to us in the
immediate service area of TVA (Alabama, Kentucky, Tennessee, and
Virginia). At TVA's current rate of consumption, this represents a
supply of nearly 600 ycars. Obviously, much of that coal would go
elsewhere, but the point is still true that it is there, waiting to be
developed; and any scnsible plan for the use of our resources would
look to lh;t coal first.

But TVA does not plan that way. Having delivered a nearly
fatal blow to the Appalachian coal industry 20 years ago, TVA is

perfectly willing to do it again. If you remcember the Appalachia of

20 or even 10 years ago -- if you know the parts of Appalachia that




have never rccovered, cven today,

Second: TVA is now turning to nuclear power in a big way.

I hesitate to comment on this, for an obvious reason. The United Minc
_Workers of America is a union of coal miners. We do not rcpresent
nuclear engineers or technicians and it is easy to dismiss our view on
atomic energy as being prejudiced. But the fact is that we are not
blind. We recognize the need for this nation to develop all of its
sources of energy in good time. We are not opposed to solar energy
even though we do not represent the sun in collective bargaining.

We are not opposed to geothermal energy. We are not opposed to
windmills. But we know so hing about coal. We know how much of it
there is under our feet. We know that it represents more than

80 percent of the resources available to the United States, and that
it accounts for only 20 p L lied to us today.
50 it is only rea e for us to be

directly top o the fine i in States,

should give that real rio y over the atom. u are hearing from

other witnesses
We share their - . We know that coal can be mined
though few if any ¢ 1ies have ever given safoty top
are not so sure about nuclear energy. Too many problems remain
unsolved. TVA's decision -~ made, as always, without public hearings --
to shift about 90 percent its future gencrating capacity to nu
is another way of abandoning the resources and the work force of
Appalachia.

Third: TVA proposes to acquire the largest coal company in

the world and to mine its own coal on a massive scale. TVA's offer




to buy Peabody Coal Company for a reported $1.2 billion poses s
serious problems which must be explored fully, not only by this
Committee and the Congress as a whole but also by the Federal Trade
Commission,

The coal industry is reasingly concentrated, and within that
industry, Peabody Coal is an extremely powerful force. It has always
been a ve tough outfit to deal with. Peabody makes its own rules and
has very little respect for a
members will vouch for that. Federal and ins
agree. State legislators will agree. The UMWA is not
the prospect ing Peabody in / Basically, it

combin

Peabody is the c

town of |

wanted

the name of ¢ P power, the to ) o ] ¢ would
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today. For more than 20 years, TVA has not really been accoun

anybody. ha ime has com

give TVA 2 new dircction and a new purpose. 'his Committec and
I ¥

Congress have the responsibility to do that,
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OoN
THOMAS E. GISH

March, 1975

THOMAS E. GISH, editor-publisher of The Mountain Eagle, was born
in the Eastern Kentucky coal camp of Seco on January 28, 1926. He
attended the University of Kentucky at Lexington, where he majored in
journalism and edited the college newspaper, graduating in 1547.

From 1947 until 1956, he worked as a reporter for United Press
International (then United Press). As chief of the wire service's
Frankfort bureau, he covered more than thirty sessions of the Kentucky
state legislature, earning a reputation for dogged and thorough
investigation and reporting of issues before the legislature and of the
lobbying activities and other external pressures which influenced the
legislative process.

With his wife, Pat, also a reporter, Gish returned to his home
area of Letcher County in Eastern Kentucky in 1957 and purchased
The Mountain Eagle, a weekly paper with a tradition of editorial
independence in its earlier years. Since then, over the span of eighteen
years and nearly a “housand issues of the paper, he has consistently
built on that tradition. Today, The Mountain Fagle has earned national
recognition for its determination to face controversial issues head-on,
regardless of the consequences. 3

Initially, the controversies were local in scope. Early on, for
example, Gish found that county government -- including the school
system -- functioned with its doors closed tichtly to the public and the
press. Campaigning to open those doors, he ¢ .scovered the price of
speaking out: local businessmen boycotted his advertising columns, and
local politicians and coal operators subsidized a rival newspaper to
drive him into bankruptcy and out of the county.

Their attack failed, not because Gish had financial resources of his
own (he didn't) but because The Mountain Eagle had earned and won the
strong support and continuing loyalty of its readers. Scattered across
the hills and hollows of Letcher County (and now across all of central
Appalachia), they had been abused and ignored for decades and they had
had no voice in the press until Gish and The Mountain Eagle provided one.
Now they write its local news columns, its features, its letters-to-the-
editor; they help shape its outlook and they regard it as their own;
their subscriptions sustain it, and in return they give fierce support to
Gish's independence, whether they agree with his viewpoint or not. As a
result, The Mountain Eagle comes as close to true grass-roots journalism
as any other paper published in the United States today.

Many of the paper's campaigns have been aimed at the large,
impersonal, distant forces which tend to treat Appalachia as an economic
and political colony, wide open to exploitation and exper imentation.

For nearly fifteen years, Gish has taken a dim view of coal industry
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practices in the area, particularly strip-mining. Long before mountain
stripping was widely opposed, Gish pointed out that it was an "economical®
form of mining only because most of the costs could be passed on to the
public; long after the coal operators had gone, local people would be
left with the mudslides, the acid water in the creeks, the roads dest oyed
by overweight trucks. And, in the process, the deep-mining industry was
being destroyed competitively. The Mountain Eagle exposed the fact that
Tennessee Valley Authority coal purchasing policies were subsidi: the
stripping industry (by setting purchase prices too low for deep mir

meet, in order to help maintain TVA's reputation as purveyor of P
power) and pointed out the irony of a federal agency contri Lunnq to the
destruction of a whole region in order to maintain its image as the
benevolent giant of the neighboring Tennessee Valley.

The Mountain Eagle fought the Corps of Engineers when the Corps
came up with a plan to build dams in Eastern Kentucky, thereby submerging
most of the tillable land and forcing thousands of families to migrate
(the Corps plan was sfully blocked); fought the Appalachian
Regicnal Commigsion for its preoccupation with blueprints and bur
jargon at the expense of any meaningful grass-roots develog
the United Mine Workers for its failure to provide str
and now fights the current administration of the [
and fought, generally, on behalf of the right of
their own decisions about their own lives. MNot g
his feelings (and the feelings of his readers) this way :

-We need to be skeptical, to be suspicious,
qu-‘.-"tzon 5, and te demand answers of all who would
what cloak they vaar. Mad we ¢ ¢
the right answers at the right ¢ e have = red from a TVA
that devastates an entire area
Engineers that builds ¢
serves only the lumber indu from an Appalachian Reglit
that seeks not to assist J.ut to eliminate an entire culture r
own heritage. We might even have been saved from our own folly in tur;
over the greatest wealth in the nation to a few moneymen from the outs
who wanted our minerals.

"We don't need any new ideclogy forced upon us. We just need help
in seeing and understanding all the alternatives. Give us all the facts --
and I mean all of them -- and we will make H"‘ right s . "

This kind of tough-mindedness continues to carry i
Having failed to drive Gish out of the mounta with e
The Mountain Eagle's enemies =14 £ irther last August
of night they set fire to the ne r's off . spite extensive
damage from fire, smoke, and wat which destroyed all of the pape
photographic and composing equij t, Gish set out to c lete the
of the issue in preparation at t time, only to be evicted as he was
50. In defiance, he put the paper out from his living room until he could
find another office.
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the information when we asked the right questions. TVA then informed us
it would give us no more information, answer no more questions, unless we
would agree to pay its costs. We said, sure, we'd pay. We didn't know
what money was involved, but we thought we were probably talking about a
few dollars to cover Xerox costs. How wrong we were. TVA informed us we
would have to pay the hourly wage of a file clerk for time spent collecting
information, plus the hourly wages of a supervisor. To test this out, we
asked a few gquestions, all really relating to only one question. We got
back some answers and a bill for $107. We paid the bill,..

"So much for Freedom of Information, in the view of TVA. Freedom
of the press, freedom of information, obviously is only for those who can
afford to pay.

"We have not stopped our efforts, even though we have been advised
we now owe TVA a 'very substantial' bill. We have found and reported that
TVA is considering stripmining the Cumberland National Forest, and we are
proud that because of this reporting, Congress wrote into its strip mine
control legislation a couple of months ago a provision specifically
designed to keep TVA from stripping the forests...We found TVA plans to
purchase Peabody Coal Company for more than a billion dollars, a major
step toward nationalizing the coal industry. All in all, we have found
overwhelming evidence that TVA, far from being the servant of the people of
the Tennessee Valley, is-the high lord and master, a king presiding over
a colony, a king in po way accountable to the people.”

Public accountability, in Gish's view, is basic to democracy. His
éntire career as editor-publisher of The Mountain Fagle has been devoted
shining bright lights into dark corners. He grew up in the coal-muscled
mountains of Kentucky and has spent almost all of his life there; he is
closely familiar with the complex problems of \ 1ing resources without
misusing people, and in issue after issue of hia newspaper he has come out
strongly and articulately on behalf of the people he represents.

This attitude was once the cormerstone of the philosophy that
brought the Tennessee Valley Authority into being more than forty years
ago. Now, TVA is a sprawling, powerful, remote giant; its policies
affect the lives of millions of people living within its service area and
other millions beyond, but none of them has had a say in those policies
and all too many have been victimized by them.

As editor of a small weekly deeply rooted in the community it
serves, Tom Gish knows more about accountability than most government
officials will ever learn. 1In every issue, in its news columns and its
editorials, The Mountain Eagle is accountable to its readers. Without
their trust, it could not survive. The record of the past eighteen years
is exceptionally clear proof of Tom Gish's qualifications for membership
on the board of directors of the Tennessee Valley Authority -- a board
which must face the immediate challenge of giving TVA a new sense of
direction and purpose based on open policy-making, with those policies
carried out in unity with the people whom TVA must learn to serve over
the years ahead.




JOHN H. GIBBONS

EDUCATION:

B.S. (1949), Mathematics and Chemistry, Randalph-Macon College,
Ashland, Virginia
Ph.D. (1954), Nuclear Physics, Duke University

POSITIONS:

1954-1965. Ock Ridge National Loboratory., Experimental research on
nuclear reactions pertinent to nuclear reactor design and to understanding
mechanisms of heavy element synthesis in stars.

1965-196?. Ock Ridge National Loboratory. Group leader, nuclear
geophysics. Research on stellar nucleosynthesis and solar system

elemental abundances; nuclear techniques to explore composition of

solid materials near their surfoce.

1969-1970. Ock Ridge National Laboratory. Director, Environmental
Quality Study Project. Research on environmental problems associated
with conversion of energy resources to electricity.

1970-1973. Ocak Ridge National Loboratory, Director, ORNL - National
Science Foundation Environmental Program. Research applied to problems
of energy conservotion; environmental impocts of coal mining and conversion;

origins, flow, and fate of heavy toxic elements; solid waste management;
regional lond use and environmental systems analysis.

Jan.-August 1973. University of Tennessee.Director, Environment

Center. Research and service in environmental issues, with emphasis on
private ond public costs of coal mining.

Sept. 1973-Sept. 1974. Department of Interior, Federal Energy Office,
Federal Energy Administration: Director, Office of Energy Conservation.
Responsibility for directing overall Federal programs in research, develop-
ment, ond demonstration on energy conservation. Directed Federal Energy
Management Program which reduced energy consumption by federal agencies
in FY 1974 by 24%. Directed oction programs with state and local govern-
ment. Directed national education and public awareness campaign to
conserve energy. Developed issue popers ond decision popers for odmini-
stration ond legislative oction programs in short=term energy curtailment

and longer term increase of U,5. energy-efficiency, Developed program
for international cooperation (NATO-CCMS) in energy conservation
research and demonstration programs.

Oct. 1974- University of Tennessee: Director, Environment Center.
Programs of research and service in a variety of environmental issues;
with emphasis on energy supply ond demand trade~-offs, including
environmental implications; coal mining ond conversion systems analysis,
emphasizing environmental implications; land use patterns; and other
socio-technical issues associated with energy ond environment,
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PROFESSIONAL ORGANIZATIONS AND HONORS:

Fellow, American Association for the Advancement of Science.

Fellow, American Physical Society.

Member, Phi Beta Koppa, Sigma Xi, Omicron Delta Kappa, Sigma
Pi Sigma, Pi Mu Epsilon, Pi Gamma.

Member, Ecological Society of America.

Member, US AEC Advisory Committee on MNuclear Cross Sections
(1969-70).

Member, Governor's Task Force on Energy (1973).

Government Co-Chairman, National Petroleum Council Committee
on Energy Conservation (1973-74).

Member, U.S. Delegation to Plenary Meeting of the NATO Committee
on the Challenges to Modern Society (1974).

Consultant to Federal Energy Administrotion, Oak Ridge National
Laboratory, Oak Ridge Associated Universities.

American Men of Science, Who's Who in Atoms, Who's Who in America.

First Distinguished Service Award, Federal Energy Administration.

Board of Editors, "Energy Systems and Policy".

Consultent; FEA, ERDA, OTA

PERSONAL:

Born 1929, Harrisonburg, Virginia
Married: Mary Ann Hobart, 1955

Children: Virginia (now at Smith College); Diana (now at Yale University);
Mary Marshall (High School)

Member, Church of the Ascension (Episcopal)

Residence at Sassafrass Hill Farm, Concord, Tn. and Riverbend Farm,
Lancing, Tn.

Member of Board of Directors, Oak Ridge Chamber of Commerce (1958).

Chairman, Mayor's Committee on Industrial Development (1960-61).

Founding Member, Board of Directors and President (1971=73), Ock
Ridge Development Corparation.

Vice President and Member, Board of Directors, Oaok Ridge Civic Music
Association (1962-63).

Member, Boord of Trustees, Webb School of Knoxville (1968-73).

Member, Board of Directors, Scientists and Engineers for Appalachia.

Member, Board of Directors, Environmental Systems Corporation.

Member, Board of Directors, McDowell Enterprises, Inc.

Founding Member, Board of Directors, 2nd Federal Savings and Loan,
Oak Ridge, Tn.

Member, Tennessee Citizens for Wilderness Plonning, Sierra Club, The
Wilderness Society.

Cosmos Club (Washington).




[From the Tennesseean, June 22, 1975)
Contrapierions Dor Forp's TVA Croice
(By Nat Caldwell)

Columbus, Miss.—There seem to be two James F. Hooper's living inside one
skin—two different personalities—and his hometown wonders which “Jim'" Presi-
dent Ford has named to the Tennessee Valley Authority board.

One Jim Hooper, lavishly endowed with sales and promotion skills, but con-
stantly haunted by bad business judgment or luck, appears as the sporadic
contriver of a series of elaborate commercial ventures that fopped.

Usually drama and lawsuits followed business failure. This is Jim Hooper, the
huckster and hustler.

The other Jim Hooper is the civic leader, the visionary pioneer of waterways
projects, the volunteer pilot for regional charity drives or public improvement
projects, the tireless worker for the Republican party in his home state. This is
Jim Hooper, the solid, stable citizen.

These conflicting images of the man emerge from a ecareful research of court
suits brought against him and his assoeciates, from interviews with local business-
men and lawyers who know him, and from a study of news elips recounting some
of his activities.

Research into the past of this controversial but colorful man whom the Presi-
dent wanis to be a TVA director, shows him to be a remarkable but questionable
candidate for the high federal office he soon may hold.

There is Hooper the ex-band leader who escorted more new bands into the
historic ball rooms of Memphis’ Peabody hotel in four years than any other
musieian or promoter.

There is Hooper the self-proclaimed inventor of the U.8. Air Force crash
helmet (a dozen Mississippi newspapers front-paged this Hooper claim to fame
when it appeared he was high on President Ford's list for the TVA post).

There is Hooper, the private pilot, who talks of his days in the cockpit of his
personal, private plane as the times he has enjoyed the most.

There is Hooper the business entrepreneur whose business associates seem
plagued by ghastly fates: two of them, a decade apart, suicide victims; a third,
in deep finaneial trouble, was involved in a tragic head-on collision as he returned
from a disappointing business trip in Memphis.

Two persons in the other car were killed. The business partner was arrested.
Later, he went on to suffer bankruptey, his assets $5 million short—and other
tragedies still stalk this former associate of Hooper.

There is Hooper who has known business failings and civil court actions that
have grown out of the flops of these enterprises. He has won these lawsuits, but
he has been accused by opposing counsel of being a eonman, a four-flusher and
a hapless splurger.

All of this makes this greying, strikingly handsome man less than attractive
as a potential TVA board member.

No man with such a unique, diverse past has ever been seriously considered
for the TVA board.

Hooper, in person, responded to this reporter's questions in an out-going
manner, seemingly unconcerned that already his nomination is stirring early
np}]n.ﬂitinn,

‘I am basically a conservative businessman,” he says, “I have often been a
successful one."

The presidents of three Columbus banks agree. So do Mississippi GOP leaders
(Hooper's wife is Republican national committeewoman) whose support for the
TVA post he first solicited.

It is assumed, since Ford has sent Hooper’'s name to the Senate for confirma-
tion to the TVA board, that the FBI found nothing in his past that bars his
appointment.

When he was asked by a reporter about his record of business failure Hooper
urged the journalist to talk to other people in Mississippi who know him and who
would vouch for him.

He listed bankers, civic leaders and old friends to see. He mentioned his lawyers,
members of the most successful and most potent law firm in North Mississippi.
This crosssection of people who knew him would corroborate his status as a
solid citizen.

Hooper is well-known in Columbus business circlés. Those who know him are
willing to discuss him.
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Some praised him for attribution, but assured at their request they would
not be quoted by names, warned that he has propensities they consider un-
desirable which might follow him to TVA.

A few civic leaders, not named by Hooper, or his lawyers, volunteered their
tributes, extending his list of achievements.

His calm in the face of a reporter’s tough questions was evidence that he has
poise. He is a groomed man, trim and looking cool, even on the hottest days.
When he goes out in his khaki jumpsuit to supervise the small dairy that remains
of all the business ventures, or at least the only surviving venture that he will
discuss, he looks neat.

Hooper was the promoter of a failed dairy intended to be Mississippi's largest,
and a failed pet food factory that, for a short time, enjoyed the largest sales
volume of any in the South. He was a co-promoter of an insurance company
which had its Tennessee license revoked in February, 1970.

Hooper told a reporter: “I was out of the Standard Union Life Insurance
Company long before it was suspended in Tennessee or any other state.” But he
was sued by men who replaced him as majority stockholders anyway. He pointed
out that the Tennessee suspension involved no questionable practice, simply
a re-insurance plan that sent Tennessee policy holders to another company,

Like most of the business failures that Hooper acknowledged, incredibly bad
luek could have been a eause as well as management failure,

But there was no equivocation from the Air Force on Hooper's claim to have
invented the protective headgear. Calls to Air Force Systems Commands, ar-
chives, protective clothing and headgear research, produced neither record nor
memory that he played even a minor role in the development of the famed safety
headgear.

But Donald E. Huxley, of Dayton, Ohio, a retired civil service supervisor of
the research sector said: “Hooper’'s name rings a bell. 1 think he was one of our
very minor helpers. He could be assigned about one-one hundred and sixty-
seventh of the credit for one activity at one time. But there are other names,
principal contributors, I would write about.”

Hooper, when interviewed earlier, described himself as the “key man’ in
developing the crash helmet.

He says he is surprised that the news media has not found more people who
oppose him,

“T am flabbergasted beeause all of the press has found so few detractors . . . I
am not a foolish man. If 1 were, every top office holder and political leader of
both parties in Mississippi would not have endorsed me for one of the most
responsible assignments in the national government service.”

Juestions about his business record seemed to irritate him, however. Once in
an interview in his home, he suddenly pulled two pieces of paper out of a rear
pocket. He extended these to be read.

One was on the memorandum pad of Columbus National Bank of Commerce,
the other was on the memorandum pad of the First Columbus National Bank.
Signed by the presidents of these two banks, these memos said they were evidence
Hooper owned certificates of deposit of $200,000 and $100,000.

Top officials of both banks said later their regulations prevented them from
substantiating Hooper's claim or the size of any other depositor's account.

He retrieved the memos, flourishing them and grinning. He declared that
“if anybody questions my success, here's $300,000 cash to start with. And I'll
be ready with a sworn net worth statement in excess of $600,000. It’s a shame to
gm“.i. a man until he is forced to boast of his success . . . This, almost, gets to
me.

One who volunteered commendation in behalf of Hooper's civic efforts and
“imaginative effort in behalf of the Tennessee Tombighee waterway” insisted he
would not presume to discuss Hooper's financial affairs.

Glover Williams, executive director of the Tennessee Tombighee Waterway
Authority, called from Washington. “I want a chance to boost Hooper,”" Williams
said.

“To any of the old guard of river development, flood eontrol, soil conservation,
scientifically improved farming, and wild life protection, bad mouthing Jim Hooper,
as some environmentalist groups seem to be doing, is unjust, unfair and totally
lacking in truth,” said Williams.

“Jim Hooper was one of the original plank holders of the Tennessee Tom
waterway,” Williams continued. “How many trips over the South can I remember
in his Bonanza, buying the gas was on him too, barnstorming for money to pay
for lobbying just to get the Corps of Engineers started?”’




Reading the court records must make Hooper wince. Fifteen years ago at
Aberdeen; Miss., a Columbus lawyer was trying to garner some money for a client,
after Hooper's large southwide pet food factory went down. He offered the federal
court jury an acid critique to the man, who soon may be casting the deciding vote
on whether and how much the Tennessee Valley Authority will increase light
bills for 3 million valley citizens.

The lawyer said, “That Jim Hooper continued in his usual manner to operate
the business, to fly around in his plane, to take the biggest suites in the hotels,
saying ‘Now things are going . . . Business was booming.’ . . . and, while he
was behind on his bills, he was going to have some people put new money in the
business . . .”

Hooper responds, ““I reject the idea that a series of incidents show I was no
manager. This was at a time when the whole U.S. was rolling the dice, trying to
get rich quick . . . But I won all those law suits you read, overturned in court,
all of the fraud charges . . . I have made money and still make money in my
business deals. I am a basic conservative.”

Hooper added more strokes to this portrait. “‘I respect and greatly admire both
the purposes and the achievements of the TVA, and I know of no other Republi-
can, with a chance for White House appointment, who, conscientiously, as I can,
could stick in there and uphold Red Wagner’s hand.”

“On top of that,” he continued, flicking the string tie of a woven white sport
shirt as he spoke. ““I know that the TVA board needs a man who will battle for
new industry and new jobs. Also, it needs a man who understands the full potential
contribution of the Tennessee Tom waterway to the Tennessee Valley and to the
central South. I dearly love that waterway and I helped to organize most of the
groups that promoted it in the early days.”

Failed pet food factory, failed 500 cow dairy which was planned to be the largest
in Mississippi with four milkings per day and a Hooper devised high protein feed
formula to keep the dairy cows produecing at this level—how do these fit in?

It may square with Hooper whose friends insist that he “never missed” on a
civic promotion. From Tenn Tom to the kidney machine badly needed by a
Jackson hospital a few years ago and obtained, according to Hooper, from federal
H.E.W., he listed these successes.

And the very lawyer who offered the jury the biting synopsis of Hooper's
business methods has been won over. He is State Sen. Bill Burgin and, as head of the
local firm that now represents Hooper, he’s slated to coach his client through the
Senate confirmation committee hearings that alone bar his path to a $38,000 law
annual wage and a full third of the responsibility for running TVA.

Burgin said: “On that law suit, we were trying to get the jury's attention, at a
time when Hooper’s lawyer had all the facts and all the proof on his side.”

Burgin's associate, Hunter Gholson, added: “Hooper’s an innocent vietim of
bad luck on lots of those cases.”

What about the law suit to recover from Hooper his dairy farm, previously
pledged as reserve against policy premiums of the Standard Union Life Insurance
Company?

“IL_- won that case in the Mississippi state courts. He was absolved of all fraud
charges."

What about the suit of the federal receiver in bankruptey, also directed against
Hooper's farm?

““The record will show that Hooper won that too."”

Neither Burgin, who obtained for Hooper unanimous endorsements from the
Mississippi legislature and strongly worded statements from all major Democrat
officeholders, nor any of his Republican sponsors believe he'll be even lightly
skinned in the confirmation procedures.

And Burgin seemed totally unimpressed by the protests of anti-strip mines and
environmentalist groups against Hooper's environmental positions. These pro-
tests had started to come in when Hooper and Burgin were interviewed two weeks
ago.

gTW('I\‘(- national and TVA regional environmental groups filed formal protests
against the Hooper nomination before the Senate Public Works Committee
Tuesday. They pledged a battle against confirmation.

Another Hooper admirer in Columbus, Louis Wise, manager of Four Counties
Electric Cooperative, said that “with Mississippi's two very senior senators,
Eastland and Stennis, carrying the ball for him, the environmentalists will have to

come on stronger with the votes than they have ever done before to even show
him down.”
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“Jim Hooper hasn't told the press how he stood on any of the environmental
issues,” Wise declared. “So these 12 groups must have gotten mad because he
said he'd like to back up the TVA board chairman, who has been having some hard
going recently. That’s a poor ground to fault him on.”

Senator Ranporpn. Mr. Hall and Mr. Blackwelder. Would you
tell us how you desire your statements to be given to the committee?

STATEMENTS OF RICHARD M. HALL, FRIENDS OF THE EARTH AND
BRENT BLACKWELDER, ENVIRONMENTAL POLICY CENTER

Mr. Havn, Mr. Chairman and Senator Baker, I am pleased to sub-
mit my statement for the record. I will not read any portion of it
but I would like to make one comment in addition to the statement
in response to some of the points that were made yvesterday.

Senator RanvorrH; Yes, you do that, Mr. Hall. Your statement
will be included in the record. (See p. 229.)

Mr. Havn. Thank you.

The one comment 1s that Senator Stennis said he felt strongly that
the Board needed balance. On that statement we agree. T believe the
panels here today, and many of the people who testified, in effect
said that.

In addition, there was a strong emphasis that Mr. Hooper could
bring the background of an agriculturalist to the Board. We are not
sure that in a crisis stage as to the major issues, so referred to in my
testimony, that that can be given overriding importance in lieu of
anything else. But we agree that an agricultural background would
be a plus for any man.

I would like to point out the background of Mr. Harcourt-Morgan
as an agriculturalist who was one of the first three members of the
TVA Board.

I would like to read just a brief passage from a book entitled,
“Morgan versus Lilienthal, a Feud within the TVA,” by Comis
MecGraw, published as a Master’s thesis:

John Harcourt Alex Morgan has spent his adult life promoting agricultural
improvement in the South. He had been recommended to Arthur Morgan—

was the person who selected the other members of the Board—

for recommendation to President Roosevelt by officials in the Department of
Agriculture and formally endorged by the executive of the Russell Sage Founda-
tion and several land grant eolleges.

Born in Canada, he was educated there. Upon graduating from college, he later
earned several Doctoral degrees. Upon graduating from college in 1 889, he was
hired immediately by the Louisiana State University to teach entomology an d
work in the new agricultural experiment station,

As Chairman of the Department of Zoology and Entomology at Louisiana
State, a position he assumed in 1893, Harcourt-Morgan applied his specialized
knowledge to agricultural problems.

He battled the boll weevil, the Army worm and the grasshopper, traveling
throughout rural Louisiana and neighboring States. Intermittently, during the
1890's he pursued graduate work at Cornell and studied at the Marine Biological
Station at Woods Hole, Massachusetts,

In 1903, as Executive Director of the new State Crop Pest Commission, he
intensified his personal campaign against the tick and boll weevil. In 1905, he was
hired by the University of Tennessee to direct its agricultural experiment station.
He was also made Professor of Entomology and Zoology, but his main interest
confinued to be in agricultural development.

The Tennessee Department of Agriculture at that time conducted farmers’
institutes to demonstrate progressive methods in rural areas throughout the State.
This form of edueation suited Harcourt-Morgan perfectly. He had guided a similar
program in Louisiana.
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He ultimately became the driving force behind the project. He frequently
lectured at the meetings himself and traveled to the back country on horseback to
recruit students to the university’s new agricultural school.

In 1913 he became Dean of the College of Agriculture, and during World War 1
served as Food Administrator for Tennessee. _

In 1919 he was made President of the University of Tennessee and in 1927 was
elected President of the Association of Land Grant Colleges and Universities.

More than once, Harcourt-Morgan was asked to run for Governor of Tennessee,
He was shrewd in the ways of politics, but had no desire to become a professional.
Throughout these years he continued his interest in entomology, serving on na-
tional advisory committees—and I might add their legion—for the control of
inseects, pests and working closely with the Extension Service, :

Thus, when he was selected to be placed on the Board of Directors of TVA,
besides extensive background throughout the South, both in Agriculture and in
the sciences necessary to support Agriculture, he spent 14 vears as the President
of the University of Tennessee and six years as the President of the Association
of Land Grant Colleges and Universities.

Mr. Havr. That is an agricultural kind of background that would
be of real value to the Tennessee Valley Authority. But we do not
believe Mr. Hooper matches those standards even as an agriculturalist.

Thank you.

Senator BAker. Dr. Morgan was indeed a distinguished citizen of
this country and a distinguished citizen and resident of Tennessee.
Thank you for that.

The chairman found it necessary to leave because of another prior
commitment that was scheduled for 12:30. He asked me to conclude
this last panel of this hearing.

Mr. Balckwelder, do you have a statement that you would like to
make?

STATEMENT OF BRENT BLACKWELDER, ENVIRONMENTAL POLICY
CENTER

Mr. BLackwELDER. Yes, sir. If that can be included in the record
[ will be very brief.

Senator BAkEer [presiding]. We will receive the statement for the
record. (See p. 238.)

Mr. BuackweLper. The focus of my testimony concerns TVA's
water resources development policy. Essentially, our feeling is that
Mr. Hooper is not sensitive to the serious environment problems in
this area. It is our feeling that the State of Tennessee has ample water
developments to last for the rest of this century and into the indefinite
future and that in fact he would not bring about some needed reforms
in TVA’s water development policy.

As you know, the General Accounting Office’s audit and report on
the Duck River Dam revealed that the TVA was certainly overzealous
in its economic justification of the project. The trial on the Duck
River Dam revealed that high TVA officials had falsified information
provided by the staff in an effort to make the project appear more
favorable.

[t is our view that we need a person on TVA’s Board of Directors
who will be able to take an honest look at water development projects
and not attempt to put forward projects which do not meet the
standards that we feel need to be adopted across the country.

One final point concerns Mr. Hooper’s sponsorship of the Tennessee-
Tombigbee Waterway. This project, if you read ILI‘ promotion liter-




228

ature, is in part designed to provide water transportation for strip-
mined coal going to Japan.

We feel that 1s not a very responsible energy policy.

Furthermore, his support for the Tennessee-Tombighee Waterway
opens up another area of concern—racial diserimination. This project
goes through areas with heavy black populations. Indeed, some of the
counties through which the Tennessee-Tombighee Waterway crosses
are over 60 percent black. Yet there are no blacks on the Tennessee-
Tombigbee Development Authority, despite the fact that the project
will be heavily impacting on black populations. We feel his sponsor-
ship of this project reveals an iil‘-«i'n“ili\'”_\‘ in this i!npm'l:lill area of
public concern.

Senator Baker. Thank you, Mr. Blackwelder and Mr. Hall. We
thank you very much. We appreciate your patience and forbearance
in being the final witnesses in this schedule.

Your statements will be considered very carefully and we thank you.

[Mr. Hall’s and Mr. Blackwelder’s prepared statements follow:]
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Environmentar Poucy Cenrer
324 C Street, S.E Washingion, D.C

547-6500

BOARD OF : RS OF THE TENNES THORITY 18,1976

The Environmental Pollicy Center is a national conservation orgar-
izatlon which focuses attentlion on critical environmental issues
guch as land use, water resources, and energy problems, We
appreclate the opportunity to testify on the nomination of James
Hooper to the Board of Dlrectors of the Tennessee Valley Authority.

The Environmental Policy Center 1s opposed to the nominatlon of

Mr. Hooper for a number of remsons. Based on our examination of
the baskground of Mr. Hooper, we belleve that the Y réeason

for his nomination 1s that hls wife 18 a most infl tlal flgure

in the Hepubllican Party in Misslisslppl. The Public Wo ks Committee
Will be hearing testimony concerning Mr. Hooper's |\ lity to
manage hls busineas affairs competently. The Enviror 1 Policy
Center wishes to focus on a different ground of op

Hooper's total lack of sensitivity to environmental proble

Slnce TVA 1s heavlily involved in energy production and water
resource development, we belleve that it 1s essentlaml that a
of TVA's Board of Directors posse some min 1 under-
standing of the many environmental problems assoc i ] with the
activities, The State of Tennessee ls literally cos
reservolrs. [t
we Teal that Mr
e
£l

has had enough dam bullding for one

» Hooper would advocate and

Yolr construction for Tennesses. TVA ls

Endangered 5 ie6 Act in constructing the

Duck River dams would also ellminate endangered s

needs some new leadership which will zage in projects wt
forever eliminate natural resources and drown areas of pricel
historical value. + Hooper, we belleve 1s not about to advo
any reforms in TVA's water development pollcy.

Testimony at the trial on the Ducx Hiver cams revealed that high
TVA © ials had dellberately falsiflied reports from the

8taff and consultants concerning this project. Baslec changes are
needed in TVA's thless efforts to get projects built no matter
what the cons ¢ The General Accounting Office's audit

and report on the Duck Hlver Froject was lssued 1n September, 1974,
and contalned a scathing condemnatlon of the procedures used

IVA 1n an effort to make the project appear Justifisnbvle. Heform

1s clearly needed, but Hooper 1s not the person for the job.
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Senator BAker. The chairman asked me to announce that it will be
the intention of the committee to have this transeript typed and made
available to the committee members as soon as possible. We will
proceed with an early consideration of the nomination in executive
session. My personal estimate is that probably will be sometime next
week.

If there are no further statements at this time, the hearing is ad-
journed.

[Whereupon, at 12:53 p.m., the committee recessed, to reconvene
subject to the call of the Chair.]




STATEMENTS IN OPPOSITION TO MR. HOOPER'S NOMINATION

U.S. SExaTE,
Washington, D.C., February 17, 1976.
Hon. JExNiNGgs RANDOLPH,
Chatrman, Senate Public Works Commillee,
4202 Dirksen Building,
Washington, D.C.

Dear Mg, Caareman: I want to thank you for this opportunity to comment
on the nomination of James F. Hooper to the TVA board of directors. Unfortu-
nately, my schedule prohibits me from appearing personally before your committee.

As vou know, I have previously stated my opposition to this nomination on
grounds that I believe we need a person of truly outstanding qualifications and
reputation for the job.

My attitude on this nomination is molded by my belief that TVA is entering
perhaps the most difficult period of its existence. I have always been, and continue
to be, a strong supporter and advocate of TVA. It has provided untold benefits
to our region.

But many, many questions are now being raised about its public accountability,
about its rate structure, about its role in environmental matters, and about public
input in its decision making.

That being the case, I think this nomination—which is for a seven-year term—
is more significant than usual. It is a great opportunity to put on the board
someone who can provide the leadership and the insight to address and effectively
deal with these issues so that TVA ean remain strong and maintain the kind of
grass roots support it has always had in the past.

Since announcing my opposition to Mr. Hooper, I have at the request of others
reviewed my decision to see if perhaps I have overlooked factors in his favor.
However, my review was unde rtaken with the same sentiments about the nomi-
nation’s importance at this particular time.

I must say that I have come to the same conclusion, if somewhat reluctantly.
I am sure Mr. Hooper is an honorable man with the best of intentions, but I
simply do not believe he is the right man for the job at this time.

Therefore, I urge that the committee not report this nomination to the full
Senate.

Sincerely,
Wavrrer D. HupbLESTON.

KENTUCKY GENERAL ASSEMBLY,
Hovse or REPRESENTATIVES,
Frankfort, Ky., February 13, 1976.

Hon. JexNimngs RanpoLrh,
Chairman, Senate Public Works Commillee,
Senate Office Building, Washinglon, D.C.

Dear Senator Rasporpu: After much consultation with the constituents
I represent, I feel it necessary that I address myself to the proposed appointment
of Mr. James Hooper to the T.V.A, Board.

I feel that there are may questionable situations within T.V.A. already, such
as: inefficient utilization of the skills of employees and scheduling methods which
are conducive to inefficiency.

I feel that Mr. Hooper's appointment to this board would not improve the
questionable practices already in existence within T.V.A.

I do oppose Mr. Hooper’s appointment to this board and I am confident that
everyone involved will give this matter careful consideration before making
their decision.

Sincerely,
J. R. Grav.
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East TenNEssEE ENErGY Group

Knozville, Tenn., February 18, 1976,
Senator JENNINGS RaNDOLPH,
Commijtee on Public Works, U.S. Senate,
4202 Dy OB, Washinglon, D.C.

Dear SeNaTor Ranporrn: Please include the enclosed testimony in the publie
record of the hearings on James F, Hooper as Director of the Tennessee ‘alley
Authority. Thank you.

Sincerely yours,
Joun Z. C. Tuomas,

TesTIMONY PRESENTED BY THE EAST Tennessere Exercy Group

As numerous witnesses, I am sure, have already noted, the Tennessee Valley
Authority is at a critical juneture. The TVA has always been at a critical juncture,
only this time the agency is faced with problems, the solution of which will pro-
foundly shape the future of the Valley. Never before in TVA’s long and turbulent
history has it been faced with so many decisions of such long-range effect nor
has it had to deal with massive, broad-based criticism and opposition both
within and outside the Valley. As the United States largest utility, the course
TVA charts will have an inflience on the rest of the nation.

The problems and eritics that TVA faces are numerous and varied. They are
found in the lengthy hearings, mostly the result of interventions by local citizens,
on the Hartsville nuclear reactors which found the State of Tennessee and TVA
in sharp disagreement over TVA's adherence to the state's water quality standards.
They are found in the recent massive dissatisfaction with TVA’s electrical rates
which resulted in the organization of demonstrations or consumer Eroups across
the Valley. They are found in the national and local opposition to TVA’s involve-
ment in the construction and operation of the Clineh River Breeder Reactor
Demonstration Plant. They are found in the endless opposition to TVA's final
dam, the Tellico project. They are found in the State of Alabama's lawsuit against
TVA over the ageney's failure to adhere to the State's air pollution standards.

Never before has TVA needed such qualified leadership as it needs today. The
agency is a great experiment, born of the New Deal. Even those currently in
opposition to it do not want it to fail. Thus at this critical moment great hope
was had that a new director would be appointed who would bring fresh and
knowledgeable viewpoints to the Board. It was anticipated that such a person
would be familiar with energy problems and experienced in administration and
thereby help our great institution weather the current storm.

Unfortunately this was not to be. Instead the citizens of the Valley were given
James F. Hooper, a Mississippi businessman, whose principal qualifications
appear to be that he is a good fellow, well met and is supported by key persons
in Mississippi politics. Such an appointment is an insult to TVA and to the citi-
zens of the Valley. The East Tennessee Energy Group urges the Senate Public
Works Committee to advise against his confirmation forthwith. TVA does not
need a promoter nor will the agency's problems be solved by the appoeintment
of a director with no experience in energy or administration. Mr. Hooper's princi-
lF\i qualification that might be of some use to TVA are his publie relations abilities.

VA’s problems are far too great and far too important to be dealt with in such
& manner. A superficial, uniformed approach will not help.

“urther damaging to Mr. Hooper is his professed desire to continue without
question the current policies of TVA. He is quoted as saying “I know of no other
Republican, with a chance for White House appointment, who, consecientiously,
as I can, could stick in there and uphold Red Wagner's hand.” (Nashville Ten-
nessean, June 6, 1975.) The new director for the agency should have an open
mind, not a closed one such as Mr. Hooper professes.

The East Tennessee Energy Group feels that TVA’s new director should have
& basie knowledge of energy and its problems, that the person should have had
some administrative experience, that the new appointee should be aware of
environmental problems and the solution to those problems to the best benefit
to man and nature, and that the person should be aware of the broad impli-
cations of TVA’s policy on the national scene Mr. Hooper has none of these
qualifications and does not deserve to be recommended to the full Senate,
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apy

Best wishes for your «

Sincerely,

CarL J. HoLcoms.







APPENDIX

AN ANALYSIS OF THE BACKGROUND OF JAMES F.
HOOPER I1T, TOGETHER WITH MR. HOOPER'S RESPONSE







INTRODUCTION

On June 12, 1975. the nomination of James Fullerton Hooper IIT to
the Board of Directors of the Tennessee Valley Authority was sub-
mifted by the President for confirmation by the United States Senate.
The nomination has been referred to the Committee on Public Works.

A number of individuals and organizations have asked to be heard
with regard to the confirmation of Mr. Hooper, and have indicated
that they intend to raise questions regarding the business background
of the nominee. In addition to the issues raised by these potential
witnesses, several articles ap pe ared in newspapers in ‘the valle vV region
raising specific allegations which would bear on the nominee’s busi-
ness and managerial competence, Selected news articles are contained
in Appendix ITI, p. 61.

Because of the nature of the allegations which have been made, the
Committee ]':w!ln'lu'tl hearings on the nomination scheduled for
July 22 and 23 and requested the Committee staff to conduct an analy-
sis of Mr. Hooper's business background.

This analysis is limited to the business affairs of Mr. Hooper. His
positions on issues related to the mission and programs of the Tennes-
see Valley Authority or to energy and the environment are beyond the
scope of this analysis.!

(iENERAL BackeroUND

In 1939, James F. Hooper. having completed 4 years studyving indus-

trial engineering at Auburn University, left to pursue briefly a
in musie,

In October of 1941, Mr. Hun]w:' entered the U8, .\!'lll_\ Air l'nl‘|:.~'_
He earned his pilot wings and served until discharged on Septem-
ber 25. 1945.

While in the service he married \'il";'il\.'i:l Reid Fite of Columbus,
Miss., and after his discharee settled i 'r-hm,].m to take up dairy
farming on land !'lliur'\ owned |1\ his wife's father. Mr. and Mrs.
”Hrqu-r have three children: Mrs. Ralph Rood. Columbus, Miss., a
landsecape architect; Dr. James F. Hooper IV, Lexington. Ky.. a resi-
dent physician at the University of Kentucky Medical Center; and
P. F. Hooper, a farmer.

Mr. Hooper has served as President and Board Member on the
Mississippi Rivers and Harbors Association and was a charter member
of the Tombigbee Water Management Distriet.* He has served on the
Board of the Tombighee Valley Authority and was named a member
of the Water Resource Advisory Boards for Republican presidential
candidates in 1960, 1964, and 1968,

career

T ining nls 1-]|-<J on or refere fd In this report
v Be 2l 1 . BT ren 0 uments are ind ted In the text
||| thie mm th 1 y o IT‘I""
}1...|.— 1 stated [} t hl-l[. derives from Ll
2 experience. s farm is locat 1jncent to the T :nh.;:h * }.1.
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In addition to dairy farming, which has remained his primary
occupation for almost 30 years, Mr. Hooper has become involved in
several business ventures.

In the late 1940s through 1959 Mr. Hooper participated in the
ownership and management of the Columbus Canning Company,
which produced, canned, and sold Jet and Bonus dogfood. This busi-
ness was operated initially as a proprietorship, then as a partnership,
and finally, from 1957 until it ceased operations in 1959 as a cor-
poration.

In 1965, Mr. Hooper met Everett Hope Brooks, a Memphis business-
man, and in 1966 the two formed a partnership in the dairy farm oper-
ation which lasted until the bankruptey of Mr. Brooks in late 1969. Mr.
Hooper and Mr. Brooks also were associated in two other business
ventures: Standard Union Life Insurance Company and Little River
Farms, Inc., an Atlanta vetail milk chain.

Because Mr, Brooks was closely involved in these businesses with
Mr. Hooper, an understanding of the nominee’s business background
is aided by understanding the financial background and bankruptey
of Mr. Brooks. A brief account of Mr. Brooks' business affairs is af-
tached to this report as Appendix IT, p. 59.

In addition to the foregoing enterprises Mr. Hooper has from
time to time realized income from the development and sale of real
estate inherited from his father-in-law, Dr. Ped L. Fite. In the early
1970’s Mr. Hooper and his wife sold several small houses in Memphis.
In December, 1974, Mr. Hooper negotiated the sale of the farm
property upon which the dairy was located for approximately $560,000
to the Weyerhauser Company for rail access to their new pulp and
linerboard mill at Columbus, Mississippi. [ 68, 69.] *

Mr. Hooper retains a lease on the dairy farm and continues that
operation as his primary occupation.

2 The settlement statement for the Weyerhauser gale shows that Weverhauser disbursed
the proceeds of the gale to pay several outstanding debts of Mr. Hooper, including the
balance due on a mortgage to Prudential Insuranee Company In the amount of $114,.500.
the ba'ance due on several notes to the Flrst Columbus National Bank in the amount of
$121,026.62, and a note to the Fariners Home Administration in the amount of $70,377.90,
The vet proceeds of the sale of the farm to Mr, and Mra. Hooper were $228,405.48 [70.)

2
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THE HOOPER DAIRY FARM PARTNERSHIP
Tue PARTNERSHIP AGREEMENT

In the fall of 1965 Mr. Everett Hope Brooks and Mr. Hooper
agreed to form a partnership to continue the operation of Honﬁer
Dairy Farm, which had theretofore been operated as a proprietorship
by Mr. Hooper. The partnership agreement was never reduced to
writing. A letter from Mr. Hooper’s attorney, Hunter Gholson, to Mr.
Brooks' attorney, James S. Gilliland, dated November 4, 1969, states:

It is my hope that you and I can devise some documents which will accurately
reflect and document the informal and verbal agreements which took place
between Brooks and Hooper. [103.]

A memorandum was subsequently filed as an exhibit to the deposi-
tion of Mr. Hooper in the Bankruptey of Mr. Brooks * taken in Feb-
ruary of 1971 l\ll:lt undertakes to set forth both the agreement and
experience of the partnership. The memorandum is untitled and
undated, but Mr. Hooper stated that he believed it was executed in
the fall of 1969. It was apparently made in preparation for the
bankruptey proceedings and that at the time of its execution Mr.
Brooks had either filed or was preparing to file his petition for a
Chapter XII arrangement under the Bankruptey Act.

The memorandum reads as follows:

In 1965, Hooper and Brooks had many discussions and arrived at certain
conclusions about the economic opportunities in the commercial production of
milk. It was evident that the price of raw milk had fallen so far behind the
general economy that small dairymen could not survive and that their withdrawal
over a4 period of time would inevitably result in a reduced supply, which in turn
wonld mean a rise in price. The only dairy operations that conld survive this
shortage would have to be those well-financed, large-seale organizations able
to provide good working conditions, efficient utilization of feed by top-quality
cattle, and able to withstand temporarily adverse economics,

Based on these discussions, Hooper and Brooks felt that they could each benefit
from the other's background and experience and that the combined effort could
develop an operation that would meet the above criteria with large financial
rewards,

A partnership was formed with the understanding that because of Hooper's
background In nutrition, manufacturing, engineering and dairy operation, he
should devote full time to management of the existing operation, develop addi-
tional physical facilities as required, locate and select top quality cattle, and
s¢t up feeding systems that would be economieally sound. Brooks' background
in finanece in the construction, cotton and farming businesses would be devoted
to making available adequate long-term capital. The main thrust of the whole
concept was to develop a large-scale, factory-type dairy operation

The partunership was formalized in 1966 The basic financial agreement was
that Brooks would buy an undivided one-half interest in certain farmlands owned
by Hooper for £100,000, plus assumption of one-half of the existing mortgage.
In addition, Hooper was to be paid $£175,000 for his cattle, machinery, and equip-
ment, by the partnership, out of finanecing that was to be made available and/or
profits,

4 See Appendix II for hrief account of Mr. Tirooks' hankruptey.

3
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During 1966, 1967, and 1968, Brooks made available to the partnership a
series of loans as temporary measures, pending proper long-term financing. During
the latter part of 1968 a reappraisal of the relationship of the two partners was
made in which the following sitnation became evident.

While Hooper had conveyed title to one-half interest in the land, and had
made available the cattle and machinery as originally agreed upon, the hand-to-
mouth financing had made it impossible for any substantial sums to be paid to
Hooper, Specifically, ont of $79,137.78 paid to Hooper, £36,000.00 would be equal
to the salary requirements of a competent herdsman, and approximately $15.-
000.00 was for reimbursement of expenses out of Hooper's personal funds, leaving
n net of $28137.78 total that could be considered as payment toward the in-
debtedness of £275,000.00. This would leave a balance still due at that time of
$246.862.22,

At this point, even though a diligent search had been made for the necessary
long-term financing, there was no immediate prospect of securing these funds,
nor was the profit structure such that there were any foreseeable funds to make
any substantial reduection in the indebtedness to Hooper, Since this was not the
gituation orlglnally intended, it was agreed that Brooks would re-convey title to
the one-half interest in the land, plus a small acreage valued at $13.000.00 which
he owned (known as the canning plant) to Hooper, This would reduce the obli-
gation to Hooper to a more reasonable figure by crediting £113,000.00 toward
the $246,862.22, leaving a total balance due of £133.802.22,

Before the above agreement was implemented, an aftempt was made to use
this and other farm properties as admitted reserves in an insurance company
owned by Brooks, with Hooper to be pald by stock in the company, This plan
was submitted to the insurance commissioners but was rejected. Since no stock
had been issued, nor payments made, the land was formally conveyed to Hooper
in August of 1969, in line with the agreement reached in 1968,

During 1969, payment to Hooper of $18,070.92 was approximately equal to
galary and expenses due him without any reduction in the debt owed him. In
July, 1969, some monies were made available to the partnership by Brooks, but
due to other financial pressures, were immediately withdrawn by him.

Throughout the four-year period, a line of credit was maintained at the First
Columbus National Bank as a joint personal liability of Hooper and Brooks
with cattle and machinery as eollateral. This acconnt presently shows £140,000.00
due the Bank. Due to high interest rates, tight money, and the generally de-
pressed farm situation, the eattle and machinery owned by the partnership
have a value approximately equal to thig indebtedness,

During the existence of the partnership the accounting firm of
Touche, Ross & Company in Memphis, Tennessee, was retained by Mr.
Hooper and Mr. Brooks to prepare the Federal income tax returns for
the partnership. Mr. Hooper would regularly submit to the firm all
of the James F. Hooper—IFarm Account bank statements and can-
celed checks for the tax year.® Any accounting auestions raised by
Touche. Ross & Company in conncction with the partnership ac-
counting would be resolved through correspondence and telephone
conversations with the partners.®

The interpretation of the partnership dealings derived from these
contacts by the acconntants at Touche. Ross & Company is at
yariance with the interpretation presented by Mr. Hooper both in the

B After Mr. Brooks declared bankriptey on Oetober 27, 19680, the firm of Touche. Ross
& Company was retalned by the Trustee In Bankruptey t $ hey knowledge
and informatlon regarding many of the complex husin 1 ips of hankrupt
Including the Hooper Dairy Farm partnership. Touche *en retained

ks ng his personal acconntantz for severnl years prior to his bankruptey. The

v discontinued sending Touche, Roxs & Company financial Information regarding

tnership operntion In August of 1949 and did not retaln the accountants In the
ratlon of their 1969 partnership tax return

The partnership bank account with the First Columbus Natlonal Bank of Columbus
Mississippi bore the deslgnation “James F Farm Account.” The account had
been set up some time earller In conneetion w Mr. Hooper's Individual o on of
the farm. Alth h Mr. Hooper malnt . P’ te personal cheeking aecev the
farm acconnt was used for some person: nrm business transactions both hefore
during. and after the partnership’s existence. This necessitated n careful review by
Touche. Rosz & (Co. of transactions affecting that account in the preparation of partner
ship tax returns




foregoing memorandum and in his deposition in the bankruptey
case.” The difference in these interpretations is significant and an
analysis of the partnership transactions is included in Appendix T to
this report to assist in understanding the disparities.

The partnership tax work was supervised at Touche, Ross & Com-
pany by Mr, Don Stark, now a partner in the firm: Mr. Stark met with
Mr. Brooks and Mr, Hooper on May 2. 1967, to discuss the preparation
of the partnership tax return for 1966. Since this was the first return
of the partnership, the general partnership arrangement was discussed
at some length, Mr. Stark’s impression of that discussion was reduced
to an interoffice communication to file and is as follows:

For over 18 years, Mr. Hooper had operated a Holstein dairy farm near Colum-
bus, Mississippl. As of October 15, 1965, Mr. Brooks beenme an equal partner with
Mr. Hooper in the operation of the farm. Actual operations did not begin until
January 1, 1966, The basis of their partnership arrangement was that Mr. Brooks
was to contribute £150,000 in cash, while Mr, Hooper was to contribute some 1500
acres of land, 45 lots, equipment, equity in the venture was agreed to be £300,000.
See balance sheet of October 18, 1965, in the workingpapers.

Mr. Brooks . . . personally paid in cash to the partnership and . guaran-
teed loans at National Bank of Commerce to provide immediate working capital
for the venture, Total cash deposits by E. H. Brooks totaled $£240,000 of which
£90,000 was then repaid to the NBC bank loan, Mr, Hooper is to be charged for
the 3676.67 interest on the repayment of this loan, Thus, the total eash contribu-
tion of E. H. Brooks is $150,000, in addition he has advanced another $27,000.
Based on the £300.000 determined equity, it wonld appear that the $£150,000 should
have gone to Mr. Hooper personally. Actnally the money went to the joint account
and Mr. Hooper has withdrawn only $35.000 of the funds

Mr. Hooper indicated that he has substantial eapital and net operating loss
earry forwards available to him. Accordingly. the venture should be set up in
such a way as to give the greatest tax advantage to Mr, Brooks, Mr. Hooper has
also ineluded a copy of his prior year's tax return which should provide informa-
tion for depreciation purposes,

Mr. Hooper emphasized th we should not rely upon his summary sheets
entirely because they may be inaccurate, He has furnished us with bank state-
ments and cancelled checks. Worksheet number 5 shows estimated operations for
the first three months of 1967. Based on expectations, the venture could earn
S100.000 in 19T before deprecintion, [91.]

During the Brooks bankruptey proceedings the Trustee sought to
ascertain the nature and value of the interest of Mr, Brooks in the
farm partnership to determine if it might be of any benefit to the cred-
itors of Mr. Brooks. The Court appointed Mr. John Paul Jones of
Memphis, Tennessee, attorney for the Trustee to gather information
regarding the Hooper Dairy Farm partnership and the other business
interests of Mr. Brooks in which Mr. Hooper was involved. [24.]

On February 18, 1971, Mr. Jones took the discovery deposition of
Mr. Hooper in connection with these affairs. In the course of that dep-
osition Mr. Hooper testified at length regarding the partnership oper-
ation. His testimony furnishes an insight into his understanding of the
partnership dealings:

Q. [by Myr. Jones.] In other words, Mr. Brooks became the record title holder
of that land?

A. [by Mr. Hooper.] Undivided halfl interest

Q. All right, Became the record title holder of an undivided half interest in
this land on February 13, 1966,

A. Correct,

T See pages 5 through P
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Q. At that time did he owe any money on it?

A. Yes, sir. This was subject—the sale was subjeet to Prudential mortgage of
$140,000.

Q. Yes, sir. But did he owe the former owners any money ?

A. Owed me, yes,

Q. All right. What did he owe yon?

A. Well, the total package was 100,000 for this, 175,000 for land and machinery

Q. All right. But then on February 15, 1966, you eaused to be conveyed to him
this land?

. Yes, sir.

. On which he owed you £100,000, right?

. Yes, sir.

. Did you take a second mortgage back?

. Not to my knowledge, no, sir.

But he still owed you the $100,000?

. Total of two seventy-five, yes,

. All right. But it wonld be £100,000 for this particular land that was trans-
ferred plus £175,000 for cattle, machinery and equipment?

A. Correct.

Q. All right, Now, was Mr. Brooks to pay this $100,000 for the land personally,
or was the partnership to pay it?

A. I can't honestly distinguish in my mind between the two. I believe my best
memory is that the land wag to be purchased by Brooks, and that the partner-
ghip would pay me for the other part, Now, that's the best of my memory,

Q. All right. Then, as a matter of fact, in February of 1966 you caused this land
to be transferred to Mr. Brooks subject to the first mortgage of Prudential?

A. Yes,

Q. And he owed vou £100,000 for the sale price, bmt you didn't secure that
$£100,000 by second mortgage recorded at the court house, is that correct?

A. That's correct, beenuse it was all part of a complete package, the hundred
plus the hundred and seventy-five,

I would not have sold either one without the other at that time, Let's put it
that way.

Q. All right. Now, when and under what cireumstances did Mr, Brooks agree
to transfer this land back to yon?

A. In 1968 We went over the history of flow of funds, and as yon ean see in
Exhibit 3. it was obvions that T had not been pald any suhstantial snm of money.
And it was agreed at that time that he wonld transfer it back to me, and fhat
we would go forward on just the equipment and machinery partnership.

Q. What month in 1988 was this?

A. Oh, October. [1, pp. 52-55.]

. . . . . . .

Q. So, when you got this land back, Mr. Brooks had a net investment in the
partnership of $220,000, right?

A, Yes, sir.

Q. On the same date, that is the date you received the land back, vour with-
drawal from the partnership account exceeded your investment by 288,000, did
it not? And I am looking at the figure at the hottom of page two in the fourth
column.*

A. At the hottom of page two in the fourth colnmn, The $88,000 is the net income
T had withdrawn.

Q. But your withdrawals exceeded your investments by that amount, did it
not?

A. Well, T didn't have any investment, These sums, as yon see, are from de-
pogits, or some of it is money that T pnt back in there from having withdrawn
it first. T don’t know what the correct—T guess you would call it Investment, My
investment was the original 175.000 of machinery and eattle. That is my hasie
investment. 8o, at this point von wonld have to add the 175 to the 37 if yon want
to take that route, [1, pp. 59-60.]

. - . . . . .

Q. What was your agreement f\'ilh Mr. Brooks concerning abont who would
furnish the cash to operate this partnership?

A. Tt was my nnderstanding Mr, Brooks,

Q. And in turn he was going to be given what ?

EMr. Tones Is reading feom Mr. Hooner's “Totitlon and Accounting” fled Janoary 19,
1971. [30.]

6




A. Half interest,

Q. And what contribution did you make?

A. Management, use of a golng concern, moving into a going concern.

Q. Did this partnership ever make a profit?

A. No, sir. [1, pp. 62-63.]

L] L L] . - - -

Q. Now, when and under what circumstances did you and Mr. Brooks reach
this agreement you would be paid a salary as a herdsman?

A. To the best of my knowledge that would be in the perlod of 1968 when we
looked the record over and realized that I was completely, physically involved in
the thing, and it had not flowed to pay me my money, which could be off to one
side. In other words, I was just simply in the position of a herd manager, and
it was agreeable that it should have been done that way from the very beginning.
The initial concept was that in a matter of, oh, less than six months that the
funds would have been paid to me completely free of the partnership situation,
and we would go forward on some Kind of mutual agreement. When this didn't
materialize, why, we had to redo it. [1, p. 64.]

. o 0 . . . "

Q. Now, during the last two months of 1965, twelve months of 1966, and
twelve months of 1967, this partnership operated, did it not, had a bank account
@it The First Columbus National Bank?

A, Yes, sir.

Q. And during that time not one check was paid to you out of that account as
salary, is that right?

A. 1 made periodic withdrawals as needed with the understanding that we
would adjust it whenever we settled down,

Q. Now, are these withdrawals listed on page two?

A, Yes, sir,

Q. Now, on that basis you withdrew $25,000 before it had been in opera-
tion a month, didn’t you?

A. Yes, sir, and returned 7,500 within a few days.

Q. Then, you had 17,500 that you withdrew in the first two or three months,
is that right?

A. Yes, sir.

Q. What did you do with that $17,5007

A. Lived on it.

Q. Then, six months later you withdrew $£22,000 didn't you? No. I beg your
pardon. I beg your pardon. That's your total for 1966 there, isn't it?

A. Yes, sir.

Q. Well, is that in addition to the 257

A, Yes, sir, each year.

Q. I see.

A. Coming down.

Q. So, then 18 months later you withdrew £34,000, didn’t you?

A, No, sir. They are each summary of each year.

Q. Each year, all right. How did youn draw that $22,000 in 1966, as you needed
it for living expense ?

A. 1,000, 2,000, ves, sir.

Q. What was your agreement with Mr. Brooks concerning that?

A. Going into the partnership, the assumption was that I would be pald
the hundred plus the hundred and seventy-five within a six month period as a
lump sum or, certainly, within that period during which where I could invest
it and have an income on which to live,

I wounld say since we were never able or in that position from funds furnished,
could not be withdrawn to pay me, then I just withdrew it on hand-to-mouth
basis. And after reviewing and realizing that that's what was happening,
actually, then we agreed I should be entitled to a salary, that 1 was actually
furnishing a salary becanse 1 had no other income.

In other words, I had turned over the business to a partnership and hadn't
been paid for it, so, obviously, I would have to be pald a salary, too, during
that period.

Q. Well, this money you drew out, was it ever credited—was Mr. Brooks
ever given a credit of it towards the £100,000 for the land $175 thousand for
the cattle and the machinery ?

A. Well, other than the way we have got it listed here, in which it does
give it eredit back and forth, It shows the withdrawals and deposits by each
of the two partners,
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Q. Now, Mr. Brooks, so you testified, agreed to pay you £100,000 for the
land and $175,000 for the cattle and machinery

A. Right,

Q. And he never did that, did he?

A. No, sir,

Q. Well, now let's break that down. The $100,000 was supposed to come per-
sonally from Mr. Brooks, right?

A. Yes, sir.

Q. And the $175,000 was supposed to come from the partnership, right?

A. Yes, sir,

Q. So, Mr. Brooks would be only liable for $57,500 of that, wouldn’t he?
Wouldn't you be liable for the other eighty-seven five?

A. Frankly, it just leaves me blank when you start as to dividing this back
and forth. If you take It that route, then you are saying that I still owned—
I shouldn't have put in but half of my equipment and stuff. T mean it frankly
Just confuses me on an accounting basis. As far as he and I understood it, I
was to withdraw a total from the partnership of $175,000 and the $100,000 for
the land.

And as a matter of fact, what happened is dribbles were put into the part-
nership, required by the partnership, and therefore left me in a position of
obviously dribbles coming out of it.

9(?5.,“’“5 there an appraisal made of your cattle and machinery in October
1 ?

A. October of 1965, as between us, yes. We agreed on the value,

Q. Well, did you have any head count of the cattle?

A. Yes, sir,

Q. How many cattle were there?

A. I don’t remember,

Q. Is there any record of that anywhere?

A. (No response.)

Q. What about a deseription of the machinery ?

A, Yes sir, there was a description of the machinery listing, and I'm sure
the number of cattle, because there was some correspondence between Touche-
Ross and my accountant as to my tax impaet.

Q. Did the cattle and machinery have n market value of $175,0007

A. Yes, sir.

Q. Who placed it on there?

A. Hope and I plus common knowledge.

Q. As a matter of fact, what happened during the first two and a half years
was Mr. Brooks put money in and you drew it out and lived on it, and Mr,
Brooks didn't receive any ecapital return on his Investment at all, isn't that
correct?

A. Mr. Brooks put in sums of money periodically ag per agreed. but not in
sufficient quantity nor at the conditions under which we had both of us antici-
pated would be available. And this forced it to where it was a situation in
which he was putting a little bit in at a time, therefore the thing was never
able to pay me.

Q. But that wasn't what I asked you, sir.

A. T know it's not.

Q. What T asked you was we had a situation where Mr. Brooks was putting
money in and getting no return on it, but you were getting vour living exXpenses,

A. That's correct,

Q. You didn't get any return on your cattle and machinery, did you, other than
your living expenses?

A. Other than these sums I have withdrawn here.

Q. All right. Well, looking at this accounting, through 19€8 it's apparent that
Mr. Brooks put in there somewhere in the neighborhood of a hundred and fifty to
two-hundred odd-thousand dollars, and he didn’t get any return, at all, on that
money, did he?

A. Right.

Q. Yen put in your cattle and machinery, but you did get a return of about
$80.000 through 1968—well. make.that $100,000, 1sn’t that correct, if my arithmetic
is right? The first four figures under withdrawals, 1 am saying are $100,000,
approximately in the fourth colnmn,

A. Well, if you subtract from that the salary, then the difference is what I
was being paid for my machinery and eattle,

Q. Rut Mr. Prooks didn't get nny salary, did he?

A. No sir, he didn’t operate it.




259

. The partnership didn't pay him any interest on his money, did it?
A. No, sir.

. All right. Did you operate this business full time?

., Yes sir, at that time. [1, pp. 65-71.]

THE PROFITABILITY OF THE FARM OPERATION

In hisdeposition in the bankruptey case Mr. Hooper affirmed that the
sartnership did not show a profit at any time during its existence.
1, p. 63.] The tax returns for the partnership and Mr. Hooper’s per-

sonal tax returns indicate the following income and losses for the
farm operation for the last 10 years [20, 21.]:

Farm income
—_— Miscellaneous
After farm related
Cash basis depreciation income”® o

(321, 536) (337, 923)
1,691 )

(28, 066)
(34,772)
(32, 163)

( ?tnaimn loss.
* Indicates partnership operation,
* * Includes income from sale of lots, oil leases, gravel sales, and pasture rentals.
A clearer ]Ilirlm'v of the income and loss for the partnership farm
operation is shown in the following table:

HOOPER DAIRY FARM, FARM INCOME AND EXPENSES FROM U.S. PARTNERSHIP RETURN OF INCOME

1966 1968 1969

315

Dairy products. .. ... RS omee s 137,916
Grain. .. . Bdoani L ; . - ol
Rebates......... o ds n - -

Total. ..... - e s 137,931

158, 816 215,131
Expenses:

Labor hired. . .. e

Repairs and maintenance. . ...

Interest. .....

Feed purchased. . ..........

Seed plants purchased. .. ..

Machine hire. ................ 2

Supplies porchagmil .. . ..o cis Sy s e

BIOUing L e 50— e sl g

YolReinary, BBOICIRN. ... . . . cuonsissnvsnsnbi beesniniyssses

Gasoline, fuel, oil.....

TIRRLE . soweswns s

Insurance.

Sooget
thQm

58,38
CVODRODDWOWU

-

Ay

Faba=)
b1

o8
K

Freight, trucking. ......
Conservation expenses
Commissions........... -
Travel....
Accounting.

Rent cattle.

Telephone. ... ..
Entertainment. .
Miscellaneous

il : Gt 265,211
Deprecistion..., . . : i R 29 ’ 45,524

Total deductions 58, 3l0.‘.'35‘ 4
5 (35,604) (100, 518)
35, 960

(95,604)  (64,558)
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The memorandum set forth at pages 3 and 4 indicates that the

artners were never able to obtain suflicient financing to “develop a
Ilrgv-smln. factory-type dairy operation.” The foregoing income and
expense statement, however, indicates that during the period of the
partnership the depreciable property of the farm operation increased
substantially. The depreciation schedule derived from the tax records
of the partnership specifically shows that the cattle, equipment, and
machinery were acquired from Mr. Hooper at a price of $175,000 in
1966. At the end of 1967 additions to these assets had increased their
value to $305,368.00—an increase of 74 percent.

When interviewed in 1975, Mr. Brooks attrrbuted the financial diffi-
culties of the partnership, not to a lack of investment capital, but to
an inability to market increased production :

. our production of Hooper Dairy Farm was beginning to look bright. Our
work and all had paid off, upgrading of the ecattle, as I hard mentioned, better
grade of cattle from the north and continuing eulling which was brought out in
the Murdock loan installment purchase of cattle. We were producing a trailer
truck, tank truck load of milk per every other day as surplus milk which could
only be sold at below our cost of production in that it had to be utilized for
powdered milk even though It was grade A prime quality milk. [12, p. 39.]

In 1969 and in the years following Mr, Brooks’ bankruptey the farm
operation declined considerably. The value of farm assets fell back to
a level commensurate with pre-partnership operations. Mr. Hooper
asserted on numerous oceasions n the bankruptey case and in other
legal actions that he was prevented from continuing the operation on
a sound basis by the uncertainties posed by the bankruptey litigation.

The Hooper Dairy Farm was appraised at the request of the trustee
in the Brooks Bankruptey in September, 1971 by Mr. W. C. Wilkin-
son who had been appointed appraiser in the bankruptey action for
other properties of Mr. Brooks in the State of Mississippi. His report
of September 16, 1971, states that the total value of the dairy real
property was $300,000 of which the land value was $258,225. That re-

ort estimates the income potential of the farm in its condition as of
September, 1971, to be $10,122 per year. [174.]

n explanation of his conclusions Mr. Wilkinson includes the follow-
ing two statements in the appraisal ;

Economic appraisal is based on potential possibilities not on actual operation.
Farm is badly neglected and rundown.

- - - - . L] b

Land, buildings and fences show gross neglect. Saw only about 10 acres of milo
growing. Saw about 100 head of cattle and calves,

I)ISHOLI'THIN OF THE PARTNERSHIP

REAL ASSETS

While it was originally proposed that the farm real estate be in-
cluded in the partnership, Mississippi law precludes the ownership of
real estate by a partnership. Therefore, the transfer of a one half in-
terest in the real property was made to Mr. Brooks. The half interest
was first conveyed to E. M. Radcliffe Investment Company and then
to Mr. Brooks.” Radeliffe Investnient paid Mr. Hooper the agreed con-

* The transaction was handled In the manner developed by Messrs. Brooks and Gordon
Brent. For more detalled analysis of the Brooks-Brent relationship see Appendix 1
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sideration by a check dated June 14, 1966, in the amount of $100,000.00
and canceled a credit due Mr. Brooks on other property. [57; 58; 59;
62; 177; 12, pp. 1-6.] The $100.,000 check was deposited in the J. F.
Hooper-Farm Account, which was used throughout the partnership
for both partnership business and Mr. Hooper’s personal transactions.
Touche Ross & Company showed the amount as a eredit on the partner-
ship ledgers to Mr. Hooper's personal account because Mr. Hooper
did not immediately draw out the funds.

In addition to the $100,000 payment, Mr. Brooks assumed half of
the $150,000 mortgage on the farm property held by Prudential In-
surance Company.' The total consideration for the transfer is shown
on Mr. Hooper's personal 1966 Federal Income Tax Return, in the
amount of $175,000 on which a gain of $144,089 was reported.

Mr. Hooper, however, stated that he did not receive the considera-
tion for the sale of the one half interest, because he returned the bulk
of the money to Mr. Brooks immediately in the form of a check for
either $90,676.67 (according to his Petition and Accounting) [30.]
or in the amount of $98,000 (aceording to his testimony in the case of
Standard Union Life Insurance Company v. James F. Hooper). [8, p.
7.] The discrepancy, apparently an error of memory, is cleared up by a
letter from Mr. Hooper’s attorney, Mr. Hunter (Gholson, to Mr. Brooks
dated June 16, 1966 explaining that a disbursement of $90,676.67 was
to be made against the $100,000 received from Radeliffe Investment
to the National Bank of Commerce in Memphis, Tennessee. [89.]

This $90,000 disbursement to the National Bank of Commerce,
claimed by Mr. Hooper to represent a return of the proceeds of the
check from Radeliffe Investment Company to Mr. Brooks, actually
was a repayment of three loans obtained from that bank for the farm
operation. The bank’s records indicate that these loans were made as
fl]””“'.‘: .

Date Amount Obligor
Nov. 5, 1965... ieaiiiiseeo. $50,000.00 Mr. and Mys. James F. Hooper.!

Jan. 13, 1966 . 15,000.00 James F. Hooper and Everett H. Brooks.
Jan 25, 1966, . ... oL ; -.  25,000.00 Do.

I Mr. Brooks endorsed this note

The foregoing analysis is pertinent for on August 20, 1969, Mr.
Hooper negotiated the reconveyance to himself of Mr. Brooks’ one half
interest in the farm real property on the premise that Brooks had never
»aid him for it. [165.] ** Ten days before the reconveyance, Mr. Brooks
‘mn.i retained an attorney, Mr, James S. Gilliland, to represent him in
connection with his bankruptey. Six days before the transaction, on
August 14, 1969, Touche, Ross & Company filed an application with
the Internal Revenue Service for an extension of time to file the
Hooper Dairy Farm partnership tax return due to Mr. Brooks’ illness.
The specific statement in the extension request is as follows:

The principal partner, E. H. Brooks, is seriously i1l and hospitalized. His phy-
sician advises that his mental and physical conditions are such that he is unable

¥ The partnership made the annual payments on this debt as rent payments in 1986
and 1967, In 1968, Mr. Brooks personally paid the entire installment due.

1 See pages 23 through 27 for further detalls regarding the reconveyance of the farm
property. The minutes of Standard Unlon reflect that Mrs. Betty Brooks participated
in the reconveyance.

11
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to work with accountants with respect to completion of the return by the pre-
viously extended due date. [180.]

During the bankruptey proceedings Mr. Brooks testified in l'l‘-'llmnﬁe
to an examination by his attorney, Mr. James S. Gilliland, as follows:

Q. [by Mr. Gilliland]. Mr. Brooks, between you and I, let's turn back the ealen-
dar a few days to those unpleasant days in Augnst when I first came in the pie-
ture. You recall it was about the second week in August, August 8th or 10th, when
I came into the picture, originally your wife had spoken at length to me, and T
met with you, and, frankly, you were physically and emotionally dreadfully up-
set, were you not?

A. [by Brooks]. Yes, Sir.

Q. And frankly, at that time you were operating under strict doctor's orders,
were you not?

A. Yes, Sir.

Q. And your doctor's orders were that in view of the dreadful stress and prob-
lems that you had, you were not to conduct any business until sometime the
following—sometime in 19707

A. Until quite some time in the future that he would determine,

Q. And it was certainly clear both to you and to your wife and to me, that you
were then suffering under a great deal of agony from your problems and that I
guess you had pretty good reason at that point?

A. And more afterwards. [9, pp. 1161-1162.]

Mr. Hooper states that at the time of the reconveyance he was
unaware that Mr. Brooks had hired a lawyer or that he was physically
and emotionally upset,

On September 23, 1975, Mr. Brooks stated he could not recall the
details of the reconveyance of his half interest in the farm property.
He confirmed that the transaction took place at a time when he had
been under mental stress due to his financial problems. [12, p. 76.] **

GENERAL ASSETS AND CAPITAL ACCOUNTS

On July 28, 1970, Mr. Hooper filed under oath his Petition to Au-
thorize Trustee To Abandon a Burdensome Partnership Interest of
the Bankrupt. [26.] That petition asserted :

L

All of the assets of Hooper Dairy Farm are encumbered by security agreement
and financing statement with the First Columbus National Bank of Columbus,
Mississippi, as the lienholder. The amount of the indebtedness secured by said
lien materially exceeds the value of the encumbered property.’” There are no
assets of Hooper Dairy Farm which are unencumbered.

12 According to Mr. Hooper's Petitlon and Accounting, Standard Unlon Life transferred
£100.000 to the Hooper Dalry Farm shortly before the reconveyance of the farm property.
Mr. Brooks was questioned regarding this transaction and responded as follows :

Q. In July of '69. one month prior to the reconveyance of the farm property to Mr.
Hooper which was in August of ‘69, Standard Unlon Life. which you owned wholly, pald
to the MHooper Dalry Farm the $100.000 which we talked about earlier. * * * Why did
you do It ?

"A. [By Mr. Brooks.] Well, now that I'm golng to have to check Into the elrenmstances
and find out because, now frankly, and ax I say. this is not rehenarsed, I hadn't seen the
records and I'm having to reconstruet things that took place between the loss of my best
friend, one that 1 was willing to give money to when I wouldn't glve it to my children and
things of that sort. But 1 wasn't that frustrated. 1 can see why maybe T wonld have asked
him to glve me the £100,000 back and we'd call it off

“Q, Well, the £100.000 went from Standard Unlon y

“A. I know, I say I ean understand the other way, but now this sou got me, but I can
gunrantee you I might have gotten pretty crazy but I didn't get that crazy. There is a
reason but T don't know If 1¢ had been rightly or wrongly, if it had, 1 wonld have gone on
and accepted that It was to call the deal off if he had pald me the £100.000. Sines jt
worked the other way, I'd have to check and see what the reason wae" [12, pp. 75-76.]

Mr. Hooper accounts for the £100,000 deposit from Standard Unlon to the Hooper
Dairy Farm as an offset to a withdrawal of £02126 from the Farm Account by Mr
Brooks in payment of a personal debt to the Bank of Yazoo Clty owed by Mr. Brooks.

1 The amount of the Indebtedness to the First Columbus Natlonal Bank on December 31,
1969, was $140,000. Interest was due on the loan on that date in the amount of $3.900.44

12




. . . Petitioner afirmatively charges that if the indebtedness is allowed to re-
main unpaid and foreclosure results, a large deficiency is likely to be incurred.
Petitioner would show that on the other hand, he is willing to assume all of
the indebtedness owed on said assets and indemuify the bankrupt estate from any
claim made by the First Columbus National Bank in connection with said in-
debtedness. . . .

On the basis of the foregoing allegations Mr. Hooper and his attor-
neys requested the Trustee in the bankruptey case “to abandon any
claim or interest on behalf of the bankruptey estate in and to the assets
of the dairy bnsiness.”

In support of Mr. Hooper’s assertion that the assets of the partner-
ship were overburdened his attorney, Mr. Hunter Gholson, forwarded
to the Trustee two copies of a December 23, 1969, “Statement of Assets
and Liabilities” prepared by T. E. Lott & Company of Columbus,
Mississippi. [122: 85.] * Although documentation does not indicate
whether Mr, Gholson enclosed the accountant’s explanatory materials
in his submission to the Trustee, that Statement was submitted to Mr.
Gholson with a cover letter from the acconntants which stated:

We made no independent confirmations or detailed andit of the records of the
Hooper Dairy Farm other than verifieation of the bank loan and acerned interest,

Due to the absence of usually aceepted auditing procedures on the part of this
office, we cannot express an opinion regarding the correctness of the attached
statements. [121.]

The Statement shows the partnership liabilities as follows:

Acconnts payable (schedule)_._. . = $31,4563. 73
Notes payable—First Columbus National Bank___. 2 e 140, 000. D0
Acerued interest on bank notes___________ e e = 3, 000, 44
Acconnt due J. F, Hooper_ __ L o - e 133, 862.22

Subtotal __________ - R ® Ty P el iwe—u- 30D, 225.39
Capital defieit____ — = i E_amr e came=-= (170, 878. 1T)

Total liabilities_____ - TS TR R e 138, 347. 22

Mr. Hooper undertook to show not only that the assets of the farm
were overburdened but that he had not been paid for the farm assets
he had placed in the partnership. On March 25, 1970, Mr. Hooper
filed a “Proof of Claim” in the bankruptcy case asserting that Mr.
Brooks owed him $66.931.11 as the “unpaid purchase price of assets
transferred to the partnership.” [25.] The amount of the claim equals
precisely half of the amount shown on the December 23, 1969, State-
ment prepared by T. E. Lott as “Account due .J, F. Hooper.”

The claim was originally filed in the full amount. $133.862, and later
lined through and reduced to $66.931.11. Apparently the modification
of this claim represented a correction reflecting the fact that the part-
nership and not Mr. Brooks personally owed Mr. Hooper for the farm
machinery and cattle. Mr. Hooper’s Petition for Abandonment filed in
July, 1970, indieates that he was at that time still pressing his claim
for the full amount shown on the December 23. 1969, Statement. [26.]
This would further confirm the confusion evidenced in Mr. Hooper’s
testimony regarding the transfer of personalty to the partnership:

; (;P- [by Mr. Jones.] ... The §175,000 was supposed to come from the partnership,
right ?

A. [by Mr. Hooper.] Yes, =ir.

% An Interview with Eugene Beard the senlor accountant for T. E, Lott & Company in-

dicated that he had not been advised by Mr. Hooper of several substantial transactions
which would substantially affect the balances shown on this Statement.

13
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Q. So, Mr. Brooks would only be liable for $87,500 of that, wouldn't he?
Wouldn't you be liable for the other eighty-seven five?

A. Frankly, it just leaves me blank when you start as to dividing this back and
forth. If you take that route, then you are saying that T still owned—I shouldn’t
have put in but half of my equipment and stuff. T mean it frankly just confuses
me on an accounting basis. As far as he and I understood it, T was to withdraw
a total from the partnership of £175,000, ... [1, pp. 67-68.]

Additionally Mr. Hooper's Petition For Abandonment failed to
show that the assets were conveyed to the partnership subject to an
encumbrance to UM. & M. Credit Company in the amount of
$52,860.'° The Petition further failed to account for the transfer to
the partnership of additional personal debts derived from the pre-
partnership dairy operation amounting to more than $100.000.' The
partnership assumed and paid this entire indebtedness of $152.860.00,
Thus, Mr. Hooper’s equity in the assets transferred to the partnership
amounted not to $175,000 as shown in the Petition for Abandonment,
but to approximately $19.,000.

THE COURT'S DISPOSITION OF THE PARTNERSHIP

On December 16, 1970, Mr. Hooper’s attorney requested that the
Trustee hold an informal proceeding so that information in support
of the Petition for Abandonment could be presented. [128.1 This re-
quest was denied because of the complexity of the financial transac-
tions involved. In January of 1971, a sworn Petition and Accounting
« -« For Partnership Operation of Hooper Dairy Farm was executed
at the request of the Trustee’s attorney. [ 129, 30.] This accounting pur-
ported to show “all payments to and withdrawals from the Hooper

Farm Account by both James F. Hooper and Everett Hope Brooks,
according to Mr. Hooper's bank records.” 17

The Petition and Accounting indicates that the partnership had a
net deficit of assets of $536.144.34 including partner’s eapital and loan
accounts and an asset deficit of $71,227.93 excluding contributions and
loans from partners. After setting forth the basis for the analvsis of
the partnership accounts, the Petition and Account ing goes on :

. . your petitioner will have to assume and pay these debts in order to protect
himself from personal bankrupter because of his personal liability . . . your pe-
titioner would show that there is no equity for the ereditors of Everett Hope
Brooks, . . . and that in equity and justice to your petitioner, as well as to ex-
pedite the business of the handling of the hankrupt's estate, the Court should
order the Trustee in Bankruptey to abandon any claim upon the assets of this
partnership as being of no net equitable value. [80.]

On July 23, 1971, the Trustee filed an Objection to the claim of Mr.
Hooper against the Brooks estate. [33.] The Objection alleged that
the conveyance of Mr. Brooks’ interest in the farm property was “a
preference void under Section 60 of the Acts of Congress relating to

Bankruptey” and was “fraudulent under the terms of Section 67 of

¥ There was some dispute as to the applicabllity of the U.M. & M. encumbrance to the
partnershlp assets. Correspondence between T. F. Lott and Company and Touche, Ross
and Company carefully discuss the matter. There nrpnrr—m!y Is no dispute that the part-
nership pald this debt, however, See page 43, Appendix 1

1 See page 44. Appendix 1

¥ Although this accounting was apparently prepared with the asslstance of Mr. Eugene
Beard, CPA. T. E. Lott & Company, it includes entries related to several transactions of
which Mr. Beard stated In an interview he had no knowledge, There nre substantial ques-

tions raised regarding the accuracy of the accounting which are discussed In Appendix 1
at page 43. [130, l-l,[‘
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the Bankruptey Aet.” On August 20, 1971, Mr. Hooper's attorney was
notified that “the Trustee makes demand upon James F. Hooper and
Mrs. Virginia Fite Hooper™ for the reconvevance of the one-half in-
terest of Mr. Brooks in the farm property for the same reasons set
forth in his Objection.

In October of 1971, the Trustee filed an Amended Objection to Mr.
Hooper's claim against the bankrupt estate for the partnership debt
asserting that the $£12.000 annual salary Mr. Hooper claimed did not
show on the partnership tax returns and was never credited to him
on the books of the partnership, that several of the items credited
by Mr, Hooper in his accounting as his capital contribution had been
reported on the partnership tax returns as ordinary income, and that
Mr. Hooper's accounting on its face showed a capital balance due Mr.
Brooks of $80,000, [35.]

The matter was heard before the Honorable Clive Bare, referee, in
Memphis on October 15, 1971. On November 5, 1971, an order was
entered disposing of the claims of Mr. Hooper and settling the rights
of the Trustee in the personal property of the partnership by dismiss-
ing Mr. Hooper’s claim ** and II:_\' ordering the Trustee to abandon the
partnership personal property. [37.] In support of abandonment of
these assets the Court found :

. that such property so far as the bankrupt estate is concerned is worthless,
overburdened, certain not to yield any benefit to the general estate, and is
burdensome property within the meaning of the bankrupt act as interpreted by
the Courts.

Although the order did not end the controversy over the “preferen-
tial” conveyance of the farm real estate, it did declare “the partnership
heretofore existing between Hooper and Brooks . . . liquidated,
wound up and coneluded.”

While the Trustee’s claim for $80,000 due Mr. Brooks for contribu-
tions to the partnership apparently was abandoned. it was not specif-
ically mentioned in the decree. It is clear that Mr. Hooper would have
been unable to pay any significant portion of a claim fln:' Mr. Brooks'
contribution at that time, [126; 135.]

Regarding the transfer of Brooks’ half interest in the farm real
estate to Mr, Hooper, the Order states:

This order is entered without prejudice to the right of the Trustee to petition
this Court for authority to enter a plenary suit in a proper Court joining all
proper and necessary parties to adjudicate the claim of the Trustee to an interest
in said real estate; provided that any such petition must be accompanied with
satisfactory proof of the probable success of such a suit and evidence that the
same would be economically practical for the benefit of the creditors of this
estate.

In accordance with the Referee’s instructions the Trustee’s attorney,
John Paul Jones conducted an investigation of the economic and legal
prospects of an action to recover the real estate. His recommendation
was forwarded to the Trustee in a letter dated March 24, 1972, which
states:

In summary, the proof in this case relative to these sharp issues of disputed
fact would necessarily be the testimony of Messrs. Brooks and Hooper. The forum
would probably be the Northern District of Mississippl before a jury of Mr. and
Mrs. Hooper's peers. With a foreign bankrupt as a weak witness and that Jury.

1 The claim for the partnership debt roluntaril b;
of the settlement of all claims. o e T o
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I can not conscientiously advise a reasonable chance of suceess for vou in this
suit, the enforcement of a Federal statute,
L] L] - L L] - .

The economic practicality of such a suit is less encouraging. There is no oppor-
tunity to settle this suit, Mr. Hooper, since the inception of these proceedings,
has stated that he has no cash. [135.]

The Trustee on March 31, 1972, responded to the foregoing stating:

I am completely satisfied that I cannot, as Trustee in Bankruptey, pursue
the proposed suit on any basis which would be economically feasible to the bank-
rupt estate. Accordingly, I authorize you to advize the Court and the Hoopers
through their counsel that I am abandoning such proposed suit, [136.]

This decision terminated and dissolved any remaining vestige of
the Hooper Dairy Farm partnership.

A detailed accounting of the capital accounts of the partners is found
in Appendix I. The total equity of Mr. Brooks in the farm operation,
both direct and as a result of the reconveyance, amounted to more than
$215,258, and is set forth as follows:

Closing capital balance® ___________ TRl o £05, 758
Columbus Canning property conveyed to Mr. Hooper without considera-

O e e S g 13, 000
Mr. Brooks' apparent equity in one-half interest in farm property recon-

e e e Y = 106, 500

1) ] Oy 2 S e~ e Sl L meee 215, 258

! The partnership experienced operating losses in the total amount of $202,700 during its
existence. These losses were shared by the partners and are accounted for as m reduction
In the capital accounts of the partners. Mr. Brooks' share of the operating losses of the
farm is $170,350.

*This figure Is Mr. Brooks' 1966 cost for this real asset. The market value In 1969 is
unknown.

ParTNERSHIP ACCOUNTING *?

The Hooper Dairy Farm partnership accounting was done from
1967 through August of 1969 by Touche, Ross & Company, Memphis,
Tennessee.?® This firm prepared the tax returns for the partnership
for 1966, 1967, and 1968, and kept double-entry records of the partner-
ship accounts reflecting transactions from the beginning of the partner-
ship through Augnst of 1969,

In August of 1969, at abont the time Mr. Brooks began preparations
for his bankruptey, Touche, Ross & Company ceased receiving finan-
cial information from Mr. Hooper regarding the partnership.

Shortly thereafter Mr. Hooper transferrved the partnership account-
ing to T. E. Lott & Company. Columbus, Mississippi. This firm had
handled Mr. Hooper’s personal accounting for some time. The partner-
ship tax return for 1969 was prepared by T. E. Lott & Company under
the supervision of Mr. Eugene T. Beard. Jr.. senior partner of the
firm. The firm also prepared a December 23, 1969, Statement of Assets
and Liabilities for the partnership, [85.] and assisted in the prepara-

A detalled annlysls of partnership transactions and accounts s attached to this
report as Appendix T -

* Touche. Ross & Company s an Internatlonal accounting firm among the four or five
Inrgest worldwide with offices in forty countries and in 75 U.8. cities

5 The double-entry records were posted to a General Ledger as of January 1. 1089

This General Ledger was kept eurrent for transactions recelved by Touche, Rosa & Com-
pany until August 19, 1969. [133.]
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tion of Mr. Hooper’s Petition and Accounting which was filed in the
Brooks Bankruptcy case in support of Mr. Hooper's claim. [30.]

The apparent “complexity” of the partnership accounting, especially
for transactions during 1969, has made the task of analysing the
partnership accounts difficult. In a letter dated August 4, 1970, the
Trustee stated ;

- - . We must get the proper answers because just too much money ran through
this account and there were too many complicated transactions for one to ignore
them. [120.)]

There is nothing inherently complex about the partnership business
mode adopted by the Hooper Dairy Farm. The confusion results more
from the use of the farm account as a conduit during the summer and
fall of 1969 and the failure of T. E. Lott & Company to provide an
accounting disposition for several transactions reflected in the General
Ledger of the partnership maintained by Touche, Ross & Company.

The cash transactions listed in the Petition and Accounting show
that there was a substantial increase in activity involving the partner-
ship checking account at the First Columbus National Bank after
June 20, 1969, and until about two weeks before Mr. Brooks filed his
bankruptey. [30.] Although the transactions are posted by Mr. Hooper
as capital “deposits and withdrawals” by the partners, on examination
by Mr. John Paul Jones, attorney for the Trustee, regarding the
transfer of the proceeds of a loan from the First National Bank of
Marietta. Mr. Hooper explains:

Q. [by Mr. Jones.] Now, did Mr, Brooks with reference to that $635,000, put
into the Hooper Dairy Farm partnership account, £65,000 in eash, which was then
transferred to Little River Farms, is that what youn are telling us?

A. [by Mr. Hooper.] He had an account in Marietta in which he instructed me
to draw the fifteen from that—

Q. I =ee,

A. —to Columbus, and then from Columbus back to Little River Farms, the
same with the fifty.

Q. In other words, that $65,000 never was part of the assets of Hooper Dairy
Farms, or partnership?

A. Boom, boom, in and out.

Q. In other words, the Hooper Dairy Farm's account was only a conduit ?

A. Precisely. [1,p. 24.]

While this explanation may shed some light upon the use of the
partnership checking account, it is inconsistent with Mr. Hooper's
Petition and Accounting which shows no disbursement of the funds
transferred to that account out of the proceeds of the loan from the
First National Bank of Marietta, Georgia,®*

The Marietta loan transaction was posted to the General Ledger of
the partnership by Touche, Ross & Company as a partnership “note
payable.” and $153.500 received from Standard Union Life Insurance
Company in four checks dated April 11, July 2, 17 and 31, 1969, was
posted as a “loan payable” to Standard Union Life Insurance Com-
pany.** The final disposition of these items can not be determined.

= For further details regarding this loan see pages 31 through 33. The Petition and
Accounting indieates that $100,000 was transferred to the farm account out of the

roceeds of the Marletta loan, Apparehtly. however, Mr. Hooper incorrectly attributed a

50,000 payment into the farm.account from Standard Unlon Life Insurance Company
on July 17, 1960, to the Marletta account. There are numerous other inaccuracles in the
Petition and Accounting which are discovered upon nnmrnrhnn of the ledger to the records
kept by Touche, Ross & Company and the partnership bank statements.

B Mr. Don Stark of Touche, Hoss & Company, in a letter dated December 3. 1975, ex-
plalned the use of the terms “accounts recelfable,” “accounts payable,” and “notes pay
able” were our method of segregating these transactions by source and were not meant
to Indicate an acknowledged relationship,
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Mr. Beard stated on September 25, 1975 that T. E. Lott & Company
had moved its offices in November of 1974 and had at that time “de-
stroyed all working papers on individual tax returns that were over
6 yearsold. . . .” The destroyed materials, he stated. included the work
papers on the Hooper Dairy Farm partnership return for 1969. [14,
p- 1.] Since the 1969 Partnership Return of Income contains no part-
nership balance sheet or reconciliation of partners’ capital accounts
and also does not reflect that the cash receipts from Standard Union
or the Marietta Bank were treated as income, there is no documenta-
tion regarding the accounting disposition of these transactions as of
December 31, 1969, which is the cfuto the partnership was effectively
dissolved.

These transactions are reflected on the Petition and Accounting
(with the inaccuracies noted previously). Although correspondence
between Mr. Beard and Touche, Ross & Company indicates he had
access to their accounting materials, Mr, Beard stated that he knew
nothing about “advances made by Standard Union Life” to the
Hooper Dairy Farm, [14, pp. 4-5.] that he knew “nothing about
Little River Farms” or the proceeds of the Marietta loan, [14, pp. 6-7.]
that the “only information that T have was furnished to me by Mr.
Hooper,” [14, p. 7.] and that he “did not receive any records of Touche,
Ross & Company.” [14, p. 5.] **

While Mr, Beard has indicated that he was unfamiliar with the
accounting work of Touche, Ross & Company in connection with the

artnership, Mr. Hunter Gholson, attorney for Mr. Hooper, wrote Mr.
3eard on December 29, 1970

Enclosed please find a copy of a letter T have recelved from Mr. John Paul
Jones relative to a partnership accounting. . . °

I hope that we can prepare a document that will present this matter in the
light most favorable to Jim and which will also be sufficient to withstand
scrutiny and cross-examination based on the obviously differing accounting which
will be presented by Touche, Ross & Company. [130.]

The document which resulted was the Petition and Accounting filed
by Mr. Hooper in the Bankruptey proceedings on January 19, 1971. Tt
appears to have been based upon the December 23, 1969, Statement pre-
pared by T. E. Lott & Company. [85.] **

% These statements are contradieted by numerons items of correspondence obtalned
from the files of Mr. Hooper's attorneys and from the flles of the Federal District Court
In Memphis. Tennessee. Specifieally. a letter from Mr. Gholson to Mr. Beard dated Novem-
ber 26, 1960, [104.] indicates that It was his “understanding” that Mr. Beard would
confer with Touche, Ross & Company regarding the partnership accounts; a letter from
Mr. Beard to Mr. D, F. Stark of Touche. Ross & Company, dated December 18, 1969, [105.)
indicates that Mr. Beard discussed an indebtedness associated with the partnership assets
with Touche. Ross & Company faccountants both by telephone and letter ; Touche, Ross &
Company responded to this letter on January 24, 1970, [107.]. with a detalled explanation
of the treatment of the item. esclosing thelr records of Mr. Brooks' capital account from
January 1. 1964. to December 31, 1068, a llst of 1069 transactions affecting that account,
and a 1067 schedule ghnwlnr Touche, Ross'& Company's treatment of Mr. Hooper's con-
tribution of machinery, equ 1m'm.-m and cattle to the partnership (which was in direct
contradiction of the accounting for this latter transaction on Mr. Hooper's Petition and
Accounting. which apparently Mr. leard helped preparc). [130. |

= See Document No. 1290,

® For discussion of the use of this Statement in the Bankruptey proceedings, see page 13
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The main disparities between the various accountings by Touche,
Ross & Co. and the T. E. Lott & Co, for Hooper Dairy Farm partner-
ship involve the following transactions:

The conveyance to the partnership of certain personal debts of Mr. Hooper
related to the pre-partnership farm operation. These debts reduced Mr, Hooper's
equity in the partnership assets substantially and should have been reported in
connection with his claim against the bankrupt estate for a partnership debt.”

2. Payment for the conveyance to Mr. Brooks of half interest in the farm real
property. Mr. Hooper recelved and deposited £100,000 from Radeliffe Investment
Company, but claims to have returned $90.676.67 to Mr. Brooks, although corre-
spondence and other records indicate the latter payment was made in satisfaction
of certain partnership debts.™

The transfer to the partnership of $50,000 from the proceeds of a loan pro-
cured for the Little River Farms corporation, Though these funds were accounted
for by Touche, Ross & Company as a “loan payable” by the partnership, the debt
was retired through the foreclosure of collateral supplied by third parties under
an arrangement with Mr. Brooks,

4. The transfer of $153,500 from the Standard Union Life Insurance Company
during June and July of 1969,

The final disposition of items numbered 3 and 4 above was never
made by Touche, Ross & Co. or by T. E. Lott and Company who took
over the farm accounting after .\nfrmt 1969. T. E. Lott and Company
disclaimed any knowledge of the items. Mr. Hooper, however, attrib-
utes these transactions to capital contributions by Mr. Brooks even
though the partnership accounts reflect that Mr. Brooks’ capital obli-
gation to the partnership was paid on or before the end of 1967.

Although the disparities regarding 1969 partnership transactions
raise substantial questions with regard to the accuracy of the partner-
ship accounts as reflected in Mr. Hooper's Petition and Ae z-m||1lltlj.'.r

Mr. Hooper’s treatment of items 3 and 4, above was accepted in arriv-
ing at the final partnership accounts shown on page 16 and in Appen-
dix I, because Touche, Ross & Company was unable to confirm their
treatment of these items with the partners.

= See Appendix I, page 3
™ See pages 10 through 12
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STANDARD UNION LIFE INSURANCE CO.
InTrRODUCTION

On October 31, 1968, while still a partner in the Hooper Dairy Farm
partnership, Mr. Brooks acquired 100-percent ownership interest in
Standard Union Life Insurance Company. an Alabama corporation
which had been doing business in the States of Alabama. Arkansas,
Georgia, Mississippi, and Tennessee since its incorporation on Febru-
nary 6, 1954.2¢ [100.]

When Mr. Brooks purchased Standard Union its only asset of any
real value other than the corporate charter was approximately
$100,000 to $140,000 in Treasury Bonds. [99.] At that time the insur-
ance business issued by Standard Union had been transferred to other
companies by its previous owners. It appears that during the 11
months of Mr. Brooks’ control the only authorized insurance business
transacted by Standard Union was the reinsurance of two small blocks
of insurance. On December 30, 1969, some 100 policies originally
issued by Mid South Insurance Company, of Tennessee, were re-
insured by Standard Union, [167.] and in April of 1969 the corpora-
tion entered a reinsurance agreement with Trustee Life Insurance
Company of Gadsen, Alabama assuming an unascertained number
of credit life policies with a potential exposure of some $£50,000 to
$60,000. [17.]

Mr. Hoorer's INvOLVEMENT WITH STANDARD Untoxn

Mr. Hooper became associated with Standard Union on November 1,
1968, when at a joint meeting of directors and stockholders he was
elected to its Board of Directors and to the position of corporate vice
president. [153.] Shortly thereafter, by Warranty Deed dated De-
cember 23, 1968, Mr. and Mrs, Hooper, together with Mr. Brooks,
conveyed their interest in the Lowndes County farm property to
Standard Union. [63.] By a deed executed 5 days later Mr. Brooks
conveyed to Standard Union his interest in the 68.5 acre parcel for-
merly owned by Mr. Hooper and used for the Columbus Canning

= Standard Unlon ended its first vear of husiness with $£3.073,000 of Insurance in foree
and for the next ten years continued to evidence growth, hav {

in force at the end of 1966, In the Intter part of 1966 Mr. ¢ Moods acquired
control of the company and beeame Chairman of the Board Moody and Btandard
Unlon’s Prestdent, Mr, Robert L. Il then formed the Security Natlonal Life Insurance
Company of Montgomery, Alabnma flater renamed First Natlonal Life Insurance Com
pany). On June 30, 10687, Standard. Unfon entered into an ngreement with Security
National whereby the Intter relnsured a block of pollcles constituting 80.75 percent of
Standard Unlon's business In force. As the result of litigation. Standard Unlon's remain-
Ing policles, known as the “President's Specinl Policles”, were eventunlly relnsured by
First National. [15%. |
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Company’s operation. [64.] * In addition to the Mississippi properties
conveyed to the corporation. Mr, Brooks contributed to the corporate
assets two small parcels of property in Memphis and a 2900 acre parcel
located in Desha County, Arkansas. In addition. Mr. Brooks con-
tributed various stocks to the corporation including approximately
42,000 shares of common and preferred stock in Cadillac Conduit
Corporation. [65: 76 77.]

;\Ilt}mu{.':h Mr. Hooper was an officer and director in Standard Union

Life Insurance Company he states that he played only a minor role
in the insurance company’s affairs. This position is confirmed by the
company’s former attorney, Mr. John Taber, [17.] and by Mr. Brooks:

Q. Regarding Mr, Hooper's involvement in Standard Union. Did Mr. Hooper
participate in efforts to get Standard Union Life licensed in the States of Ten-
nessee, Alabama and Georgia?

A, [By Mr. Brooks,] No.

Q. Did he assist , . .

A. T was the sole proprietor. As a matter of fact it was licensed in all states
when I bought it, the charter,

Q. Did he assist in the preparation of financial statements that were the basic
prerequisites to this licensing ¥

A, No, It was fileg by me in John Taber's office and Taber filed them.

Q. One of the financial statements that was prepared on Standard Union whieh
is apparently consistent with the one filed in Tennessee is signed by Mr. Hooper.
Did he participate in the preparation of that financial statement ?

A, No. He possibly had to sign it or someone thought that he should, probably
John Taber, if he signed it, possibly it showed some of the assets as being his.

Q. Did Mr. Hooper evidence any interest in the company’s liquidity problems?

A. No, beeause T was working with the actuaries on that, Black and Company
out of Nashville.

Q. Did Mr. Hooper keep apprised of the evaluation of assets on the financial
statement of the insurance company ?

A, No. I hate to be blunt but that's the answer, [12, pp. 66-67.]

Finaxcian StatemeENTs AND ProPERTY VALUATIONS

From late 1968 through March, 1969 four financial statements
were prepared reflecting the worth of Standard Union. Three of these
statements reflect Standard Union’s condition as of December 31,
1968. Two are the Annual Statements filed in March, 1969 with the
Insurance Commissioners of the States of Alabama and Georgia. [76,
77.] They are signed by Mr. Brooks, his wife, and the corporation’s
attorney, Mr. Taber, and list Mr. Hooper as corporate vice president.
While consistent with one another, the Alabama and Georgia Annual
Statements are inconsistent in several respects with an undated Bal-
ance Sheet for Standard Union signed by both Messrs. Hooper and
Brooks purporting also to reflect the corporation’s condition as of
December 31, 1968, [78.] This Balance Sheet appears to have been sub-
mitted to the Tennessee Department of Insurance and Banking.

The Annual Statements filed in Alabama and Georgia reflect total
assets of $4.254.829.09, while the-Balance Sheet submitted to Tennessee
reflects assets of $4,755,814.00. The values of stockholdings reported in

£

the Alabama and Georgia Annnal Statements are less than half those

B A dlsenssion of the eventual transfer of this parcel to Mr. Brooks is Inclundod at
pages 39 through 40 dealing with the Columbus Cannlng Company nnd the foreclosure
upon its assets,
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reflected in the Balance Sheet submitted to Tennessee ($619.356 as
compared to $1,403,000). The real property holdings shown in the
Alabama and Georgia Annual Statements are some $457,000 greater
than reported on the Balance Sheet submitted to Tennessee. The worth
of the four items of property carried as Corporate assets are variously
valued on the three statements as follows:

Balance sheet Alabama and
submitted to Georgia .lrmua{
Property T S5e stat

Desha County. $2, 340, 000, 00 §1, 902, 082, 00
With a mortgage of 5 43‘.'.9I.?.*36 437,917, 90
1,550 acres, Lowndes County, Miss. ; 1,199, 500, 00
With a morigage of : 142, 500. 00
Columbus Canning property, Mississippi 3 132, 500. 00
Memphis real estate - : 60, 077. 05
With a morigage of B : -l 921 95 4,972.95%

Total .. . T 2,83,500.00 3,294, 159.09

1 Not listed as an assel

The Alabama and Georgia Annual Statements thus show Standard
Union’s equity interest in the Lowndes County farm property at
81,057,000, more than three times the $322,500 equity interest reflected
in the Balance Sheet submitted to the State of Tennessee, In addi-
tion, the stated market value figure of £1,199,500 indicated for that
properiy on the Alabama and Georgia Annual Statements is more
than twice the price for which Mr. H:mpn r sold the property to Wey-
erhauser some five years later, [70.] and nearly four times the $300,-
000 figure at which its was appraised in .‘w]lltmbu of 1971 for the
purpose of the Brooks Bankruptey proceedings. [175.]

Although his signature appears on a Standard Union Life Insur-
ance Company Balance Sheet which apparently was submitted to the
State of Tennessee, Mr., Hlm}wr did not participate in the actual prep-
aration of any of the hnmu ial statements submitted to the various
state insurance commissions.,’

The manner in which the $1.199,500 figure for the Hooper Dairy
Farm land was arrived at is unelear. Mr. Hooper has stated that he

% Mr. Taber prepared ldentical statements for filing in four States based upon informa-
tion regarding the value of the corporate assets furnished him by Mr. Brooks, He stated
that he sent those statements to Mr. Brooks with instructions to execute and return them
to him for fillne. [17.]

There is a dispute as to whether the four financlal statements submitted to Mr. Brooks
contalned the valuations shown on the Alabama and Georgin Annual Statements or
whether they reflect the valuoations ovsed on the Balance Sheet submitted
Mr. Taber hax stated that he prepared the orlginal statements using
which are congistent with those which nppear on the Balance Sheet submitted to Tenn
He recalls that a modified statement may have been prepared for fillng with Ten
re ing lesker real property values than those shown on the original statemw
the purnose of increasing the Insurance company’s apparent lquidity, [17.] However, the
property valuations which Mr. Taber advised the Staff were contained In the originnl
statements are {dentienl to thoxe which appear in the modified Balance Sheet furnished to
Tennessee and do not agree with the valuations shown on the 1968 Annunl Statements
fi'ed in Alabama and Georgla and signed by Mr. Taber. We are unable to resolve this
diserepancy.

An interview with Mr. Brooks contains the following explanation of Standard Unlon's
submission of differing financial statements

Q. IMd Mr. Taber put the valuations on the property ? Was this his responsibility ?

“A, |By Mr. Brooks] : No, he apparently turned In to me and malled them all In allke
and then eut them back down beeause of the fact that we then. as [ told you wound up with
more real estate than the Tennessee lnw would . . . -~qulr-\ So he says alright in that
ease we don't have time to take it out. It was just about, he says urll just redo it and
cut the valuations. I don’t know whether we did It on all of them or not.” (12, p. 71.]

23




recalls a discussion with Mr. Brooks regarding appraisal of the farm
property at a figure reflecting the land’s “highest and best use.” He
recalled that the discussion took place at about the time of the con-
veyance of this property to Standard Union in December, 1965, Mr.
Hooper stated that Mr. Brooks advised him that he thought they could
obtain an “MAI appraisal” of the farm property at approximately
$1,200,000 and that the farm property would be submitted to the state
msurance commissions as a reserve asset of the corporation having that
value.

In discussing the valuation of the farm property, Mr, Brooks stated
that he and Mr. Hooper agreed that they :

... would put it in and the idea being to have Standard Union come out with
a strong financial statement and get it before we started selling insurance you
see, get it approved and find out how much eapital we did have which meant
getting an MAI appraisal.... So we did attempt and contact several different
firms but we never got an appraisal. [12, p, 69.]

Mr. Brooks’ further discussion of the property valuation procedure
is, in pertinent part, as follows:

Q. How did you arrive at the value per acre placed on the Hooper Dairy Farm
property ?

A. [By Mr. Brooks.]: As I told you originally 1 imagine that Mr. Hooper and
I got the million dollar figure by taking a high priced land just like anything
else, you put a price on it and then see what it will appraise for. .. [12, p. TL]

RESTRICTIONS ON AUTHORITY TO TRANSACT BUSINESS

During the period of Mr. Brooks' ownership, Standard Union was
cither suspended from doing business or its license was not renewed in
four of the five States in which it had previously operated. The only
State not to take such action against the corporation until after
Mr. Brooks’ bankruptey was Alabama, the State of its incorpora-
tion. [56.] **

By May or June, 1969 the authority of Standard Union to transact
business i any State other than Alabama was seriously in jeopardy
and was dependent largely upon inereased liquidity of its assets.
Simultaneous with Mr. Brooks’ attempts to persnade the Tennessee
Department of Insurance of his good faith efforts to increase corporate

" Mississipnl and Arkansas both refused to renew Standard Unlon's Certificate of
Authaorlty for reasons connected with the business activities of it prior owners. On
October 31, 1968, the Insurance Commissioner for the State of Arkansax officially advized
Standard Unlon that {ts Certificate of Authority had terminated on Mav 1. 1068 and
would not be renewed. [05.] Standard Unfon’s lleense was not re wed by the State of
Missisgippl on January 1, 1069, for reasons relating primarily to the relnsurance of sub-
stantinlly all of its business hy First Natlonal Life Insurance Company, [113.)

The ecorporation’s authority to engage In any Insurance business In the States of
Georgla and Tennessee was elther suspended or revoked on the basis of the aforediseussed
annual statements of financlal f'nnfi]lflun flledd with those states. In March, 1969 the
Chief Deputy Insurance Commissioner for the State of Georgln advised Mr. Hrooks that
Standard Unton's authorlty to operate in Georgla would not be renewed doe largely to the
fact that 77.4 percent of Its assets were In real property—a proportion greatly ont of
balance with the requirements of that state's Insurance laws. Mr. Hrooks was offered the
option of voluntarily withdrawing the corporation’s applieation asx an alternative te
undergoing formal hearings. [958 ]

In May or early June, 1080 the Director of Insurance for the State of Tennesses
suspended the company's authority to write Insurance In that state. The suspension was
bazed In Ilarge part on the fact that the capltal structure of the company did not meer
Tennessee requirements as to liguidity. Whereas Tennessee reauired that real estate hold-
Ings not exceed 10 percent, the Balance Sheet submitted by Messrs. Brooks and Hooper
listed real estate Investments as mccounting for $2,838,500 of the total worth of
$4.755.814—slightly less than half, Tennessee ofeclally revoked Standard Union's Cer
tificate of Authority vn March 12, 1970. [112.]
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liquidity.” $150.000 was transferred from Standard Union to the
Hooper Dairy Farm partnership account. The record contains no
explanation for the transfer of these funds in amounts of $95.000,
$50,000 and $5,000 on July 2. 17 and 31 respectively.

Stanparp UnioNn ForecLOSURE

During the sununer of 1969 Mr. Brooks negotiated a loan of $500,000
with the Union National Bank of Little Rock, bringing his total in-
debtedness to that bank to $845,000, [163.] As part of the collateral
securing his loans, Mr. Brooks pledged 175,000 of the 200,000 shares of
Standard Union stock then outstanding. On Oectober 17, 1969, the
ITnion National Bank foreclosed on its collateral and took over oper-
ation of the insurance company. [ 106.]

Prorerry Recoxvevance 1o Mr. Hoorer

Two months before the Union National Bank’s foreclosure and af
about the time Mr. Brooks first consulted his attorney concerning a
possible bankruptey filing, [9, p. 1162.] the corporate minutes reflect
that a special meeting of the Board of Directors of St: andard Union
was held. At that August 19, 1969, meeting attended by Mr. Brooks, his
wife and Mr. Hooper, a resolution was adopted authorizing the recon-
veyance of the Lowndes County farm property to Mr. Hooper because
“the Insnrance Commissions of the States of Georgia and Tennessee
had refused to accept the Hooper land conveyed to the corporation in
December, 1968, as a reserve asset of the corporation.” [156.] This
meeting oceurred nearly 3 months after the State of Tennessee had
suspended Standard Union’s authority to do business, 5 months after
the State of Georgia had refused to renew the corporation’s Certificate
of Authority, and well after both States had advised Standard Union
that its real estate holdings were greatly in excess of their respective
reserve asset requirements. The resolution makes no mention of Mr.
Brooks™ half interest in the farm property, nor does it specifically
address the eonveyance of the Columbus Canning property. At the
August 19 meeting Mr. Hooper tendered his resignation as a director
of the cor poration. He did not resign his position as vice president.

Pursnant to the above resolution, the Lowndes County farm prop-
erty and the Coiumbus Canning property were conveyed to Mr. Hooper
by deed executed August 20, 1969. [66.] On the same day, the 2,900
acre tract of property in Desha County, Arkansas, shown on the cor-
porate financial statements as havi ing a worth of from $1,902.,082 to
$2.340,000, was transferred to Radeliffe Investment Company for
$50,000. [12, pp. 82-84 67.] In view of the lack of consideration for
the transfer of the Desha County property which was appraised at
785,000 in November, 1969, [1¢ 4.] the Union National Bank was
successful in obtaining the reconveyance of that parcel. The Bank did

= Bee Mr. Brooks® letter F * 5. 1969 [100.] and August 20, 1960 [101.] addressed to
Rox F. Bess of the Tenne . partment of In=surance, the latter of which states that
“concerted efforts aré now being made to redistribute the assets of Standard Unlon from
real estate to those forms of investments which are recognized ns admitted assets In
Tennessee.”
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not, however, prevail in its attempt to set aside the reconveyance to
Mr. Hooper.™*

Both the Lowndes County farm property and the Desha County
property were, nevertheless, transferred out of Standard Union by
deeds executed Angust 20, 1969. At that time Mr. Brooks had already
begun preparation for his bankruptey and was in ill health and under
severe mental strain.”

In March, 1971 the UTnion National Bank of Little Rock brought
suit in the name of Standard Union in the Chancery Clourt of Lowndes
County, Mississippi. against Mr. Hooper and his wife to have the con-
veyance of the farm property set aside, asserting that the reconveyance
had been made without consideration and was in violation of Mr.
Hooper's duty as a corporate official. It sought a judgment cancelling
the deed and requiring payment of amounts received by the Hoopers
from the use or sale of the property. [45.]

In answering the complaint, the Hoopers contended that the con-
veyance of Mr. Hooper’s half interest in the farm property to Stand-
ard Union in December, 1968 had been made for the purpose of
inducing the Commissioners of the States in which Standard Union
operated to accept the property as an asset for life insurance reserves.
with the understanding that Mr. Hooper would in turn be issued
stock in the insurance comnany. and further that the reconveyance
of the land was predicated on the failure of these conditions. In his
answer, Mr. Hooper stated that the Angust 20 reconveyance was in
accordance with “an agreement between the Hoopers and Everett T.
Brooks in satisfaction of an indebtedness owed by Brooks to Hooper.”
He further stated that “Standard Union neither at that time nor at

any time prior or subsequent thereto had acquired any equitable
inferest in this real estate whatsoever, nor had Standard Union paid
anything as purchase price for said property.” [46.] The basis for the
reconveyance has been also described by Mr. Hooper as follows:

A. [By Mr. Hooper]: ... In December of 1968 we agreed that it would be
of potential benefit to all of us if this land was put into his (Brooks') company
known as Standard Union Life Insurance.

This was done on December 31st of that year so that it conld be presented to
the Insurance Commissioners for approval or rejection, with the understanding
that after the approval has been granted that I wonld then be issued stock in
the corporation, the Standard Union Insurance Company, equal to the value of
the entire land. [1, p. 55.]

The 1968 agreement between Messrs, Hooper and Brooks regarding
retransfer of the land was never formalized. However. for the purpose
of the Bankruptey proceedings. Mr. Hooper and Mr. Brooks jointly
signed a memorandum purporting to reflect its provisions. [165.] This
memorandum. which bears neither title nor date. was admitted in
evidence by the Chancellor during the course of Mr. Hooper's testi-
mony in the Standard TUnion Life snit for the purpose of show-
ing that Mr. Hooper had received no consideration for the transfer

M The minutes of a Board bf Directors meeting of October 15, 1985, at +hich It was
resolved to set nslde the eonveydnce of the Desha County property to Radeliffe reflect that
Mr. Hooper did not participate In that reconveynnce and snggest that he was not party
to the determination to transfer this property to Radellffe In the first Instance. [157

= For a more detailed discusslon of Mr. Brooks' physical and mental condition see
pages 11 through 12,
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of a half interest in the farm property to Mr. Brooks. [8, pp. 22-23.]

On July 27, 1971, the Chancellor issued a decree in favor of Mr. and
Mrs. Hooper dismissing the complaint filed against them. That decree
contains the following language:

2. The evidence presented on behalf of complainant proves that defendant,
James F. Hooper, on August 19, 1960, occupied a fiduciary relationship to com
plainant and its shareholder, but the court finds, as a fact, that defendant,
James F. Hooper, received no consideration for conv yance of the subject land
either to Everett H. Brooks or to complainant, made full and complete dis-
closure to complainant, and discharged his burden of proof by showing his good
faith and the inherent fairness of the transaction from the viewpoint of com-
plainant ; furthermore, the court finds that the sole shareholder
ratified the deed to defendant,
dent of complainant : and,

of complainant.
James F. Hooper, by executing the deed as Presi-
Anally, the court finds that the evidence presented
on behalf of complainant Is insufficient to cancel and set aside the deed of Au-
gust 20, 1969, from complainant to defendant, Jumes F. Hooper, [47.]

On September 21, 1971, the Chancellor entered a new decree mak-
ing the prior decree final but preserving the interests of the Trustee
in the Brooks Bankruptey proceedings. [48.]
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LITTLE RIVER FARMS, INC.
INTRODUCTION

Little River Farms, Inc,, a Georgia corporation located in Alpha-
retta, Georgia, operated as a dairy, processing and marketing milk
through a number of small franchise retail outlets. On January 22,
1969, K. C. Investments conveyed Little River Farms together with
some $385.000 in corporate debts to Mr. Henry L. McMahan for $100.
Mr. McMahan transferred Little River Farms to Mr. Brooks for
$5,000 on February 14, 1969. [162: 1, pp. 6-T; 2, pp. 3,10, 17-19, 43—44. ]

Mr. Hooper's involvement with Little River Farms stemmed from
his interest in obtaining a more favorable market for Hooper Dairy
Farm’s surplus milk. [12, pp. 89-40,] He stated Mr. Brooks “learned
that Little River Farms was purchasing milk at a much higher price
in Atlanta and discussed with me the possibility of our shipping milk
to Atlanta. It seemed feasible when first considered and he thought
it likely we could net more for our milk after transportation expenses
than we were getting in Mississippi.” [ 160.]

It is difficult to reconstruct the precise nature of Mr. Hooper’s in-
volvement with Little River Farms. The fact that the corporation’s
Minute Book has been tampered with is confirmed by both Mr. Hooper
and Mr. McMahan. [1, p. 14: 2. pp. Ih 7.] The financial statements of
Little River Farms are inconsistent.*® The objectivity of the individ-
uals who participated in the cor [-.mtiiun's management has been
affected by the threat of liability to the Internal Revenue Service for
the corporation’s nonpayment of withholding taxes.®

Mz, Hoorer as A MANAGER, SHAREHOLDER, AND OFFICER

The minutes of the shareholders meeting on April 17, 1969, reflect
that Mr. MeMahan was elected President of Little River Farms. [150.]
The shares of the corporation were divided among Messrs, Hooper,
Brooks, and MeMahan. [1. p.9.] Mr. McMahan was to manage the day-
to-day affairs of the dairy. Mr. Hooper was to “keep in touch” with
him and advise Mr. Brooks when money was needed. The extent of
Mr. Ilnnpu s participation in the daily affairs of the corporation is
unclear. Mr. Hooper has stated that while he exercised no direct au-
lhllllt\ over Mr. McMahan he made periodic trips to Alpharetta and
offered many suggestions as to what could be done to bring the cor-
poration out of its problems. He has varionsly indicated that he made
such trips as flr'qm-nt]\ as every other week and as infrequently as
every other month. [1, p. 43.] Tt appears, however, that Mr. Hooper

* Refer to pages 30 to 31 detalling Inconsistencies in Idttle River Farms' financlal
Katements

¥ Refer to pages 34 to 36 regarding the detalls of the Internal Revenue Serviee's
selzure of Little River Farms.
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traveled to Alpharetta often during the first few months of his in-
volvement with Little River Farms. [3, p. 29; 5, p. 12.] He was in tele-
phone contact with other officials of the corporation on virtually a day-
to-day basis during a period of some months preceding the onset of
Mr. Brooks’ financial problems. [6, pp. 14. 303 3. p. 29: 15, pp. 3-4.]

Mr. Hooper testified in connection with the Brooks Bankruptey
that with the exception of a ten minute period he was not a stock-
holder of Little River Farms. [1, p. 7.] His name. however, appears in
the corporate Minute Book as one of the three stockholders present at
the April 17, 1969, meeting, [149.] and he has variously testified in the
bankruptey proceeding that he was issued stock certificate No. 46 for
83,333 shares of stock in July. 1969 and in November, 1969 [1. pp.
7, 18.] This certificate was apparently issued sometime during the
summer of 1969 but was not deliverad to him until November, 1969
when he endorsed it in blank to Mr. William C. Brickey. [177.]*

The minutes of the April 17. 1969. meeting reflect Mr. Hooper's elec-
tion to the Board of Directors. [149; 1, p. 14.] As a_member of the
Board. his name appears in minutes of meetings held between April
and October, 1969, March 3 and 4. and May 29. 1970. It does not
appear that any meetings were held between the October, 1969, meeting
and the March, 1970, meetings. [ 149. 150, 151, 152, 153.] Notwithstand-
ing his signature in the minutes of a Board of Director’s meeting on
October 25, 1969, Mr. Hooper testified in the bankruptey proceedings
that he resigned his position in the summer of 1969. [1. p. 4.] He also
testified that he resigned his post in November of 1969, but was re-
instated in March, 1970 [1, pp. 15-17.] and that his resignation was
not submitted in writing or otherwise formally tendered. [1, pp.
16-17.]

Whatever the precise nature of Mr. Hooper’s position as an officer
and stockholder of Little River Farms, he assumed the responsibility
of “keeping in touch” with its operation and advising Mr. Brooks as
to the corporation’s financial requirements. Mr, Brooks transferred
some $248.000 to the company from February to July. [71. 72. 75.]

CorrPoRATE ACCOUNTING

There are numerous inconsistencies in the balance sheets of Little
River Farms regarding the amount and source of funds transferred
to the Corporation. The August 18, 1969, Record of Deposits shows
payments totaling $248.598.36 comprised of contributions from Mr.
Brooks of $74.598.36. loans from Mr. MeMahan of £59,000 and deposits
from the “Hooper Account™ in the amount of $115.000. [71.] The
Record indicates that $15.000 of the $115.000 attributed to the Hooper
Account was received June 26, 1969. and promptly repaid. This left
an aggregate of $233.508.36 deposited with Little River Farms, Six
weeks later the September 30, 1969. Balance Sheet of Little River
Farms shows as a liability a “loan payable to E. H. Brooks™” in the

* Mr. Hooper's attempts to sell Little River Farms through Mr. Rrickey is discussed at
pages 33 through 34.
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amount of $248,508.36. [ 72.] The Balance Sheet of November 30, 1969,
attributes the $248,000 previously shown as owing to Mr. Brooks as
comprised instead of a $50,000 loan payable to the Bank of Cumming,
a $153,000 loan payable to Standard Union Life Insurance Company,
and a $65,000 loan payable to Mr. Hooper. [74.]

None of these statements of account appears to reflect the true
character of deposits made to Little River Farms.* The depositions
of both Messrs. MeMahan and Hooper taken in connection with the
Brooks Bankruptey indicate that $133,000 of the $233,000 total ($248,-
000 less the $15,000 repayment) was transferred either directly or
indirectly to Little River Farms by Mr. Brooks and that the balance
was part of a loan from the First National Bank of Marietta. [1, pp.
19-26; 2, pp. 34-70.] Many of the individual deposits to Little River
Farms’ benefit are represented by checks drawn to Mr. McMahan
personally rather than to the corporation. [2, pp. 19, 68.] The reason
for this procedure has been given by Mr. Brooks as a method of as-
suring the accountability of Mr. McMahan. [12 pp. 51-53.] It appears,
however, that a Georgia State law allowing creditors easy access to
a debtor’s funds by attachment of its bank account may also have
influenced the decision not to transfer funds directly to Little River
Farms. [1, p. 29312, p. 53.]

The Statements of Account for Little River Farms dated August 18,
and November 30, 1969, show substantial investments in the corpora-
tion by Mr. Hooper. However, Mr. Hooper stated that he invested
no personal or partnership funds in Little River Farms. [1, pp. 19-27.]
He testified that the investments attributed to his account are proceeds
of a loan borrowed from the First National Bank of Marietta on
June 24, 1969, and deposited to an account from which he was author-
ized to draw :

Q. [By Mr. John P. Jones] I ask you if the money of Mr. Brooks which he
transferred to Little River Farms, Ine, involved $50,000 payment in June of
1969 and another 850,000 payment in July of 19697

A. [By Mr. Hooper] June 26, June and July, that's correct.

Q. All right. Is that the Bank of Comming transaction ?

A, The money came from an account of a bank in Marietta and was paid
direct to the Bank of Cumming.

Q. Who set up the account in Marietta, Georgia ?

A. Hope. [Mr, Brooks]

Q. Did you have anything, at all, to do with that?

A. 1 had the signature eard.

Q. Do you know why he chose the Bank of Marietta?

A. It was the bank of account that Little River Farms was doing business with.

Q. Did you borrow money from the Bank of Marietta ?
A. No, 8ir. [1, pp. 21-22.]

Marierra Baxg Loan

In the spring or early summer of 1969 Messrs. Hooper and Brooks
approached Mr. William Beasley, President of the First National Bank
of Marietta, to apply for the $150,000 loan to be invested in Little River

* Mr. Hooper testified as folows regarding the condition of the corporate records of
Little River Farms :

“A. T looked at many financial statements, and none of them were complete, none of
them were accurate. The excuse was that the company owed the accountants so much
money that they wouldn't continue working. I recall at least three different bookkeepers
that they had fired to try to bring the records to date. But I never could get a handle on
it anyway."” (1, pp. 28-29.]
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Farms. They explained to Mr. Beasley that they were going into Little
River Farms as a “joint venture” and showed a joint finanecial statement
listing their net worth at about $6,000.000. Addit ionally they offered to
secure the loan with stock of Cadillac Conduit Company. It appears
they had approached the First National Bank of Marietta because it
was one of the few banks in the area which had not had a bad claims
experience in its transactions with Little River Farms. Mr. Beasley
would agree only to participate to the extent of $100,000 of a $150,000
loan provided that the loan was obtained from a bank more familiar
with the offered security and with the applicants. | 16.]

Therefore in June, 1969 Mr. Brooks returned to Memphis to nego-
tiate the loan with Union Planters National Bank. According to the
ledger sheet of the Union Planters National Bank, the First National
Bank of Marietta participated in this loan to the extent of $100,000
and $50,000 of the proceeds was used to purchase a Certificate of
Deposit in the name of Mr. Dabney H. Crump, a business associate of
Mr, Brooks. [178.]

Mr. Hooper did not participate in the loan negotiations in Memphis
nor did he sign the note, Mr. Brooks’ recollection of the transaction
is sketchy. From the magnitude and frequency of Mr. Brooks' deal-
ings with various Memphis banks, it would appear simply that he
handled the Joan in a routine manner. Although Mr. Hooper was not
involved in the arrangements for the loan in Memphis there is no
evidence that the purpose of the loan or the business n'lzninn:«hi{: of
Messrs. Hooper and Brooks was modified. The ledger sheet of the First
National Bank of Marietta reflects that Mr, Hooper part icipated in the
loan. [16.]

Because there was probably an additional loan made to Mr. Brooks
contemporaneously with the Marietta transaction in which Mr. Crump
also participated, the various accountings for the proceeds of the loan
are confused. It appears, however, that Mr. Crump retained $50,000 of
the proceeds of the $150,000 total in the form of a Certificate of De-
posit of the Union Planters National Bank and that the remainder of
the loan was placed in an account at the First National Bank of
Marietta upon which Mr. Hooper had checking authority. [1, pp. 21-
99:178.]

Although the loan was ostensibly borrowed for Little River Faims.
no more than $55,800 of the proceeds was received by the corporation.
Of that amount $50,000 was in the form of a check signed by Mr.
Hooper and paid directly to the Bank of Cumming, Georgia, in satis-
faction of a debt of Little River Farms. [179.]

Mr. Hooper's Petition and Accounting filed with the Bankruptey
Court indicates that the $£100.000 obtained from the Marietta bank
was transferred to the Hooper Dairy Farm partnership account in
two deposits of $25,000 each made June 24 and 30, 1969. and a deposit
of $50,000 made on July 14, 1969. The Petition and Accounting fur-

#A business nssoclate of Mr. -Brooks, Mr. Dabney H. Crump, was having (difh
culty obtaining a loan. To secommodate Mr Crump, Mr. Brooks anproached the Union
Planters National Bank to obtaln funds both for him and for Little River Farms [12. pp.
857-63.]1 Mr. Brooks mav have closed more than one lonn at the Unlon Planters Nationnl
Bank in June of 1969, The evidence in thix regard Is amblienous [39. pp. 7-10.] However.
he did at least procure a loan In the amount of $150.000. The note for that loan is signed
by Mr. Brooks and co-signed by Mr. Crump and is secured by municlpal bonds furnished
by a Mre. Fulton. [35; 88:41.1




ther sets forth that, with the possible exception of $5.800 transferred
to Little River Farms in August and September, 1969, that amount
remained on the books of the partnership. [30.] This accounting,
however, is inconsistent with the fact that $50,000 of the loan pro-
ceecs did not pass through the ]::tt'tlrt'l'r-]li}! account but were trans-
ferred directly to the Bank of Cumming by Mr. Hooper’s check drawn
directly on the Marietta bank. It is further inconsistent with Touche,
Ross & ('o.'s determination that the $50.000 :|v]r|i:~"l.l of July 14, 1969,
was received from Standard Union Life Insurance Company. [84.] #
[t appears the proceeds of the Union Planters/Marietta loan were
dist J‘Hnmu-il as follows:
250,000 to My, Dabney C'rump:
. 850,000 to Little River Farms; ** and
3. 850,000 to Hooper Dairy Farm,*
After commencement of the Brooks Bankruptey proceedings, the
Union Planters National Bank foreclosed on its security.*®

Me. Hoorer's Arremers To Senn Lorrie River Farwms

In July, 1969, 5 months after acquisition of Little River Farms
and 1 month prior to Mr, Brooks® preparations for bankruptcy, Messrs.
Hooper and Brooks became interested in selling their interests in the
corporation. At about that time, they were introduced to Mr. Wil-
liam C. Brickey who had been convicted of mail frand and was free
pending appeal. Mr. Hooper describes Mr. Brickey as “astute or
shrewd . . . capable of doing what seemed to be an impossible thing,
which was to sell this particular piece of property™. [1. pp. 31-32.] ¢

Mr. Brickey's initial dealings were with Mr, Hooper who had ap-
proached him to see if Little River Farms could be “disposed of” n
view of its troubled financial pieture.*® [13, pp. 1-2.] Mr. Hooper has
stated that he was not aware of Mr. Brickey’s eriminal conviction
until the fall of 1970 shortly before Mr. Brickey went to prison for
2 years,

In July or August, 1969 Mr. Hooper contacted Mr. McMahan and
asked that Little River Farms execute a demand note in blank for
€248.000. the amount of Mr, Brooks' “loans” to the corporation, to
enable Mr, Brickey to consummate a merger of the financially dis-

a4 An extended dlseussion of Touche, Ross & Co.'s accounting for this £50,000 tranzaction
ix contained in Appendix |

# Mr, Hooper's Petitlon and Accounting shows payments amounting to £5.800 from the
farm account to Little River Farms which might be adjustments to these figcures

@ Municipal bonds worth approximately §156,000 which had been pledged by Mrs
Fulton ax security for the loah ‘weré = i atisfaction of the indebtedness to Unlon
Planters National Bank. A= an unsecu e of Mr. Brooks, Mrs. Fulton recelved
£19.313 from t wkruptey Court in settlement of her claim for $156,000. [41.]

“ The introduo W% Arral 1 through Mr. Jack Lessenberry, the criminal attorney
who had represented Mr. Brickey In ednmectlon with his conviction for mail frand. [18,
pp. 1. 1011, 18-140.]

# Mr, Brickey explained that Mr. Hooper sought him out :

A I was going to Mohlle. for | dongt know what reason, not to meet Jim Hooper
but when Jim found out that 1 was In Mobhile, he met me there, . . . [13, p. 1.]
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tressed corporation with Gold Cloud Corporation. [2, pp. 24-30, 71;
169.] At the meeting of the Board of Directors on October 28, 1969, a
resolution was adopted authorizing Mr. Brickey to negotiate the pro-
posed merger. [151.] The meeting occurred after Mr. William L.
Thurman, the corporation’s controller, had advised Little River Farms’
officers of the corporation’s failure to remit withholding taxes to the
Internal Revenue Service. [4, pp. 10-11.] Mr. Brickey has stated that
he also discussed the matter of the corporation’s tax hability with Mr.
Hooper at the October meeting. [13, pp- 12-13.] An agreement was
drawn between “Little River Farms, Inec.. a Georgia corporation,
Henry L. McMahan, individually, and James F. Hooper, individually,”
and Mr. Brickey authorizing the latter to effect a merger. Little River
Farms and Messrs. Hooper and McMahan were to be issued stock
in the company surviving the merger having a market value of at
least $300,000. [ 168.] Messrs. Hooper and Brooks endorsed their stock
certificates in blank, and the corporation in turn issued a new certifi-
cate for 125,000 shares to Mr. Brickey’s nominee, Barbara Goin. [2, pp.
28-29.] The demand note for $248,000 was apparently transferred to
Mr. Brickey as well, [1, p. 25; 2, pg. T1.] These transactions occurred
in November, 1969, shortly after Mr. Brooks® filing in bankruptey. On
November 18, 1969, a certificate for 41.667 shares was issued to Mr.
McMahan which, together with the 83,333 shares already in his pos-
session, gave him a stock interest equal to that held by Mr. Brickey.
[2,p.77.]

Mr. Brickey was unable to negotiate the proposed merger with Gold
Cloud and in late December, 1969, despite Mr. Hooper's demands
that he return the stock to the corporation, [108; 109.] Mr. Brickey
undertook to assert an actual ownership interest in the corporation.
[2, p. 24.] To resolve the matter of Mr. Brickey's intermeddling in
corporate affairs, a special meeting of the Board of Directors was
held on March 4, 1970. At that meeting the shares transferred to Mr.
Brickey were declared “lost and/or improperly retained” and instrue-
tions were issued to cancel the certificate in Barbara Goin’s favor
and reissue the shares to their “richtful owners”, [153.] It is unclear
whether the shares that were eventually returned were reissued to
Messrs. Brooks and Hooper,*®

Interyar RevExve Sewrvice Seizore or Litrie River Farus

Little River Farms’ unpaid creditors at the end of 1969 included
the Internal Revenue Service. [2, pp. 84-85.] On April 2, 1970, a tax
lien in the amount of £69.980.50 was filed against Little River Farms,
followed by liens of $18.563.70 on April &, 1970, and $40.000 on May

“1In order to physleally resecure the certifiente and the demand note. Mr. McMahan
arranged to trade Mr. Brickey an ostensibly worthless £7.500 bond. Mr. MeMahan's testl-
mony as to this transaction Is in pertinent part as follows

"A company in Florida owed us—owed the corporation $7.500 for a bond that they had
issued us that wasn't any godd. It wasn't a real bond. s0 I made arrangements with
Brickey If he would turn those stocks over to me that 1 would glve him a letter of au
thority ta pick hix money np, whieh he did. Whether he rot $7.500 o not I don't know
He might have settled with them. T don't know exactly what he got. T met him at the
rirport on the way to Miaml on a Sunday morning, and he turned the stocks over to me
and I turned over the letter.” {2, pp. 2330

A release lssued by Little River Farms Indicates that Mr Brickey was able to recover
£4,000 on the bond. [172.]
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18, 1970. The property of the corporation was sold at public auction
on May 15, 1970, for $21,800. |53 117.] *

On :llll_\' 17, 1970, Mr. McMahan executed an affidavit which states
the following:

During the period of affiant’s management of this business, James F. Hooper
of Columbus, Mississippi, bas been listed as a member of the Board of Directors,
along with Alton Hawk, and as Vice President. Mr, Hooper has attended several
meetings in Atlanta in which the overall husiness of the corporation has been
discussed. He has offered advice regarding possible sales and other financial
arrangements, has attempted to obtain financing for the corporation or prospec-
tive purchasers for the assets or corporate stock, but he has, as a general rule,
during the management of the affiant, not participated actively in the daily
operation of the bhusiness. To the best of my knowledge and belief, Mr. Hooper
was first informed of the company’s failure to remit withholding taxes by me
after Leon Smith left the corporation on March 9, 1970, [18,]

The foregoing aflidavit was repudiated by Mr. McMahan in Septem-
ber, 1975 insofur as it indicates that Mr. Hooper played no part in
the daily operations of Little River Farms, [11, pp. 33-34.]

At a Board of Director’s meeting on May 29, 1970, the corporation
adopted a resolution to retain an attorney to protect its interest. [154. ]
Shortly thereafter, on June 8, 1970, Mr. Fred L. Somers, the attorney,
filed suit on behalf of Little River Farms and Mr. Jack Holloway as
plaintiffs against the United States and Messrs. Bowman and Green,
who had purchased the company at the tax sale. The suit sought to set
aside the tax sale for procedural irregularities.”

The United States Attorney questioned Mr. Jack Holloway’s stand-
ing as a party to the suit. Plaintiffs amended their complaint on
September 25, 1970, seeking to further establish Mr. Holloway’s

interest as an appropriate party to the suit, adding the following
language :

Plaintiff, Jack Holloway, at the time and date of the said auction sale was
representing and was the agent of James F, Hooper who, on said date and time
held a note of Plaintiff, Little River Farms, Ine, in the amount of $248,000
secured by a chattel mortgage which constituted a lien agninst much of the
property seized by the Defendant, United States of America. Said note represented
a partuership asset in connection with one Everette Hope Brooks whose partner-
ship assets or interests on said date were subject to a restraining order of the
United States District Court for the Western Distriet of Tennessee. The act
of the Defendant, United States of Ameriea in eausing the assets of Plaintiff,
Little River Farms to be sold at unconscionably low prices was in vielation of
the aforesaid Order of the United States Distriet Court for the Western Distriet
of Tennessee and damaged Plaintiff, Jack Holloway and his prinecipals to the
extent of the loss of said collateral in the amonnt of $248.000. [50.]

In a deposition taken February 2, 1972, for the purpose of the Little
River Farms suit. Mr. Holloway affirmed that he acted on behalf of
Messrs, Hooper and McMahan in bidding at the tax sale. He said
there had been an agreement between the three of them that Mr.
Hooper would furnish whatever amount was snccessfully bid by Mr.
Holloway and that Little River Farms would thereafter be operated

" Thereafter, on April 10, 1973, the United States brought sult against Mr. MeMahan in
the game court for the purpose of redocing to judgment the “outstanding federal tax
Hability of Henry L. MeMahan as responsible officer of Little River Farms." [53.] Despite
attempts to w that he did not direet the financia)l affairs of the corporation or par
ticipate In declsions as to which ereditors should be paid, the Court found to the contrary
and ordered that the MeMahan's residence be sold in satifaction of the $88. 548 58 judgment
entered against him. [54 ; 55.]

# Specifically: the complaint filed alleges that the tax sale was conducted In vlolation
of the Internal Revenue Service's regulatory reguirement that 20 percent of the pur-
chase price be pald at the date of sale. [49.)
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as a three-way partnership. [7, pp. 9-12.] Mr. Hooper has stated that
he knew nothing about the purported agreement to which Mr, Hollo-
way testified.'” He also indicated that he knew nothing about Mr. Hol-
loway's assertion that he acted as Mr. Hooper's agent or the fact that
the Chattel Mortgage in his name was used in bringing the suit.*® Mr,
Hooper maintains that it was his attorney who first advised the Trus-
tee in the Brooks Bankruptey of the Chattel Mortgage in Mr. Hooper’s
name and that the instrument evidenced an indebtedness of Little
River Farms to Mr. Brooks. This advice to the Trustee regarding the
Chattel Mortgage in the amount of $248.000 is confirmed by cor-
respondence. [123; 124.] Mr. Hooper’s attorney, however, had previ-
ously advised Mr. Somers, the attorney for Little River Farms, that
his client would be glad to “do anything with reference to that mort-
gage which may help, your position vis-a-vis the Internal Revenue
Service and other creditors.” [116.]

SEALRIGHT (FUARANTEE

In the summer or fall of 1969, Mr. Hooper executed a guaranty of
Little River Farms' corporate account to Sealright Co., Inc., a sub-
sidiary of Phillips Petroleum Company. That guaranty bears an exeen-
tion date of October 7, 1969—within two weeks of Mr. Brooks' filing
in bankruptey. [171.] To the best of Mr. Hooper's recollection, his
signature was required because Sealright was extending credit for the
shipment of containers to Little River Farms on the basis of his and
Mr. Brooks’ joint financial statement indicating their joint net worth
at over $6,000,000. [1, pp. 41-43: 160.] * Mr. Hooper offers the follow-
ing explanation for his execution of a gua ranty at approximately the
time of Mr. Brooks’ bankruptey :

Hope [Brooks] and I both signed this instrument at my house, witnessed by two
domestic employees there, and sent it to MeMalian with the express understanding
that it would not be delivered to Sealright at that time and would only be used
if Sealright planned to cut off deliveries without it. . . . This purported guaranty
instrument bears an October, 1969, date, which was a time after Dabney Crump's
suicide and Hope Brooks' first filing with the bankruptey court, I certainly would
not and did not sign any such document in October of 1969, [162.] %=

In January. 1970, after having failed to secure payment of the
account from Little River Farms, Sealright requested payment. from
Mr. Hooper. By September 18. 1970. the total indebtedness claimed
by Sealright amounted to $19.653.14 [125.] Thronghout 1970 and into

March, 1971. there was g considerable exchange of correspondence
between Sealright and Mr. Hooper's attorneys, Initially. Mr, Hooper
insisted that the guaranty should be first aserted in the Brooks bank-
ruptey proceedings and declined to make any payment on the basis

® The Staff has attempted to locate Mr Hollowny without success

® The record Indicates that upon Mr Brickey's return of the $248,000 note drawn In
blank at Mr. Hooper's request, a Chattel Mortgage for $248.000 was drawn In Mr. Hooper's
favgr securing his and/or Mr Brooks' “loans™ to the corporation In approximately that
amount. [1, pp. 25-26; 170,] Mr. Hooper claims to have no knowledge of the clrecumstances
surrounding Its {ssuance.

" Apparently the joint financial statement relied upon by Sealright is the same joint
financial statement [R6.] submitted to Mr. William L BReasley in connection with the
Marietta loan transaction

® Files obtalned from Sealright Co.. Ine., Indicate that the guaranty originally signed
in July of 1969 was reexecuted at a later dnte because the orlginal guaranty had not been
properly witnessed.
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that he had executed the g
modation to Mr, Brooks, [ 114 126. |

In March, 1970 Mr. Hooper filed a claim against the bankrupt
estate, based on a “contingent claim by Sealright, Ine., Kansas City,
Missouri. for a debt of Little River Farms, Inc., gnaranteed by Hooper
to accommodate Brooks.” [ 31.] In his amended objection to that claim,
the Trustee argued that Mr. Hooper's execution of the guaranty was
not made solely as an accommodation to Mr. Brooks but in an attempt
to better the financial condition of Little River Farms and create a
market for the Hooper Dairy Farm’s milk. In that amended objection,
the Trustee alleges:

guaranty only as an agent for or in accom-

4 Claimant, James F. Hooper, was negligent as a director of Little River
Farms, Inc. at the time of the execntion of the guaranty on October 7, 1969, and
at the time of the purchases from the Debtor Sealright Company to Little River,
from Septeber 2, 1969, to January 14, 1970, in that he knew, or should have
known, that Little River Farms, Ine. had a deficit net worth during this period,
and that there was no reasonable expectation of it converting that deficit net
worth Into anything but bankruptey or insolvency as the final result of the
corporation. [35.]

The elaim was ultimately disallowed because it was not liquidated at
the time the bankruptey was settled.

In September, 1970, Mr. Hooper’s attorney advised Sealright that
they could demonstrate that the liabilities of the Hooper Dairy Farm
exceeded its assets by more than $25,000, The precise representation
was as follows:

With respect to Mr. Hooper's financial condition, I believe that we could dem-
gnstrate to yon, upon a visit, that Mr, Hooper has a dairy farm which was con-
veyed fo a partnership consisting of Hooper and Everette H. Brooks; that
Everette H, Brooks is now in bankruptey in the Western District of Tennessee ;
and that the outstanding indebtedness on the assets of this dairy farm exceeds
the value of the assets by more than $25,000.00, and would exceed their price
considerably more than that if they are sold at a forced sale, Mr. Hooper is
delinquent in his payments to the First Columbus National Bank and other
ereditors largeiy because of the entanglement with Mr. Brooks; and he is subject
to restraining orders of the Federal Bankruptey Court which prevent his moving
in any way with respect to any of the assets in whieh the bankrupt has any
possibile interest.,

- - - - - - -

Despite all these entanglements, it is possible that we conld obtain some money
from 1 member of Mr. Hooper's family to discharge the alleged obligation fto
yvour company, if a considerable reduction in the demand could be made, [126:]

Sealright requested a balance sheet showing Mr. Hooper's financial
condition. [123; 137, 138, 141, 142.] Based on the joint financial state-
ment of March, 1969, showing Messrs. Hooper's and Brooks' net worth
at more than $£6,000,000, and on Mr. Brooks™ petition in bankruptey
showing assets of only some $4.000,000, Sealright questioned the repre-
sentations of insolvency made on Mr. Hooper’'s behalf. [ 140 144 145.]
Finally, in July. 1973, Sealright was provided a hand written docu-
ment sketchily portraying Mr. Hooper's net worth as a negative $5,666.
Together with that financial statement Mr. Hooper offered to settle
the $10.655.44 elaim for $2,000. [139.]

In December. 1973, Mr. Hooper furnished a new financial state-
ment prepared by him showing his net worth at $2,000. The letter
from Mr. Hooper’s attorney forwarding that statement to Sealright
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stated that “Mr. Hooper's CPA advised us that because of the neces-
sary disclaimers he would have to insert, it would be a waste of money
to have him prepare the financial statement. ™ [143.]

Sealright refused to settle the claim for the offered $2.000 and re-
quested specific information as to the appraised value of Mr. Hooper’s
assets which were included in the joint. financial statement. In addi-
tion, Sealright requested to be advised as to the disposition of those
assets or reasons for their substantially lessened value. [146.] In re-
sponse Mr. Hooper's attorney, Mr, Ralph Rood, reported that he was
unable to reconcile the valuntion of assets contained in the joint finan-
cial statement. In restating Mry. Hooper’s settlement offor of $2.000
Mr. Rood * represented Mr. Hooper's overall condition as follows:

I ean not recall whether or not I have given you any backeround information
on Mr, Hooper, If 1 have, Mease accept my apologies for repeating myself, how
ever, I believe it is important in order that yon may understand my legal advice
to them concerning Sealright's claim Mr, Hooper is nearly SIXty yvears old and
has been in poor health for number of years, having suffered mijor heart at
tacks in 1963 and in 1969, The last major heart attack ocenrred during the period
which gave rise to Sealright's claim, Mr, Hooper is woetfully underinsured and,
as you might expect, has been uninsurable for number of years, During the late
1850's Mr. Hooper suffered a major business reversal in connection with his part
ownership of the Columbus Canning Company, He inherited a tremendons debt
load at that time which has continued until the present, For the foregoine reasons,
among others, 1 have insisted that the real estate not be subjected to further
encumbrance, [147.]%

Mr. Hooper agreed to Sealright’s counter-offer to settle for $3.000 in
August, 1974, and, upon payment of that amount, was released from
any further liability arising out of the guaranty, [173.]

B Mr, Ralph Rood fs also Mr Hooper's son-in-law

M With reference to Mr. He 's In¢ % derlved from his involvement with the
Columbus Canning Company, sed I JE LURS F11 Ing that he n med personnd responsibility
for payment of $15.000 of iis outstanding Indebtedness of some half million dollars in
1959,
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COLUMBUS CANNING COMPANY

The Columbus Canning Company, Inc. was incorporated January
15, 1946. Mr. IHooper provided virtually all of the $7,500 authorized
and paid in eapital for the company. While there is little information
available regarding tliis venture, Dun and Bradstreet reports that the
corporation, which Mr. Hooper served as President, was discontinued
in 1940 “due to unprofitable operations.” [ 159]

From 1950 until 1957 Mr. Hooper and Mr. W. Pratt Thomas under-

took to revitalize the operation as a partnership known as the Colum-
bus Canning Company. Mr. Hooper served as managing partner. This
partnership was not the subject of a formal partnership agreement.
[10, pp. 119-121.] On November 25, 1957, the Columbus Canning Com-
pany was incorporated under the laws of Mississippi in order to secure
additional capital. [ 159.] Messrs. Hooper and Thomas conveyed to the
corporation all their partnership assets on November 31, 1957. This
transfer ineluded the 68.5 acre parcel of land known as the Columbus
Canning tract on which the plant was situated and which adjoins the
Dairy Farm. [60: 61.] Mr. Hooper, Mr. Thomas, and Mr. W, O. Gar-
rard were the initial subseribers to 50,000 shares each of the authorized
1,000,000 shares of $1 par value stock.
The documentation is contradictory as to the nature of Mr. Hooper’s
ownership interests in Columbus Canning Co.. Inc., after July 7, 1958,
Dun and Bradstreet reported that on October 1, 1958, “President
James F. Hooper™ stated to them that he held 51 percent of the corpo-
rate stock and that the remaining 49 percent was held by the corporate
vice president, Mr. E. E. Rockwell. who represented “certain inves:
tors™—apparently Rhodes Optical Company, Ine. [159.] Mr. Hooper
indicated in the case of Premium Associates v. J. FF. Hooper et al. that
on July 7. 1958, he sold all of the stock in the corporation to Rhodes
Optical Company, Ine. and that he owned no stock in the corporation
thereafter. [10, p. 18: 43.]

Althongh Mr. Hooper retained the title of corporate ;.m-.-idmn after
the conveyance of a substantial stock interest to Rhodes Optical Com-
pany, Inc. [160.], Mr. Hooper states that his control of the company
ceased during the summer of 1958 and that he thereafter participated
in the corporate affairs only to the extent desired by Rhodes Optical
Company. Inc. for the purpose of maintaining sales. The nominee
offers in substantiation of these assertions a letter dated April 25,
1975, to himself from Mr. Roger (. Landrum of Jackson, Mississippi:

Due to the rapid growth of the business and in order to
assure its continued growth and expansion, it was decided
that additional capital shounld be invested. You asked that I,
as the company attorney, assume the.responsibility for locat-
ing such capital. I contacted several different sources and
finally made contact with Rhodes Optical Company of At-
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lanta, Georgia. through a businessman who enjoyved a good
reputation in the Georgia political and business communities,
I undertook a very intensive investigation of Rhodes and
its principals, including going to Georgia and Florida, check-
ing with individuals there such as bank presidents, looking at
other businesses in which Rhodes had invested and doing
everything within my ability to assure myself that Rhodes
would be a desirable type investor. My investigation led me
to the definite conclusion that it would be and T so recom-
mended to you.

Based on my recommendation, Columbus Canning entered
into certain contractual relationships with Rhodes, While T
do not remember the exact terms of the arrangements, T do
recall that one Ray Goodman, a principal of Rhodes, assumed
almost complete control of the affairs of Columbus Canning
and that your services were retained only to the extent de-
sired by Rhodes and Goodman. T recall being present in the
offices of Columbus Canning on several oceasions during the
early stages of this relationship when Goodman wonld call
past and prospective new suppliers of raw materials and
assure them that Rhodes was to gnarantee the accounts.
Apparently these suppliers must have made credit checks
and received the same type information that I did because
they immediately started shipping materials in unlimted
quantities,

It was expected that the infusion of additional capital by Rhodes
Optical would permit the corporation to engage in added promotional
activities and expand its sales. The anticipated expansion never materi-
alized. During 1958 the corporation’s assets were eneumbered by a
$30,000 deed of trust in favor of Tintin Corporation, as well as by four
chattel mortgages exceeding $24,000. On January 27, 1959, the corpo-
rate assets were further encumbered by a deed ‘of trust executed by
Mr. Hooper as President in favor of Waeisse and Geller et al. for
$40,000. This deed of trust was secured by all the real and personal
assets of the canning company. The earlier deed of trust in favor of
Tintin was subrogated to it

By the summer of 1959 the corporation had virtually ceased opera-
tions and on August 15, 1959, Weisse and Geller foreclosed on its
collateral. The corporate properties were sold for $41,600.* Dun and
Bradstreet in its supplemental report dated August 19, 1959, gives the
following account of the termination of the Columbus Canning
Company :

Current efforts to interview President, James F. Hooper, have been unsuccess-
ful. Efforts to develop information relative to the remaining assets and liabilities
of the company have not been fruitful. However, it is known that the mortgage
which was foreclosed covered land. buildings, machinery, equipment, office furni
ture, fixtures, trucks and trailers of the company, and all were sold August 15th.
It is unlikely that there are any assets left to speak of in the corporation. Liabili
ties have been estimated In some quarters to range between £200,000 and £500,000
Apparently, there have been no provisions made for these liabilities. [161.]

™ Refer to Document No. 57 indleating fillng in the Lowndes County Chancery Court
of the following

1. 7-1B-8R, £30.000 deed of trust to Tintin, Inc.. Book 278, page 250

2. 1-17-50, $40.000 deed of trust to Welsse and Geller, Book 286, page 59

™ Refer to Document No. 57 Indleating foreclosure by deed of Aupgust 19, 1059, recorded
at Book 201, page 101, In the Lowndes County Chancery Court
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In a suit subsequently brought by one of its ereditors the unpaid
corporate debt was stated to be in excess of a half million dollars.
[ 10, pp. 23-26. |

[nformation is available relating to only two of the corporation’s
unpaid obligations as of the date of its dissolution. The first of these
is a $61.000 debt owed Premium Associates Inc. which was the subject
of a lawsuit filed against Messrs. Hooper and Thomas in March of
1960. [42.] Premium Associates’ alleged that a coupon collection and
advertising contract signed by Mr. Hooper in August, 1957, three
months before incorporation of Columbus Canning Company, was
an obligation of the partnership. The jury returned a verdict in favor
of Messrs. Hooper and Thomas, finding that the written contract
executed by Mr. Hooper had been superseded by an oral agreement
between the parties to the effect that the corporation rather than the
partnership would receive the benefits and bear the liabilities under
the contract. [44. ]

According to Mr. Hooper, he and Mr, Thomas personally guaranteed
certain debts owed to the American Can Company. They “agreed to
pay American Can Company the amounts due on its account at the
time of the sale of Columbus Canning Company to Rhodes Optical.
The amount was approximately $30,000 or §15,000 for each of the
partners.” [166.] According to Mr. Hooper this was the only debt he
inherited as a result of the demise of Columbus Canning Company,
Ine.

Between the date of foreclosure in 1959 and the end of 1966 the
Columbus Canning tract changed ownership five times. On Decem-
ber 9, 1966, it was acquired by Mr, Brooks.® It was subsequently trans-
ferred to Standard Union Life Insurance Company and, on August
20, 1969, Standard Union conveyed the property to Mr. Hooper,*® The
tract was subsequently sold to Weyerhaueser Company as a part of the
farm.

¥ §oe Document No. 57 lsting fililng in the Lowndes County Chancery Court of the
following
1. Doed to Radeliffe Investment Company dated November 20, 1966, and recorded at
Book AR, page 288
o Deed from Roadeliffe to Brooks dated December 9, 19606, and recorded at Book 380.
= Conveyance of the Columbos Caoning tract to Standard Unlon Life Insurance Company
uhsequently to Mr. Hooper is discussed at pages 25 through 27.
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APPENDIX 1

Hoorer Damry FarMm AccouNTING ANALYsIs
[. Introdue tion.

From spring, 1967, until August 19. 1969. Mr. Hooper and Mr.
Brooks retained the services of Tonche. Ross & Company, Memphis,
Tennessee, to maintain the books of the partnership and prepared all
its tax documents,

T. E. Lott & Company of Columbus, Mississippi, was retained by
Mr. Hooper to prepare the partnership’s 1969 tax return. This aceount-
ing firm had represented Mr. Hooper for some time prior to 1969.

The following accounting analysis is based upon information re
ceived from these accounting firms and documents furnished by Mr,
Hooper. ¥
I1. Background.

James F. Hooper and Everett H. Brooks formed a partnership, the
Hooper Dairy Farm, commencing operations as of January 1, 1966.
This partnership originated from discussions held and agreements
reached by them in 1965, A formal partnership agreement was not
drawn up. The following analysis of the financial relationship of
Messrs. Hooper and Brooks in the operation of the Hooper Dairy Farm
15 based on various documents referenced in the attached Table of Doc-
uments, In this Appendix factual data is referenced to these documents
in the same manner as in the Report,

For some years prior to the formation of the partnership Mr. Hooper
had maintained a checking account. *.J. I, Hooper—Farm Account™
(Farm Account), in the First Columbus National Bank, Columbus,
Mississippi. This same account was used by the partnership and by
Mr. Hooper in the years sibsequent to termination of the partnership.

On October 18, 1065, Mr. |'.|'u:||\'~1|u]m_~iT|-r1 $15.000.00 in this account.
On November 10, 1965. the proceeds of a $50,000.00 loan obtained from
the National Bank of Commerce, Memphis, Tennessee, were also
deposited in this account. On this same date Mr. Hooper withdrew
$25,000.00. As of December 31. 1965. the outstanding checks drawn
on the Farm Account exceeded the balance according to the bank
statement by $7.327.62. On January 3 and 7. 1966, Mr. Hooper made
deposits totaling $7.500.00 to cover the overdraft.

On June 14, 1966, a half interest in the Hooper Dairy Farm real
property was conveyed by Mr. Hooper to Radeliffe Investment Com
pany (Radeliffe) for $100,000.00.} Mr. Hooper deposited Radeliffe’s
check for that amount in the Farm Aceount on June 16, 1966. On the
same date a check was drawn on the Farm Account. payable to the
National Bank of Commerce, Memphis, Tennessee. in the amount of

' Radeliffe was an Intermediary under a real estate purchase arrangement devised by

Mr. Brooks as a tax shelter. See Appendix I11. Radeliffe subsequently conveyred the half
Interest in the farm property to Mr. Brooks
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$90,676.67, repaying loans made November 9, 1965, and January 13
and 25. 1966. in the amounts of $50.000.00, $15.000.00 and $25.000.00,
respectively, plus interest of $676.67.7 The $100,000.00 received from
Radeliffe was credited to Mr. Hooper's capital account. In addition
Mr. Brooks assumed half of the mortgage on the farm property owed
to Prudential Insurance Company in the amount of $150,000.00. Mr.
Hooper's 1966 U.S. Individual Income Tax Return reported the selling
price for the half interest in the farm property as $175,000.00.

As of January 1, 1966, the partnership acquired assets totaling
$177.-1ll{}_i"1 from Mr. “lmiu"t' and assumed his Iu'l‘\-llll:t! indebtedness
of $155.190.42, as follows:

First Columbus National Bank ) ol g £30, 000, 00
U. M. & M. Credit Corp-. W S N T e PP n2, 82, 80
Overdraft of checking acconnt—First Columbus National Bank._ .. 7,327, 62
National Bank of Commerce . . e reeee DO, 000, 00
E. H. Brooks—October 18, 1965 : . _ 15, 000. 00

Total it - . — 155, 190, 42

Mr. Brooks’ capital account was credited by Touche, Ross & Co. for
his $15.000.00 contribution of October 18, 1965, The item was treated
also as a debt of Mr. Hooper because the money was used in the pre-
partnership period.

In accounting for the operation of the dairy farm, the partners
were to share equally the profit. loss and income from the sale of lots,
timber and gravel (land income). The partners were to be individually
charged with personal expenses paid out of partnership funds and
were to be given eredit for partnership expenditures made out of their
personal funds. Pavments on the Prudential Insurance Company
mortgage were to be made by the partnership and charged equally to
the partners.* The partners agreed to put up $50,000.00 each as capital
and that contributions in excess of this amount would be credited to
their loan accounts. In 1968, however, the loan accounts were closed
into the capital accounts.

II1. Inconsistencies Contained in Mr. Hooper's Petition and Account-
ing.
Mtr. Hooper's “Petition and Accounting” filed in the Brooks Bank-
ruptey proceedings states:

The following constitute all payments to and withdrawals from the Hooper
Farm Account by both James F. Hooper and Everette Hope Brooks, according
to your petitioner's bank records, these deposits or payments constituting the
only payments ever made by Brooks for his equity in certain cattle and dairy
machinery and equipment. These withdrawals constitute the only payments
which Hooper received for his cattle, machinery and equipment which the
partnership agreed to purchase from him for §175,000.00, [30.]

® The bank's records Indicate that these loans were made as follows
Date, amount, and obligor

November §, 1905, $50,000, Mr. and Mrs. James F. Hooper

January 13, 1966, £15.000, James F. Hooper and Everett 11. Brooks

January 25, 1066, $25,000, James F. Hooper and Everett H. Brooks,

* This amount consisted of cattle and machinery—3$175.000.00. and stock of Reallclous
Dairies. Ine.—$2,400.00.

In 1966 and 1967 these payments were made by the partnership in accordance with
the agreement. In 1968, however, the entlre payment was made by Mr Brooks. The 1U6H
principal payment was deferred ; Mr. Brooks paid the Interest for that year.
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The following accounting furnished to the Bankruptey court as a
part of that document purports to be a chronological listing of all the
deposits and withdrawals from the Farm Account made by Messrs,
Hooper and Brooks from October 18, 1965, through December 31,
1969 :

Farm account

Deposits Withdrawals Deposits Withdrawals
Date (Brooks) {Brooks) (Hooper) (Hooper)

Oct. 18, 1965 (b) $15, D00, DO
Nov. 10, 1965 (a, b) 50, DOO, OO g
(b) 525, 000. 00

66 (c) 100, 00C. 00
Do

J.F.M. total for 196¢

1966 (land income)

Nov, 1, 1967

Nav. 21, 1967

Nov. 23, 1967

Dec. 15, 1967

Dec. 22, 1967

J.F.H. total for 1967

1967 (land income)

lan. 7, 1968 10, 000, 00

March 1968

June 21, 1968 5, 000, 00

Aug. 26, 1968 2,000.0

J.F.H. total for 1968 23,116, 00

1968 (land income) (2)9.323. 42

Aug. 31, 1969 2,000, 0¢

(Crump) June 20, 196 20, 0C0. 0D

(LRF) June 15

(Crump) June 23, 1969
Do

(). C. Bradford) June 24, 1969

(Marietta) June 24, 1969 25, 000. 00

(Brooks Co.) June 25, 1969

(Crump) June 26, 1969 40

(Marietta) )

(Bank of Yazoo C

(Standard Union) J . 196 95, 000. 00

(Crump) July 7, 19¢

(Marietta) July 14, 1969 (1) 50, DO, 00

(Standard Union) July 31, 1969 5, 000, DO

(LRF) Aug. 23, 1969

(Brooks Cotton Co.) Aug. 28, 1969 j

(LRF) Sept. 10, 1969 (i)1,0

(E.H.B.) Oct. 15, 1969 (e) 2, 000

J.E.M. total for 1968

{d) $90, 676

Total L 352, 760.7

This accounting is inconsistent in many ways with the workpapers
maintained by Touche, Ross & Co. and/or cancelled checks drawn on
the Farm Account. [19; 81: 82: 83: 84.1° The following discussion

shows their nature and magnitude.

In 1 d 196 3 ri« maide by the partnershi ’ dance with
the ner nt § ever, the entire pa | ide | ®. The 1069
prineinal payment was deferred : Mr for

* Notationg were made the bank statements F. Hooper-Farm Aecount,
6-20-69 to 7-19 nnd 7-20-680 to 8-19-69 to 'y of moxt of the larger checks
And the source of the deposits during this two month period. These notations were
made by Mr, Hoop

' The letter keys are references to items in the foregolng table

ar
-F
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(a) The deposits (Brooks) on 11-10-85, 1-11-66 end 1-24-66 of $50,000.00,
$15,000.00 and £25,000.00, respectively, represent the proceeds of the loans
obtained from the National Bank of Commerce in Memphis by Mr. Hooper and
Mr. Brooks and thus should not be shown as capital contributions of Mr. Brooks,

(b) The National Bank of Commerce loan of 11-10-65 and the capital con-
tribution of Mr. Brooks of 10-18-65 totaling $65,000.00, were used by Mr. Hooper
in financing the 1965 prepartnership tarm operations and thus were included
by Touche, Ross & Co. in the personal indebtedness of Mr. Hooper assumed by
the Partnership. Sinee the withdrawal (Hooper) of 11-10-85 of $25,000.00 was
made out of funds thus charged, it is excluded by Touche, Ross & Co. from the
withdrawals charged to Mr. Hooper’s capital account,

(¢) The 6-10-66 deposit (Brooks) of $100,000.00 represents the proceeds of
the sale of the half interest fn toe 1550 acre tarm to Radeliffe. Touche, Ross &
Co. shows this as a credit (cash contribution) to Mr. Hooper's acconnt,

The 6-10-86 withdrawal (Brooks) of £00.6076.67 is shown by Touche,
Ross & Co. to be the repayment of loans mentioned in “a" above. The interest,
$676.67, was charged to Mr, Hooper's capital account.

(e) The withdrawals (Rreoke) of 6-24-09 $£33.350.00, and of 10 1509,
£2 000.00, are corrected by reference to canceled checks to 6-24-69, F32.350.00
and 10-22-69, £200.00

(f) The deposits (Brooks) of 7-14-69, $50,000.00, indicated as received from
“Marletta” should have been attributed to “Standard Union Life Insurance
Company™, according to Touche, Ross & Co.*

(g) The deposits (Hooper) for “land income” for 1966, $10,024.94; 19467,
£10,306.42 : and 1968, £0.323.42 were credited on a 50-50 basis to the partners’
accounts by Tonche, Ross & Co. and Mr. Hooper's personal income tax returns
vrepared by T. E. Lott & Co.

(h) Withdrawal (Brooks) of 8-23-69, $4,750.00, indicated as a payment to
Little River Farms was a pavment to the order of “N.Y. exchange to Murry
Director.” We have not heon ahe to identify the purpose of this bank draft, It
was not signed by either Mr. Hooper or Mr. Brooks, This transaction was sub-
sequent to the date that Touche, Ross & Co. received the last document for
posting to the Hooper Dairy Farm hooks,

(i) Withdrawal (Brooks) of 9-10-60, $1.050.00. We eannot identify this item
to the eancelled checks of the J, I, Hooper—Farm Account

(j) Withdrawal (Brooks) of 8-28-60, $232.50, was a check signed by Mr.
Brooks payable to “Brooks Cotton Company" which was noted “Replacement of
check No. 6192—Brooks Cotton Co. transfer of funds.” This item appears to be
the regular interest payment on a $£30,000.00 loan from Murdock Acceptance Cor-
poration. Touche, Ross & Co. has consistently treated interest on this loan as a
partnership expense, chargeable to the farm operation. The loan was included by
Mr. Brooks in the bankruptey proceedings as a personal liability.*

The workpapers of Touche, Ross & Co. disclose that Mr. Hooper’s
accounts were credited, as of January 1. 1966, with the $175,000.00 sales
price for the cattle, dairy machinery and equipment. At this date, how-
ever, he also had personal indebtedness amounting to $155,190.42, as
discussed above, which was assumed and paid by the partnership and
charged by Touche, Ross & Co. to Mr. Hooper's eapital account on the
books of the Hooper Dairy Farm partnership. Thus, the Petition and
Accounting should have shown Mr. Hooper's equity in the partnership
assets as $19.800.58 rather than §175.000.00.

In contrast with Mr. Hooper’s Petition and Accounting. Touche,
Ross & Co. in recording the transactions which affected Mr. Hooper’s
acconnts credited cash contributions, his share of land income, expendi-
tures made on behalf of the partnership out of personal funds, as well
as the assets that were contributed, and charged his accounts with cash

» Spp dlscussion of the Marietta loan transaction contained at pages 31 through 33,

* Mr. Brooks advised the Staff that the $30.000.00 was borrowed from Murdock Accent
anee Corporatlon to purchase cattle for the partnership. The loan wax not secured and
was settled as n Mability of Mr. Brooks' bankrupt estate. [12, pp. 8B4-85.]
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withdrawals, personal expenses paid out of the Farm Account. half
of the partnership losses sustained, half of the payments to the Pru-
dential Insurance Company on the Farm mortgage., and Mr. Hooper's
personal indebtedness assumed by the partnership.

A Partnership Return of Income for 1970 was not filed for the
Hooper Dairy Farm. The Petition and Accounting contained data
pertaining to the 1970 farm operation, including a $15,000.00 loan from
Mrs. Hooper, 1970 land rent of $13.500.00, and 1970 salary for Mr.
Hooper of $12,000.00, beeanse at the time of its preparation no final
decision had been made as to the date of the termination of the partner-
ship. The inclusion of such data is inconsistent with the fact that the
partnership was eventually terminated as of December 31, 1969.

The Petition and Aeccounting included the following balance sheet
of the partnership prepared as of some date in 1970 -

Ralance sheet
Assets;
Cattle and present appraised value Y $76, 725.
Machinery and equipment as per appraisal : 34, 000,
Accounts receivable_ e ok i = . . 3, 500,
Cash L A s : : ) o211,

Total nssets___ = . o i N , 436, 07

Liabilities:
Accounts payable to 3rd parties ; - ! 34, 000. 00
Notes payable to First Columbns National Bank 2 140, 000, DO
Acerued interest to bank______ v 12, 664. 0
Owed to Hooper for excess contributions or capital account 177, 846, 08
Owed to Brooks for excess contributions or capital account . 287,070, 33

Total liabilities_ i LSS - ik - 651, 580. 41

L This 18 an Incorrect additfon. The correet sum of the figures shown Is $116.436.07

This balance sheet shows a liability owed to M. Hooper of $177.-
B46.08 for “excess contributions or capital acconnt.” This, liowever,
includes the 1970 transactions amounting to a total of $40.500.00. which
are not properly attributable to the partnership. After deducting this
amount, the partnership liability to Mr. Hooper should be shown as
S$137.346.08,

Tonche, Ross & Co. shows Mr. Hooper's capital account with a
deficit balance of $52,118.38 as of December 31, 1968. This deficit would
be increased to $94,397 after posting all transactions affecting Mr.
Hooper's account for 1969,

The balance sheet in the Petition and Account ing shows $287.070.33
owed to Mr. Brooks for “excess contributitons or capital account.”
According to Touche, Ross & Co.. Mr. Brooks® capital account balance
as of December 31, 1968, was $115.004.45. A fier the posting of 1969
transactions affecting Mr. Brooks' account his balance would be ad-
justed to $95.758.00. The accounting for 1969 transactions is discussed
at pages 55 through 56 of this Appendix. The capital balances com-
puted by Touche, Ross & Co. are reflected in the 1968 partnership tax
returns prepared by that firm, copies of which were provided to Mr.
Hooper and to T. E. Lott.
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IV. Preparation of the 1969 U.S. Partnership Return of Income for
the Hooper Dairy Farm.

The 1969 Partnership Return of Income for the Hooper Dairy
Farm, prepared by T. E. Lott, was filed on September 14, 1970. Sched-
ule L (Balance Sheets) and Schedule M (Reconeiliation of Partner’s
Capital Accounts) were left blank on this return. On September 25,
1975, Mr. Eugene T. Beard, “Jr.. Senior Partner, T. E. Lott & Com-
pany, in an interview indicated that:

(a) T. E. Lott had prepared the 1969 partnership return from incomplete
{nformation received from Mr. Hooper and from T. R. & Co. [14, p. 1.]

(b) The 1969 partnership return is correct except that there was no informa-
tion regarding balance sheet items, [14, p. 1.]

(e} T. F. Lott had moved their office in about November, 1974, and had
destroyed all working papers on individual tax returns that were over 6 years
old. [14, p. 1.]

(d) The working papers for the 1969 partnership return were also destroyed.
[14, p. 1.]

{e) T. E. Lott was never furnished any bank statements. The cash transac-
tions of the parinership were reconstructed from a book maintained by Mr.
Hooper which supposedly contained all of the deposits and checks of the J. F.
Hooper—Farm Account which related to the partnership operation. [14, pp. 2,
12-15.]

(f) T. E. Lott received a 1068 partnership return from Touche Ross & Co.
[14,p.8.] "

(g) T. ]1 Lott had no information regarding assets other than physical assets,
[14, p. 4.]°

(h) He didn't know anything about the $153,500.00 received from Standard
Union Life Insurance Company in 1969, [14, p. 5.]

(1) He was not aware of the £15,000.00 due from Little River Farms. [14, p. 6.]

(1) He was not advised of a $10,000.00 indebtedness dve from Dabney Crump,
[14, p. 6.]

(k) He was not aware of the $50,000.00 liability attributable to funds received
from the Bank of Marietta. [14, p. 6.]

(1) Information for the 1969 tax return was furnighed to him only by Mr.
Hooper. He believed this information consisted of data from Touche, Ross &
Co. through August, 1969, and data compiled by Mr. Hooper after that date.
[14, pp. 6-7.]

(m) In years prior to 1969 he had talked to Mr. Stark of Touche, Ross & Co.
regarding the partnership accounts, As time went on their communications
became less frequent and thus he knew nothing of the transactions referenced
inh, L jand k above, [14. p. 7.]

{n) He did not recall making an effort to obtain the bank statements from
the First Columbus National Bank (J. F. Hooper—Farm Account). [14, p. 7.]

(o) “Something happened up in Memphis with Touche, Ross in August . . .
no records were available to Mr. Hooper after August.” [14, p. T.]

Many of the foregoing statements are contradicted by items of cor-
T‘(’rf-]llall(]l'llt'o.' set forth in the following Exhibit :

EXHIBIT 1

CoRRESPONDENCE INVOLVING T. E, LOoTT & COMPANY IPARTNERSHIP
ACCOUNTING, 1969-T1

Oetober 1, 1969, from Ms. Martha Coleman, Touche, Ross & Co., to Mr. James
F. Hooper :

Enclosed are the analysis of your drawing account for the years 1966
through 1968 and a list of checks drawn from 1969 through July 31
Sorry it took so long. If you need any other information, please advise,
[102.7

W These two statements are inconsistent heeause the 19688 partnership tax return
prepared by Touche, Ross & Co. fnclunded a balance sheet which showed the balanees of

the partnership assets, labilities, and the partners’ eapital accounts as of December 31,
1668
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November 26, 1969, from Mr, Hunter M. Gholson, to Mr. Eugene T. Beard, T. E.
Lott :

This will follow up our conference of November 18, 1969, regarding
the Uniou National Bank of Little Rock, Arkansas, claim to the Hooper
land.

It was my understanding that You would discuss various items in
the tax returns which we studied with the partner in the Touche Ross
firm who prepared these returns After this we need to get together
with Jim Hooper and go over the entire matter so that we can pre
pare to defend such claim as they may press,

I will be glad to get together with you and Jim at a time of mutual
convenience, [104.]

December 18, 1069, from Mr. Engene T. Beard, T. E, Lott, to Mr. D.
Stark, Touche, Ross & Co.

This is a follow up of our conversation on Tuesday. I have leen
out of the office nnd have not been able to forward you the enclosed
material.

It appears from our records and from the statements of Mr. Hooper
that the farm equipment covered under the U.M &M. lease was not
covered in the =ale of the £41,600 of farm machinery by Hooper to
the partnership.

It would therefore seem that the BEZNO due UM.&M. at the time
of the formation of the dairy should have been charged to Machinery and
Equipment rather than to Mr Hooper,

We will be glad to answer any further questions that you have on
this matter.

Mr. Hooper also requested that we ask you for a copy of Mr. Brook's
personal account on the partnership records from inception to the
present.

As you know, Mr. Hooper is quite concerned about the condition of
Mr. Brook's personal affairs on the partuership and we are trying to
elarify the situation as much as passibile

We will appreciate your cooperation in this matter. [1035.)

January 24, 1970, from Mr, D, ¥. Stark, Touche, Ross & Co., to Mr., Eugene

T. Beard, T, E. Lott :
In accordance with your request, we are enclosing an analysis of Mr.
E. H. Brooks’ eapital account on the books of Hooper Dairy m from
January 1, 1966, to December 31, 198, and also a lst of 1969 fransac-
tions affecting that aceonnt
We have reviewed our files with respect to the accounting for the
POZS62.50 UAL&M, Credit Corporation obligation and we believe the
accomting was proper.

Our understanding of the business relationship of Mr. Brooks and
Mr, Hooper was that they entered Into a partnership on January 1,
1066, to operate a dairy farm on Jointly owned land. The farm had
been operated previously by Mr Hooper as a sole proprietorship. On

imuary 1, 1966, Mr. Hooper sold all the eattle and machinery used in
the dairy business to the partnership and assumed certain indebtedness
of Mr. Hooper whieh had been ineurred in connection with the dairy
business, ineluding the obligation to [7.M &M. Credit Corporation in the
amonnt of £52 862,50

After January 1, 1966, all pavments on the indebtedness of Mr. Hooper
assumed by the partnership were paid out of partnership funds

On May 2, 1967, we et with Mr Hooper and Mr, Brooks concerning
the operation of their dairy farm. Af the meeting Mr., Hooper furnished
a balance sheet of the dairy farm dated October 15, 1965, which listed
an item for machinery and cattle at £175.000 and the 1. AML&M. obliga-
tion at $60,000, Mr Hooper explained that he had previously sold his
equipment and leased it back, that this transaction had been treated
merely as a financing arraugement on his records and that the equipment
was that shown in the balance sheet, A list of the equipment was at-
tached to the balance sheet
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We were furnished a copy of a letter from Mr. Hunter M. Gholson to
vou dated Janunary 27, 1964, in which Mr. Gholzon explained the finane-
ing arrangement and made reference to a “Schedule A" attached. The
attached schedule contains a list of equipment involved which is the
same as that contained In the list attached to the Oetoher 1R, 1965 hal-
lance sheet, Following the Hst of equipment on the “Schedule A" there
iz language to the effect that it deseribed all the items located upon the
dairy farm owned hy Mr. Hooper

On May 25, 1967, we met again with Mr. Brooks and Mr. Hooper rela-
tive to acconnting for their business relationship. During the meeting
we discussed with you by telephone Mr. Hooper's sale of cattle and ma-
echinery to the partnership and on the following day we wrote you enclos-
ing a copy of a schedule showing the computations of Mr. Hooper's gain
from the transaction. The total basls for computing the gain was taken
from the depreciation schedule on Mr. Hooper's 1965 income tax return.
A copy of our letter was sent to both partners.

Again, on June 7, 1987, we wrote you with a copy to the partners
enclosing a copy of the 19668 partnership return and advised that in
preparing the retunrn we had alloeated the purchase price of $175.000 for
the property acquired by the partnership from Mr. Hooper as follows:

Cattle _______.. T - : : £123, 400
Machinery SRS 41 3 o . 51, 600

Total ~—=ic_= t i "1 SOCIOUNY

Alsn enclosed was a copy of a schedule dated June 1, 1987, showing
an analysis of Mr, Hooper's acconnt wherein he had heen credited with
the £175,000 sales priee for eattle and machinery and charged with vari-
ong items of his business indebtedness assumed by the partnership
Inelnding his obligation to the U.M&M. Credit Corporation. After a
suhsequent telephone conversation with yon, the allocation of the pur-
chase prlee was changed to decrease the amount allocated to machinery
to £41,800 with the balance alloeated to eattle,

To summarize the situation. the aceounting treatment on the books of
Hooper Dairy Farm reflects the payable to U M&M. Credit Corporation
becanse we were informed that the sale-leaselimek had bheen treated by
Mr. Hooper as a financing arrangement rather than a sale and that the
equipment covered by the “lease” was ineluded in the assets sold to the
partnership,

We are sending copieg of this letter to all interested parties to inform
them of the question involved, together with a copy of your letter. [107,]

August 4, 1970, from Mr. Roy W. Hendrix, Jr., Trustee in the Brooks Bank-
ruptey proceedings, to Mr. John Paul Jones, attorney for the Trustee :

I need to get an up-to-date report from yon on the status of the Hooper
Dalry and the Little River Farms matters, particularly as to Hooper
Dairy. Hunter Gholson has filed a Petition seeking the abandonment of
the Hooper Dairy assets to Mr. Hooper. T have met with Roy Thurmond
of Touche Ross and he states that there are many matters involving
Jim Hooper which need to be resolved,

It appears that he got away with gome £115,000.00 in assets and hasn't
furnished Information requested by the aceountants. There are just
many unanswered questions, many of which I am sure he can adequately
answer, Nevertheless, we must get the proper answers hecanse just too
much money ran through this account and there were too many com-
plicated transactions for me to {gnore them,

I would therefore like to get completely up-to-date on this matter well
before your official report to the Court, [120.]

Auvgust 5, 1970, from T. E. Lott & Co, to Mr. Hunter M. Gholson :
At your request we have prepared a Statement of Assets and Liabili-

ties and an Income and Expense Statement for Hooper Daliry Farm as of
December 23, 1969

The statements were prepared from information and reeords furnished
to us hy Mr. James F. Hooper and by the Firet Columbus National Bank.
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The estimate of the value of machinery, equipment, and cattle was
made by Mr, Hooper,

We made no independent confirmations or details audit of the records
of the Hooper Dairy Farm other thay verification of the bank loan
and acerued interest,

Due to the absence of nsually accepted auditing procedures on the
part of thisx office, we cannot express an opinion regarding the correet-
ness of the attached statements. [121.]

August 6, 1970, from Mr. Hunter M., Gholson to Mr. Roy W. Hendrix, Jr.,
Trustee :

I have received a statement of assets and liabilities and an operating
statement for 1069 for Hooper Dairy Farm furnished to me by Mr,
Eugene T, Beard, a certified public account of T, E. Lott & Company,

Two copies of these statements are enclosed, If you wish Mr., Lott's
office to prepare the income tax return for 1969, 1 presume that they could
do 50 from these statements, or 1 presmme that the statement could be
used for preparation of the return by Touche Ross & Co,

I trust that it will serve the further purpose of indication to you and
your investigating assistants the lack of equity on the part of the bank-
rupt estate In any assets of this dairy farm. T know that the note to
First Columbus National Bank is delinguent, and 1 do not know how
any arrangements can be made to pay it off until the matter of the bank-
rupt estate's interest in this dairy farm can be settled. I realize that
thiz is just a small part of a very large and complicated myriad of
problems which you have. Realizing that, we waited since January hop-
Ing that the matter would be resolved in the due course of the hank-
ruptey proceedings and without the bank note coming to for Josure,
However, this has now become a matter of some urgency, and we trust
that it ean be resolved without much more delay,

I will be glad to cooperate with yon in any way in further proceedings
it this matter, [122.]

December 20, 1970, from Mr. Hunter M. Gholson to My, Eugene T. Beard, T. B.
Lott :

Enclosed please find a copy of a letter I have received from Mr. John
Panl Jones relative to a partuership accounting, a copy of my answer
and a copy of a preliminary accounting which 1 have prepared based on
the records brought to me by Jim Hooper about a week ago. It is my
understanding from Jim that since we prepared this prelimi draft
of an accounting, he has compiled additional figures which he has gone
over with you and which will change the figures, hut not the bhasice thrust
and position of this accounting,

I would appreciate your examining these documents and an opportu-
nity to get with you and perhaps with Jim in the next several days 50
that we may make such changes as you think appropriate, I hope that
we can prepire a document that will present this matter in the lght
most favorable to Jim and which will also Le sufficient to withstand
serutiny and cross-examination based on the obviously differing account-
ing which will be presented by Touche, Ross & Company, [130.]

March 2, 1971, from Mr. Hunter M. Gholson to Mr. Eugene T. Beard, T. E.
Lott :

On February 18, 1971, Jim Hooper and T met with Mr. John Paul Jones
representing the trustee in bankruptey of Everette H. Brooks. Mr
Hooper was deposed and Mr. Jones seemed basically satisfied with his
answers regarding the dairy partnership. He would like copies of the
1969 State and Federal income tax returns for the Hoopers and a 1970
financial statement on the operation of the dairy, I don't know what you
iind Jim had planned to do regarding the 1970 tax return, but it was Mr,
Jones' opinion that we should proceed to file a tax return and consider it

" Although T. E. Lott & Co. stated that they could not express an opinfon as to the
Acenracy of the December 23, 1060, financinl statement. they dld not Alsclome that they
haddl the Information, Ineluding the 1068 Partnership Tax Return, which would indicate
that the accuracy of this finanelal statement was highly questionable
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a partnership in the process of liquidation. If you conld furnish us coples
of the income tax returns requested and prepare anything for 1970 which
might satisfy the trustee, we would appreciate it, Jim or 1 or both will
be glad to set with you at your convenience about this. [131.]

March 3, 1971, from Mr. Eugene T. Beard, T. E. Lott, to Mr. Hunter M,
Gholson :

Please find encloged coples of the income tax returns for 1969 for J. F.
and Virginia Hooper and for the Hooper Dairy Farms.

With reference to the preparation of the income tax returns for 1970,
Jim usnally furnishes us with a worksheet which he prepares from his
hank statements and we can prepare a return for the Hooper Dalry Farm
after we receive this information. [132.]

V. Tabulation of C'losing Capital Balances.

The balance of the Hooper Dairy Farm Partnership as of Decem-
ber 81. 1969, cannot be established with precision. As the tabulation
below will indieate, however. it appears that as of this date Mr. Hooper
had a deficit balance of at least $94.397.00, while Mr. Brooks had a

balance of about $95,758. This tabulation is based on copies of work-
papers and files obtained from Touche, Ross & Co.. from the 1969
checks and the 1969 partnership tax return prepared by T. E. Lott and
from Mr. Hooper’s Petition and Accounting.

Analyses of the partnership capital accounts derived from Touche,
Ross & C'o. workpapers and tabulated from the U.S. Partnership Re-
turns of Income for the years 1966 through 1968 are in balance as of

December 31, 1968, These analyses of the partners’ capital accounts
are as follows: 12

HOOPER DAIRY FARM—ANALYSIS OF PARTNERS CAPITAL ACCOUNTS FOR THE YEARS 1966 THROUGH 1969
(FROM U.S. PARTNERSHIP RETURN OF INCOME)

Total Hooper Brooks

1966 (from U.S, partnership return of income)
Capital contributed during year : $100, 000 $50, DOO $50, 000
Loss O (32,738) (16, 369) (16, 368)

Capital account at end of year. . 67, 262 33,631 3!..831
1967 (from U.S, partnership return of income)

Capital contributed during year . s 99,910 0 99,910

Loss _ . . (39, 800) (49, 900) (45, 900)
Withdrawals and distributions (15, 515) (8.938) (6.577)

Capital account at end of year 51, 857 (25, 207) 77, 064
1968 (from U.S. partnership return of income)
Capital contributed during year 106, 632 20, 830 85, 742
Loss s e = (95, 604) (47, 802) (47, 802)

Capital accounts at end of year, .. : S 62 83;5 (52,119) il 115, 004

Hooper Dairy Farm—Analysia of James F. Hooper capital aceount for the 3-year
period Janwary 1, 1966, through Decembor 31, 1068 °

Jan, 1, 1966 :
Purchase of properties :
Cattle and machInNery . oo icn e cac e mra—— e 8175, 000. 0O
Stock of Realicious Dairies il 2, 400. 00

Subtotal s e A ___ -~ 177, 400. 00
* From Touche, Ross & Co. work papers

13 A recapitulation of the partners' eapital accounts for the entire four year term of the
partnership is attached as Exhibit IT to this Appendix.
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Hooper Dairy Farm—Analysis of James F. Hoaoper capital account for the

J-year
veriod January 1, 1966, through December 31, 1968 Continued

Jan. 1, 1966—Continued
'urchase of properties—Continued

Less Indebtedness ass

First Columbus Nati

nal Bank

- LY
UM, & M. Credit Corp 80
Overdraft of checking aecount First Columbus Na
tional Bank .62
E. H. Brooks—Oe¢t, 18, 1965 ()
National Bank of Commerce—Noy, 10, 1965 20, 000, 00
Subtotal L 155, 1. 42
Total (purchase of properties) 22, 209. 58

Cash received :
Jan, 3, 1966, J. F. Hooper 6. OO0, 00

Jan. 8, 1¢ . F. Hooper 2 500. 00
June 16, 1966, Radeliffe = 100, 000, 00
Dec. 22, 1966 (error-adjustment ineluded in 1967 draw ings) 2, 000. 00
Total (cash received) 108, 500, (0
Partnership expenses paid by Mr. Hooper 1, 130. 87
Land income—one-half 5, 012, 47
Subtotal 87. 09
Loss .
Drawings—1066 03
Larss—14966-— 08

Subtotal

Jan

Land income—one-half

sSubto

Less :
Drawings—1967 34, 010. 75
Prodential loan payment—one-half 6, 376, K7
Loss—1967—ome-half 19, 80D, 88
Total — 00, 487, 48
Balance Dec. 31, 1967 14, 138, ¢4

Jan. 1, 1¢ -
Balance - 1

i, 138, 64
Land income—one-half §, 661. 71
Subtotal = : 18, 800
T.e88 :
Drawings—1068 NE 23, 116. 60
Loss—1968—one-half — - 17, 802, 13

Total . : —70, 918, 73

—52, 118. 38

Balance Dee. 81, 1908 —defelt
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Hooper Dairy Farm—Analysis of Everetl

H.

Brooks capital account for the

-year period January 1, 1966, through Decembor 31, 1968 <

Jan. 1, 190646 :

Advance to James F. Hooper, Oct. 18, 1965
Cash recelved :

March 10, 1966

April 22, 1966

May 27, 1966

Subtotal

Stock of Agricultural, Industri
Land income—1966—one-half

loss—1086—one-half

Tans

Balance Dec, 31, 1966 oo

1, 1967 :

Balance

Cash received

Cattle purchased

Land income—1967—one-half
Partnership expenses paid by Mr, Brooks

Subtotal
Less :

Prudential loan payment
1967

one-half

Loss one-half

Total
Balance Dec, &

1, 1068

Balance

Cash received

Land income—19H6
Prudentinl loan pa (1
Skylark Buick aut s pu
Partnership expenses paid by

n5eil

Mr. Brooks

Subtotal

Less ;
Drawings
National Bank of Commerce I
cends )
Loss—1068 \f

Total

Balance Dec
' From Touche,

a1,

Ross & Co, worl

1968

The following table shows adjustment
colints necessary to reflect
comments which follow :

54

Development Co

215, 000, 00

L (N, 06
L 00, 10
o UMD, (M)

o, DLN), (KD
o, 012, 47
87, 012

165, 368, U=

= 70, 643. 49

10, 643, 49
43, K10, 00
56, 100, 00
5, 153. 21

i, 466, 40

182, 173. 10

4, 576, 87
1), 8O0, 86

o, 476, T

Brooks)

for partnership

, 913. 95
Brooks received pro
15, 000, (0
47, 802, 12
67, 7T16. 07

115, 004. 45

s to the partners’ capital ac

1969 transactions. It 18 'hu_\'i_-if to E-XIr]:lit:l‘i|1"\'




Comment Mr. Brooks Mr. Hooper

Balance Jan, 1, 1969 $115, 004 L 119)
1969 Loss—Shared (59, 509) , 509)
1969 Partners salary , 500
1969 Sale of cattle—Shared 17, 980 , 980
1966-68 salary adjustment 2 (14, , 150
1969 Land income—Shared 2,45 455
1969 Partnership expenses paid out of personal funds 1,

1969 Skylark Buick repossessed (1, 6

1968 Prudential loan payment—Shared (7, . 573)
1969 Prudential loan payment (interest only) paid by Mr, Brooks 8, 22(

1969 Prudential loan payment—Shared (4,

1969 Agricultural Industrial Development Co.—Stock (2,

1969 Realicious Dairies, Inc.—Stock (1

1969 Partners drawings

Subtotal 3 53,

Deposits—Standard Union Life Insurance Co.

Apr, 11, 1969 , 500

July 2, 1969 , 000

July 17, 1569 50, 000

July 31, 1969 5, 000
Deposits—Dabney Crump

June 20, 1969_ 20, 000

June 23, 1969. , 000

June 26, 1969, 000
Payments—Dabney Crump

June 23, 1969 . . 000)

July 7, 1969 000)
Deposits—First National Bank of Marielta, Ga

June 24, 196 25,000

June 30, 1969. 000
Deposit—Loan—Creditor unknown: Jan. 3, 1969 , 200
Payments

E. H, Brooks—May 23, 1969 2,000)

). C, Bradford & Co.—June 24, 1969

The Brooks Co,—June 25, 1969

The Bank of Yazoo City—June 30, 1969

Consolidated Business Services—Oct, 22, 1969

Little River Farms— June 20, 1969 , 000)

NY exchange to Murray Director (4,750)

Balance Dec. 31, 1969 95, 758 (94, 397)

COMMENT

(a) The 1969 Partnership operating loss is taken from the 1969 1.8, Partner
ship Return of Income prepared by T. E. Lott. Since the workpapers of 1. E
Lott were destroyed there are no adjusting jonrnal entries and this figure can-
not be veritted.”

(b) On the 1969 partnership return £18500.00 was recorded as salary of
Mr. Hooper, Mr. Hooper claims a salary for the 4 years in which the partnership

xisted of $12,000.00 per year, or $45,000.00. He was given credit for salary in

the amount of $18500.00 on the 1969 partnership tax return leaving a balance
due him for salary of $20.500.00. Since this $29.500.00 would increase the partner-
ship loss by the same amount and half of the loss wounld be charged to his
capital account, the net adjustment is a eredit to Mr. Hooper of £14,750.00 and
a charge to Mr. Brooks of a like amount

(¢) The 1969 partnership return showed this sale of eattle for $335.900.00 as
“old-cull milk cows raised,” and no depreciation was taken for this asset. The
full sales price is shown on the return as a “Gain on Sale of Exchange of
Property under section 1231." Touche, Ross & Co. treated this same transaction
as a reduction of the asset account for cattle at salvage value, and thus did not
recognize any gain.

W According to the rship soffered cumulative
losses for the yvears 1966 through £ th tof £ ) 1 Mr. Brooks*
shore was 16560000 and Mr % " £137.100.00, Mr. Hooper's share of
h mrtnership operating losses 1 r adjustment for salary is $1& M./, Mr. Brooks"

of the partnership operating losses after the salary adju nt Is incrensed to
A00.00 .




1d) Land income of $4,910.00 is shown on Mr. Hooper's 1069 Individnal Return.
However, to give consistent treatment this item should be allocated on a 50-50
basis to the partners, Touche, Ross & Co. showed $£3,095.00 as land income for
1968 through 8-19-69,

(e) The §1,005.00 for Mr. Brooks' expenses on behalf of the partnership was
taken from the Touche, Ross & Co. workpapers. This figure may be incomplete.

(f) This item for a Buick automobile apparently purchased for Mr. Hooper's
use was taken from Touche, Ross & Co. workpapers,

(g) Prudentinl mortgage payments were chargeable to the partners on a
50-50 basis. This entry adjusts the 1068 payment which was made by Mr. Brooks
individually. Mr. Brooks is also given credit by Touche, Ross & Co. for the 1969
interest payment on the Prudential mortgage which he made individually and
both partners are charged with half.

(h) These stocks, according to Touche, Ross & Co. files, were worthless. T. E.
Lott did not include them as assets in the December 23, 1969, balance sheet.

(i) Touche, Ross & Co. showed the £153,500.00 amount due Standard Union
Life Insurance Company a& a liability rather than as a contribution to capital,
The items below the sub-total amount to a net increase in liabilities and/or
capital of $44,074.00." The partnership must account for the liabilities, whether
due Mr. Brooks or to others

(j) These five transactions resulted in a net payment by the partnership of
£10,000.00 to Mr. Crump. Touche, Ross & Co, showed this as a receivable from Mr.
Crump rather than as a charge to Mr. Brooks' eapital account. These trans-
actions are unexplained and the final acconnting for the $10,000.00 receivable
Is not known.

(k) Touche, Ross & Co, showed this £50,000.00 as a “note payable” to the First
National Bank of Marietta, Georgia, with a notation saying, “However, a con-
firmation was received from the bank as of 7-31-69 in the name of Everette H.
Brooks or J. F. Hooper which showed their liability as ‘none,' " *

(1) Touche, Ross & Co,, as of August 19, 1969, did not have information as to
the disposition of this £6,200.00 loan or the identity of the ereditor.

(m) Both Touche, Ross & Co, and Mr. Hooper in his Petition and Aecounting
charged these four items to Mr. Brooks' eapital acconnt,

(n) This $200.00 paid to Consolidated Business Services, a company owned
by Mr. Brooks, was subsequent to the date that Touche, Ross & Co. last received
data to post to the books of the Hooper Dairy Farm partuership.

(o) Touche, Ross & Co. records the £15,000,00 payment to Little River Farms,
Inc. ag an account receivable. However, they wrote this off, charging “loss on in-
vestment” account, with the journal entry explanation “to write off payments
made to Little River Farms, Company is bankrupt.” The above tabulation by
Staff shows this item as a charge against Mr, Brooks' capital account in accord-
ance with Mr. Hooper's Petition and Accounting. However, Touche, Ross & Co,
charged the item equally to hoth partners.

(p) In hisg Petition and Aceonnting, Mr. Hooper indicated that this £4,750.00
payment to Murray Director, a New York investment concern with whom Mr.
Hooper had dealings, was as a disbursement to Little River Farms chargeable
to Mr. Brooks' capital account. The Staff has no information as to the purpose
of this payment or what connection it has to the operations of Little River
Farms, Inc.

U Because we have not recelved back-up information regarding many of the Items below
the sub-total amount, we cannot attribute them conelusively to Mr. Brooks' eapital or
separate lonn or recelv p imts&. They wonld in any event represent ite
woilld have to be pe i wr by the partoership and the net amonnt would represent a
Hahlity of the partr

% The loan was repald out of the procesds of the sale of collateral furnished by third
parties under an arrangement with Mr. Hrooks
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EXHIBIT 11

Recapitulation: James F. Hooper—capital account—Hooper Dairy Farm
partnership 1966 through 1969

Credits :

Sales price of cattle and machinery ; 2175, 000
Stock—Realicions Dairies, Ine = 2, 400
Cash—includes £100,000 check from Radeliffe Investment Co, for

one-half interest in 1,550-acre farm > 107, 500
Land income—ane-half : ] 17, 282
Salary—at $12,000 per year ) 48, 000
Sale of cattle—one-half i 17, B80
Partnership expenses paid out of Mr. Hooper's personal funds 1, 130

Total credits

Charges:

Mr. Hooper's personal indebtedness assumed by the partnership

Loss—one-half -

Logs—one-half-—inerease due to that part of Mr. Hooper's
salary which was not reported on tax returns—g20.500
(248,000—18,500)

Drawings—excluding £2,000 for 1967 adjustment

Prudential loan payments—ome-half

Write off of investments—one-half

Total charges
Deficit balance—Dee, 31, 1969 4, 397

Recapitulation: Everett H. Brooks—capital account-—Hooper Dairy Farm
partnership 1266 through 1969
Credits;

Stock—Agricnltural Industrial Development Co £5, 000

Cash - . 441, 098

Land income—one-half 17, 282

Partnership expenditures made out of Mr. Brooks' personal funds:
Purchase of cattle..._. v a6, 100
Expenses 3 10, 935
Purchase of automobile 8, 255
Prudential loan payments_. 23. 365

Sale of cattle—one-half L 17, 980

Total credits i : L -- 0156, 015

Charges:
Loss—one-half __ IV L - 178, 579
Loss—one-half—increase due to that part of Mr, Hooper's salary
which was not reported on tax returns—S20.500 (848,000—81K.-
500) Lot . 14, 750
Drawings b - il -
Prudential loan payments—one-half
Writeoff of investments
Automobile repossessed (book value)

Total charges. ...

Balance—Dec, 31, 1969
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APPENDIX 11
GexeranL Backerounn or Evererr Hore Brooks

The business career of Everett Hope Brooks began in the mid-1950’s
when he formed a partnership with a Mr. Gordon Brent to buy, im-
prove and sell agricultural properties. The partnership was never
evidenced by a written agreement, but continued until Mr, Brooks’
bankruptey in 1969, During the term of this partnership the partners
completed about eighteen so-called “swaps™ of improved agricultural
lands. [32.]

]5!‘51'!1‘\ the Ir:ll‘lllt'i'slli]l business involved the -'Il'lillll.‘-\if-l!ltl of unim-
proved farm land which the partnership would clear and grade for cul-
tivation. This property would then be conveyed to an intermediary,
E. M. Radeliffe Investment Company, in exchange for other unim-
proved properties. In this manner no taxable gain was realized and the
latter property was acquired with the same basis for capital gains pur-
poses of the former property.

According to the Referee's findings in the Bankruptey case the
Brooks-Brent partnership was very successful, but Mr. Brooks became
involved in varions other business enterprises which were not success-
ful and which, in the fall of 1969, resulted in his personal bankruptcy.
[ 32,

Mr. Gordon Brent refused to submit to bankruptey jurisdietion and
eventually by settling the accounts of the partnership was able to dis-
solve the partnership in an orderly fashion. The interest of Mr, Brooks
in the assets of this partnership was the main source of funds in the
bankruptey settlement. The Trustee was able to liquidate Mr. Brooks’
share of the partnership assets in an amount sufficient to pay substan-
tially all of the debts of his secured creditors and to pay a dividend of
12.5 percent on the debts of his unsecnred creditors. [41.]

The initial filing by Mr. Brooks in October, 1969, was under Chap-
ter XTI of the Bankruptey Act. This little used section of the Act pro-
vides for a moratorium on indebtedness to permit a debtor in effect to
resolve liguidity problems. It-apparently was Mr. Brooks® belief that
his real assets built up primarily through the Brooks-Brent partner-
ship would assure his solvency if he were given time to make an orderly
lianidation. His “Summary of Debts and Assets™ filed with his Chapter
X 11 petition showed assets of $4,133,118.37 balanced against debts of
€3.882,024.06. [22.]

However. on July 81. 1970, an Order was entered adjudicating Mr.
Brooks bankrupt and allowing him to withdraw his proposed Chapter
X1I arrangement. [27.] Two months later the Trustee, Mr. Roy W.
Hendrix. Jr., was discharged of his responsibilities under Chapter XI1
though he continued as Trustee in the bankruptey. [29.] An attach-
ment was filed with the Order of September 23, 1970, which sets forth
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broadly the course and purpose of the proceedings. In pertinent part
that attachment states:

Controlling idea of these proceedings under Chapter XII was one of conserva-
tion and preservation of the assets, evolving a workable plan providing for a
meratorinm on indebtedness to enable debtor to work out his financial difficulties
and salvage a substantial portion of his vast financial holdings. A eombination
of various circumstances resulted in debtor's decision to convert te straight
bankruptey.

Paramount among these reasons was the news that Cadillae Cable Corporation
had closed its doors and filed bankruptey. . . . Sinee this stock had apparently
become worthless, one of the largest single potential assets of debtor has become
worthless, In addition, virtually all other investments of the debtor have like
wise proved to be worthless. He was left in the main, only with his interest in
various farm properties, and in the face of the declining farm land ma rket and
high interest rates, his estate had dwindled drastically,

L] L] L] - L] L] L]

The debtor's method of doing business and handling his affairs had been very
loose, haphazard and unbusinesslike, most often orally and with little or no
records having been kept. In many cases, the entire record of transactions in
volving large sums of money would consist only of a canceled check. [28.]
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APPENDIX III

The following news articles regarding the business background of
James F. Hooper ran in the Nasheille T'ennessean newspaper. They are
the result of an investigation by Nat Caldwell and Keel Hunt, staff
writers for that newspaper:

[From the Nashville Tennessean, June 22, 1973
CoxtrAbpICTIONS Dot Forp’s TVA CUHOICE
(By Nat Caldwell)

CorvMmpBus, M1ss.—There seem to be two James F. Hooper's living inside one
gskin—two different personalities—and his hometown wonders which “Jim"
President Ford has named to the Tennessee Valley Authority board.

One Jim Hooper, lavishly endowed with sales and promotion skills, but con-
stantly haunted by bad business judgment or luck, appears as the sporadic con-
triver of a series of elaborate commercial ventures that flopped

Usually drama and lawsuits followed business failure, This is Jim Hooper,
the huckster and hustler.

The other Jim Hooper is the civie leader, the visionary ploneer of waterways
projects, the volunteer pilot for regional charity drives or public improvement
projects, the tireless worker for the Republiean party in his home state. This is
Jim Hooper, the solid, stable citizen.

These conflicting images of the man emerge from a careful research of court
suits brought against him and his associates, from interviews with local business-
men and lawyers who know him, and from a study of news clips recounting some
of his activities.

Research into the past of this controversial but colorful man whom the Presi-
dent wants to be a TVA director, shows him to be a remarkable but questionable
candidate for the high federal office he soon may hold,

There is Hooper the ex-band leader who escorted more new bands into the
historic ball rooms of Memphis' Peabody hotel in four years than any other
niusician or promoter.

There is Hooper the self-proclaimed inventor of the U.8. Air Force crash hel-
met (a dozen Mississippi newspapers front-paged this Hooper claim to fame
when it appeared he was high on President Ford's list for the TVA post )

There is Hooper, the private pilot, who talks of his days in the cockpit of his
personal, private plane as the times he has enjoyed the most.

There is Hooper the business entreprenenr whose business associates seem
plagued by ghastly fates: two of them, a decade apart, suicide vietims: a third,
in deep financial trouble, was involved in a tragic head-on collision as he returned
from a disappointing business trip in Memphis

Two persons in the other ear were killed, The business partner was arrested.
Later, he went on to suffer bankruptey, his assets 85 milllon short—and other
tragedies still stalk this former associate of Hooper.

There is Hooper who has known business fallings and eivil eourt actions that
have grown out of the flops of these enterprises, He has won these lawsuits,
but he has been accused by opposing conngel of being a conman, a four-flusher
and a hapless splurger.

All of this makes this greving, strikingly handsome man less than attractive
as a potential TVA board member,

No man with such a unique, diverse past has ever been seriously considered for
the TVA board.

Hooper, in person, responded to this reporter’s questions in an out-going man-
ner, seemingly unconcerned that already his nomination is stirring early
opposition.
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“I am basically a conservative businessman.” he says. “T have often heen a
gnecessful one.”

The presidents of three Columbus banks agree, 8o do ,\!’im.j\-.imu' GOP leaders
(Hooper’s wife is Republican national committeswoman) whose support for the
TVA post he first solicited.

It is assumed, sinee Ford has sent Hooper's name to the Senate for confirmation
to the TVA board, that the ¥BI found nothing in his past that bars his
appointment.

When he was asked by a reporter about his record of business failure Hooper
urged the journalist to talk fo other people in Mississippl who know him and
who would vouch for him,

He listed bankers, eivil leaders and old friends to see, He mentioned his law vers,
members of the most successful and most potent law firm in North Mississippi
This cross-section of people who knew him wonld corroborate his status as n
solid citizen.

Hooper is well-known in Columbus business cireles, Those who know him are
willing to discuss him,

Some praised him for attribution, but assured at their request they wonld not
be quoted by names, warned that he has propensities they consider undesirable
which might follow him to TVA,

A few civic leaders, not named by Hooper, or his lawyers, volunteered their
tributes, extending his list of achievements,

His calm In the face of a reporter’s tough guestions was evidence that he has
poise. He is a groomed man, trim and looking cool, even on the hottest davs, When
he goes out in his khaki jumpsuit to supervise the small dairy that remains of all
the business ventures, or at least the only surviving venture that he will discuss,
he looks neat,

Hooper was the promoter of a failed dairy intended to be Mississippi's largest,
and a failed pet food factory that, for a short time, enjoved the largest sales
volume of any in the South, He was a eo-promoter of an insurance company which
had its Tennessee license revoked in Febronary, 1970,

Hooper told a reporter: “I was ont of the Standard Union Life Insuranes
Company long before it was suspended In Tennessee or any other state.” But he
was sued by men who replaced him as majority stockho'ders anyway. He pointed
out that the Tennessee suspension involved no questionable practice, simply o
re-insnrance plan that sent Tennessee policy holiders to another company

Like most of the business failures that Hooper acknowledged, incredibly bad
Iuek could have been a cause as well as management failure.

But there was no equivoeation from the Air Foree on Hooper's elaim to have
Invented the protective headgear. Calls to Air Force Systems Commands, nrchives,
protective elothing and headgear research, produced nelther record nor memory
that he played even a minor role in the development of the famed safety headgear

But Donald E. Huxley, of Dayton, Ohio, a retired eivil service supervigor of the
research sector said : “Hooper's name rings a bell. T think he was one of our very
minor helpers. He could be assigned about one-one hundred and sixty-seventh of
the credit for one activity at one time, But there are other names, principal eon-
tributors, I wonld write abont.”

Hooper, when interviewed earlier, described himself as the “key man” In
developing the crash helmet.

He says he is surprised that the news media has not found more people who
appose him,

“I am flabbergasted because all of the press has found =o few detractors . . .
I am not a foolish man, If T were, every top office holder and politieal leader of
hoth parties in Mississippi wonld not have endorsed me for one of the most
responsible ignments in the national government service,"

Questions about his business record seemed to irrltate him, however. Onee in
an interview in his home, he suddenly pulled two pleces of paper ont of a rear
pocket. He extended these to be read.

One was on the memorandum pad of Columbng National Bank of Commerece
the other was on the memorandum pad of the First Columbus National Bank
Signed by the presidents of these two hanks, these memos sald they were evidence
Hooper owned certificates of deposit of £200,000 and £100,000,

Top officials of hoth banks =ald later thelr regulations prevented them from
substantiating Hooper’s elaim or the size of any other depasitor's aceount.

He retrieved the memos, flonrishing them and grinning, e declared that “if
anybody questions my snwvess, here's 2300000 cash to start with. And I'll be
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ready with a sworn net worth statement In excess of $600,000, It's a shame to
goad a man until he is forced to boast of his suceess . . . This, almost, gets to me."

One who volunteered commendation in behalf of Hooper's eivil efforts and
“imaginative effort in bebalf of the Tennessee Tombighee waterway” insisted
he would not presume to discuss Hooper's financial affairs.

Glover Williams, executive director of the Tennesse Tombighee Waterway
Authority, called from Washington, “I want a chance to boost Hooper,” Williams
sald.

“To any of the old guard of river development, flood control, soil conservation,
selentifically improved farming, and wild life protection, bad mouthing Jim
Hooper, as some eénvironmentalist groups seem to be doing, is unjust, unfair and
totally 1 ng in truth,” said Williams.

“Jim Hooper was one of the original plank holders of the Tennessee Tom
wiaterway,” Williams continued. “How many trips over the South can I remember
In his Bonanza, buying the gax was on him too, barnstorming for money to pay
for lobbying just to get the Corps of Engineers started ™

Reading the court records must make Hooper winee. Fifteen years ago at
Aberdeen, Miss, a Columbus lawyer was trying to garner some money for a
client, after Hooper's large southwide pet food factory went down, He offered the
federal court Jury an acid critique to the man, who soon may be casting the
deciding vote on whether and how much the Tennessee Valley Authority will
inerease light bills for 3 million valley eitizens

The lawyer sald, “That Jim Hooper continued in his usual manner to operate
the business, to fly around in his plane, to take the biggest suites in the hotels,
saying 'Now things are going . . . Business was booming.’ . . . and, while he was
behind on his bills, he was going to have some people put new money in the
business, ,,."

Hooper responds, “I reject the idea that a series of incidents show 1 was
no manager. This was at a time when the whole U.S. was rolling the dice, trying
to get rich guick , . . But I won all those law suits you read, overturned in
court, all of the fraud charges . ., . I have made money and still make money in
my business deals, I am a basie conservative,”

Hooper added more strokes to this portrait. “1 respect and greatly admire hoth
the purposes and the achievements of the TVA, and I know of no other Repuly»-

lican, with a chanece for White House appointment, who, conscientiously, as 1
can, could stick in there and uphold Red Wagner's hand.”

“On top of that,” he continued, flicking the string tie of a woven white sport
shirt as he spoke, 1 know that the TVA board needs a man who will battle for
new industry and new jobs, Also, it ne a man who understands the full
potential contribution of the Tennessee Tom waterway to the Tennessee Valley
and to the central South. I dearly love that waterway and 1 helped to organize
most of the groups that promoted it in the early days.”

Failed pet food factory, failed 500 cow dairy which was planned to be the
largest in Mississippi with four milkings per day and a Hooper devised high
protein feed formula to keep the dairy cows producing at this level—how do
these fit in?

It may square with Hooper whose friends insist that he “never missed” on a
civie promotion. From Tenn Tom to the kidney machine badly needed by a Jackson
hospital a few years ago and obtained, according to Hooper, from federal HE.W.,
he listed these successes,

And the very lawyver who offered the jury the biting synopsis of Hooper's
business methods has been won over. He is State Sen, Bill Burgin and, as head
of the local law firmm that now represents Hooper, he's slated to coach his client
through the Senate confirmation committee hearings that alone bar his path to a
838,000 annual wage and a full third of the responsibility for running TVA.

Burgin said: “On that law sait, we were trying to get the jury's attention, at
a time when Hooper's lawyer had all the faets and all the proof on his side.”

Burgin's associate, Hunter Gholson, added: “Hooper’s an innocent victim of
bad luck on lots of those cases."

What about the law suit to recover from Hooper his dairy farm. previously
pledged as reserve against poliey premiums of the Standard Union Life Tnsurance
Company ?

“He won that case in the Mississippi state courts. He was ahsolved of all fraud
rharges.”

What about the suit of the federal receiver in bankruptey, also directed against
Hooper’'s farm?

“The record will show that Hooper won that too."
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Neither Burgin, who obtained for Hooper unanimons endorsements from the
Mississippi legislature and strongly worded statements from all major Democrat
officeholders, nor any of his Republican sponsors believe he'll be even lightly
skinned in the confirmation procedures,

And Burgin seemed totally unimpressed by the protests of anti-strip mine
and environmentalist groups agninst Hooper's environmental positions, These
protests had started to come in when Hooper and Burgin were interviewed two
weeks ago,

Twelve national and TVA regional environmental groups filed formal protests
against the Hooper nomination before the Senate Public Works Committee,
Tuesday. They pledged a battle against confirmation,

Another Hooper admirer in Columbus, Louis Wise, manager of Four Countles
Electric Cooperative, sald that “with Mississippl's two very senior senators,
Eastland and Stennis, carrying the ball for him. the environmentalists will
have to come on stronger with the votes than they have ever done before to even
slow him down,"

“Jim Hooper hasn’t told the press how he stood on any of the environmental
fssues,” Wise declared. “So these 12 groups must have gotten mad becanse he sald
he's like to back up the TVA board chairman, who has heen having some hard
going recently, That's a poor ground to fanlt him on."

[From the Nashville Tennessean, July 6, 19751
Hoorer's SWAPPING DETAILED
(By Nat Caldwell)

MempHIs.—James F. Hooper, nominated as the new TVA director, used his
Mississippi dairy farm as a condnit to divert £100.000 from a financially-troubled
Alabama insurance company he served as director.

Hooper's invelvement in a check-swapping scheme that took $154.000 from
the small, ailing Standard Union Life Insurance Co.. of Greenville, Ala., is
spelled out in federal court records on file here.

The full story of Hooper's financial dealings is not easy to piece together,
but sworn documents in these voluminous court records show the diversion of
money from the insurance company.

Hooper's sworn accounting statement, dated January 1971, doenments that
$100,000 from Standard Union Life Insurance Co. came into the account of
hig dairy farm, through his then partner, Everett Hope Brooks, of Memphis,
who went bankrupt in October 1969,

Earlier in this series of articles on Hooper, who Is President ford’s cholee
for the TVA board, court testimony was quoted which traced another £54.600
from the account of Standard Union Life to a Georgia milk processing firm
which Hooper and his partner Brooks also served as directors Brooks was
president of Standard Union.

Hooper's own deposition, taken in the bankruptey proceedings of his partner,
Brooks, includes the following exchange with John Panl Jones, Memphis attorney
who represented the bankruptey trustee :

Joxgs. “In other words the Hooper dairy farm's account was only a conduit?"

Hoorer. “Precisely.”

He sald that he put money into the account of the farm at Brooks' instructions
and took it out the same way,

“Boom, boom! In and out,” he testified as he told how, on one nceasion, he
turned over $65.000 to the Georgia milk processing firm known as Little River
Farms, Ine,

Hooper is scheduled to appear hefore a U8, Senate Committee Tuesday as he
seeks to be confirmed as President Ford's TVA Director. Whether the Senate
Committee is aware of the check-swapping operation in which he was a central
figure could not be learned

It is not known whether President Ford was advised of Hooper's involvement
in the check-swapping before the White House announced him for the vacant
£38,000 TV A directarship.

Records show that in July of 1969. at a time Brooks was obviously in financial
straits, that two checks total £100,000 from Union Standard Life came Into
the account of the Hooper Dairy Farm.

64




307

Hooper's accounting statement shows ;

A check for £95,000 from Standard Union Life was put into the Hooper
Dairy Farm account by Brooks on July 2, 1969,

A second check for 5,000 from the insurance company was put into the
Hooper Dairy Farm account on July 31, 1969,

Other documents show that four checks, totaling £54,600, went from Standard
Union Life into the Georgia Milk Processing company,

These checks were deposited as follows :

A $20,000 check on February 27, 1969,
An 38,600 check on March 11, 1969,

A $10.000 check on March 3, 1969,

A £16,000 check on April 2, 1969,

Henry L. MecMahan, operator of the Georgia firm which both Hooper and
Brooks served as directors, said when their company, Little River Farms, Inc.,
of Atlanta, needed funds he always telephoned Hooper,

Thereafter, McMahan testified in Brooks' bankruptey hearings, he would
receive checks from Brooks. Some of the checks were on the insurance firm,
he said.

“I always worked through Mr. Hooper. Never through Mr. Brooks,” sald
MeMahan, Sometimes he got checks from Hooper, but usually it was Brooks who
gent money, he sald.,

AMeMahan stated that he had been told by Brooks to take checks which came to
him and deposit them to his personal account, then write another check “back to
bhack” and deposit it into the account of the dairy processing company.

Why was it done this way?

“For reasons unknown,” McMahan said.

Hooper, contacted by this reporter yesterday at his Columbus, Miss, home,
was nsked to explain the transfer of checks from the insurance company to his
farm and to the dairy processing company in Atlanta.

“Hope (Brooks) could do what he wanted to with his own money,” he sald.
“This all was his money. These all were his companies. I tried to do what he
asked me to whenever I could. I don't know why .. ."

During the deposition-taking in Brooks' bankruptey case Hooper testified that
It was Brooks, not he, who bought the dairy processing concern from McMahan
in Atlanta early in 1969,

He claimed at one point he had been a stockholder of the financially hurting
Little River Farms for only about ten minntes—then contended he didn't know
what the definition of a stockholder was. He also insisted that he had resigned
verbally—as a director of that company, but couldn’t remember when he had
done s0.

Hooper, whose business ventures thronghout his career have often suffered
from mismanagement, bad luck or both, is a eolorful, attractive promoter who
claims credit for the creation of the U8, Air Force erash helmet.

His relationship with Everett Hope Brooks is ome of the more nnusual part-
nerships in the history of American lmsiness

The two men, Hooper, of Mississippi, and Brooks, of Memphis, met in 1964
when Hooper's danghter was a member of the queen’s conrt at the Memphis Cot-
ton Carnival. Brooks was n earnival official that year and the two men apparently
hit it off.

Two vears later they joined in a business venture—the nperation of Hooper's
1400 acre farm in Columbus. Miss. This land was later a subject of court dispute
when Brooks went bankrupt

Aecording to court records Brooks pumped money into the Hooper Dairy
Farm and arranged to by an nndivided 5094 of the land for £100,000. He also
planned to purchase half the cattle and equipment for £175.000

In the three years hefore he wag to go bankrupt Brooks put £573,000 into the
Hooper farm—ineluding the £100,000 from Standard Union Life,

It is not clear from court documents exactly when Hooper and Brooks became
fellow directors in Standard Union Life, but it appears to have been around De-
cember 106858—Iless than a year hefore Brooks financial debacle eame to a elimax.

In December, 1968 Hooper's farm, then held in partnership with Brooks, was
transferred for £10 “and other considerations” to Standard Union Life.

Then, early in 1969 Hooper and Brooks went to Atlanta and purchased for
£5.000 the Little River Farms milk processing plant and five snbsidiary retail
dairy outlets in the Atlanta area,
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Hooper inslsts that, although he at one time held in his name one-third of the
Little River stock, that Brooks was the actunl purchaser of the company.

He testified that Brooks bought the Atlanta concern from MeMahan—who had
paid $100 for it a month earlier—because it was anticipated that the Atlanta
plant would help market farm products from the Mississippi farm operation. The
Atlanta firm was £368,000 in debt when they bought it

By June 1969 Hooper and Brooks had arranged for a total of $148000 to be
funneled into the Atlanta operation, $54,000 from Union Standard

Then, in June, Hooper signed a $50,000 check on o bank in Cumming, Ga., over
to the Little River Farms operation in Atlanta, A month later, in July, another
250,000 check was sent to Little Rivers in Atlanta

(Just a month later, the 3-member Loard of Union Standard met in Memphis
and Brooks, his wife and Hooper, by unanimons resolution, transferred the 1,400
acre farm back to Hooper. )

Still another check for $15.000 went from Hooper's dairy farm account in
Mississippi into the Little River Farms—but Hooper testified that this 15,000
was a “mistake.” He said he got it back

A hint of the check-swapping activities engaged in by Hooper and Brooks can
be gleaned from Hooper's own testimony about this 15,000

“He (Brooks) had an aceount in Marietta (Ga.) in which he instracted me
to draw the $15,000 from that Cto Columbus ( Miss) and then from Columbns,
Miss,, back to Little River Farms .

A survey of the accounting statement of the Hooper Dairy Farm shows that
at the time the two 50,000 checks and the subsequent £215.000 check went from
Hooper to the Atlanta dairy concern, there were the following deposits by
Brooks into the Hooper Dairy Farm account

The two Standard Union Life checks for $100,000

Two $25.000 checks from a Marietta bank—dated June 24 and June 30,

A £50,000 eheck from Marietta July 14

Three cheeks totaling $50.000 from Dabney H, Crump, of Memphis, a
business associnte of Brooks.

Within six months, Crump, also facing bankruptey, died from a self-inflicted
shotgun hlast

Other details of Hooper's finanecial arrangements and dealings will be carried
in subsequent articles in this series,
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APPENDIX 1V
Hoorer RESPONSE TO STAFF ANALYSIS

The following materials were supplied to the staff by Mr. Hooper
with a request that they be furnished Committee members in con-
junction with the Stafl Analysis.

The stafl has reviewed the materials and feels that there are two
items which require comment—the two specifically raised in the letter
dated February 2. 1976, from Ralph Rood to the Committee staff.

The first. of these relates to the negotiations for a loan at the First
National Bank of Marietta, Georgia, a loan eventually obtained at the
Union Planters Bank Memphis, Tennessee, with a participation by the
former bank. The staff has reviewed the correspondence from the
Union Planters Bank solicited by Mr. Hooper’s attorneys and finds
no inconsistency with the treatment of this item in the Staff Analysis.
The letter is an accurate account of information previously given the
investigative staff regarding that portion of the loan t ransaction which
oceured at the Memphis Bank.

The second item raised in Mr. Hlmiu’!"r-l response alleges that the
Staff Analysis fails to account for partnership obligations assumed
by Mr. Hooper at the conclusion of the partnership. The analysis of
partnership accounts in the Staff Analysis was prepared by a Certi-
fied Public Accountant detailed to the Committee by the General
Accounting Office. His analysis of partnership accounts is based upon
data derived from Court documents filed by Mr. Hooper in the legal
action that led to the dissolution of the partnership: work papers,
General Ledgers of the partnership, and partnership income returns
prepared by Touche, Ross and Company, accountants for the partner-
ship; the bank statements and canceled checks of the partnership.

The capital accounts balances shown in Appendix T to the Staff
Analysis show all liabilities of the partuership ascertained or ascer-
tainable from the above materials.

Although Mr. Hooper maintains that he assumed sufficient liabil-
ities to counterbalance his net eapital balance deficit of alimost $95,000
and Mr. Brooks' capital balance in a like amount, he has not in any
staff interview or in any of the four objections related to this issue
contained in his response offered information or documentation re-
earding these allegedly assumed partnership liabilities.
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Proceedings, filed February 2, 1970, in the Brooks Bankruptey proceedings.

24. Order Authorizing Employment of Attorney John Paul Jones By Roy W
Hendrix, Jr., Trustee, dated February 20, 1970, in the Brooks Bankruptey
proceedings,

25. Proof of Claim in Bankruptey, No. 32, filed March 25, 1970, in the Brooks
Bankruptey proceedings,

26. Petition to Authorize Trustee to Abandon A Burdensome Partnership of
the Bankrupt, filed July 28, 1970, in the Brooks Bankruptey proceedings.

27. Order Allowing Debtor To Withdraw His Proposed Arrangement and
Adjudieating Debtor a Bankrupt, filed July 31, 1970, in the Brooks Bankruptey
Proceedings,

28. Attachment to Order terminating Chapter X11 Proceedings, entited “Ever-
ett H. Brooks, September 17, 1970", filed September 23, 1970, in the Brooks
Bankruptey proceedings,

20. Order Approving Trustee's Accounting, Dicharging Trustee and the Surety
on His Bond, filed September 2¢

30. Petition and Accounting of James P. Hooper For Partnership Operation
of Hooper Dairy Farm, filed January 19, 1971, in the Brooks Bankraptey
proceedings,

31. Proof of Claim in Bankruptey, No. 33, filed March 26, 1970, in the Brooks
Bankruptey proceedings

32, Memorandum, Findings of Fact and Conclusions of Law, filed June 18
1971, in the Brooks Bankruptey proceedings,

33. Objections to Claim of James F. Hooper, filed July 23, 1971, in the Brooks
Bankruptey proceedings,

3. Order Disallowing Objection to Claim, filed September 17, 1971, in the
Brooks Bankruptey proceedings.

35. Amended Objection of Trustee to Claim No. 33 of James F. Hooper, filed
November 5, 1971, in the Brooks Bankruptey proceedings.

36. Amended Objection of Trustee to Claim No 32 of James F. Hooper and
Response of Trustee to Claimant's Petition For Accounting, filed November 5,
1971.

37. Order, dated November 5, 1971, in the Brooks Bankruptey proceedings,

38, Memo in Support of Claim of Charles M Crump, Executor, filed April 13,
1972, in the Brooks Bankruptey proceedings.

89. Trustee’s Brief in Oppogition to the Claim of Charles M. Crump, Executor,
filed April 13, 1972, in the Brooks Bankruptey proceedings,

40. Memorandum, Final Report and Order, filed August 10, 1972, in the Brooks
Bankruptey proceedings,

41. Order For Payment of Dividends, filed October 30, 1972, in the Brooks
Bankruptey proceedings.
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PREMIUM ASBOCIATES CASE

42. Complaint, Premium Associates Inc. v. James F. Hooper and W. Pratt
Thomas, Co-Partners d/b/a Columbus Canning Company of Columbus, Missis-
£ippi, in the United States District Court for the Northern District of Mississippi,
Eastern Division, No, E-C-22-60, filed March 24, 1144,

43. Answer of Mr. James F. Hooper in the case of Premium Associates vs,
James F. Hooper, et al, filed June 3, 1060,

4. Jury Verdict in Premium Associatex vs, Jumes F. Hoaper, ¢t al, filed Sep-
tember 25, 1960,

STANDARD UNION V. HOOPER

45. Complaint in Standard Union Life Insurance Company v. James F, Hooper,
¢t al, in the Chancery Court of Lowndes County, Mississippi, No. 11926, filed
Mareh 19, 1971.

46. Answer in Standard Union v. Hooper, filed April 12, 1971.

47. Final Decree, Standard Union v. Hooper entered July 27, 1971,

48. Decree in Standard Union v, Hooper entered September 21, 1971,

LITTLE RIVER FARMS & HOLLOWAY V. U8, BOWMAN AND GREEN

49, Complaint, Little River Farms, Inc. a Georgia Corporation and Jack Hollo-
way v, United States of America, Harold J. Bowman and Charles Green, in the
United States District Court for the Northern Distriet of Georgia, Atlanta Di-
vision, Civil Action No. 13837, Filed June 8, 1670,

50. Amendment to Complaint Little River Farms & Holloway v. U.8,, Bowman
and Green filed September 25, 1970.

51. Consolidated Pretrial Order Little River Farms & Holloway v. U.8., Bowman
and Green, flled June 2, 1972,

52, Judgment and Order Little River Farms & Holloway v. U.S., Bowman and
Green, entered December 29, 1972,

U.B. V. M'MAHAN

53. Complaint in United States of America v. Henry L. Mo Mahan, ¢t al,, in the
I'nited States District Court for the Northern District of Georgia, Atlanta
Division, Civil Action No. 18152, filed April 10, 1973

54. Order in U.8. v. McMahan, entered May 15, 1975,

55. Judgment in U.8. v. MeMahan, entered May 27, 1975.

ALABAMA V. STANDARD UNION

568. Decree for Temporary Restraining Order and Partial Injunction and Ap-
pointment of Agent, in State of Alabama v. Standard Union Life Insurance Com-
pany, in the Cireuit Court of Jefferson County, Alabama, in Equity No. 161 008,
entered May 4, 1970,

DocuMENTS RELATED To COXVEYANCE OF PROPERTIES

57. List of conveyances of property interest to and from Mr. and Mrs, Hooper,
based on search of the records of the Chancery Court, Lowndes County, Mis-
sissippi.

58. Agreement of October 31, 1964, between E. M. Radeliffe and Johnson, first
parties, and Mary M, Crump, Charles M. Crump, Dabney Crump and E. Hope
Brooks, second parties, to purchase a half interest in the Hooper Dairy Farm
property.

59. Instruction to Eserow Agent Under Real Estate Exchange and Escrow
Agreement, dated October 31, 1964,

60. Bill of 8ale from Messrs, Hooper and Thomas to Columbus Canning Com-
pany, Inc., conveying all farmer partnership assets, dated November 31, 1957.

61. Deed dated November 31, 1957, from Messrs. Hooper and Thomas conveying
the Columbus Canning traet to Columbus Canning Company, Ine,, recorded at
Book 272, page 230, Chancery Court, Lowndes County, Mississippi.

62, Deed from Radeliffe Investment Company to Mr. Brooks, executed April 22,
1966, and recorded June 16, 1966, at book 375, page 672, Chancery Conrt, Lowndes
County, Mississippl.
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63. Deed from Mr. and Mrs. Hooper and Mr. Brooks to Standard Union Life
Insurance Company executed December =3, 1968, and recorded December 27, 19468,
at Book 403, page 337, Chancery Court, Lowndes County, Mississippl.

64. Deed of the Columbus inning tract from Mr, Brooks to standard Union
Life Insurance Company executed Decemboer 28, 1908, and recorded January 3
1069, at Book 403, page 397, Cha neery Court, Lowndes County, Mississippi.

65, Deed from Mr, and Mrs. Brooks to Standard Union Life It
of the Desha County property executed December 30, 1968
188, page 456 with the Recorder for Desha Conunt)

66. Deed from Standard Union Life Insurance Company to Mr Hooper exe-
cuted August 20, 1969, and recorded September 9, 1969, at Book 16, page 216,
Chancery Court, Low ndes County, Mississippi

67. Deed from Standard Union Life Insurance Company to Radeliffe Invest-
ment Company of the Desha County, Arkansas, property,

65, Option of Weyerhauser to purchase the Hooper Dairy Farm land, dated
September 12, 1974.

69. Deed from Mr., and Mrs, Hooper to Weyerhauser, executed February, 1975

70. Disbursement Statement in connection with sale of the Hooper Dairy Farm
land to Weyerhauser.

1surance Company
and recorded at Book
Arkansas

JALANCE SHEETS, FINANCIAL STATEMG x18, Erc.

LITTLE RIVER FARMS

71. Record of Deposits, Little River F
72. Little River Farms Balance Sheet
73. Little River Farms Ba tnee Sheet as of October 31, 1969,

74. Little River Farms ¥ e Sheet as of November 30, 1969,
5. Touche, Ross and Co.'s letter of February 11,
behalf of Little River Farms by Mr,

arms, for August 18, 1969,
as of September 30, 1069,

1970, listing payments to or on
Brooks of his related entities,

STANDARD UNION LIFE INSI RANCE COMPANY

76. Standard Union's Annual
filed in the State of Alabama.

77. Standard Union's Annual Statement
1968, filed in the State of Georgla,

78, Standard Union Life Insurance Company Balance Sheet, December 31,
1068, signed by Messrs, Hooper and Brooks.

79, Statement of Account Number 26-4954-9 for the
7-19-69, First Columbns Nationanl Bank

Statement for the Year Ended December 31, 1968,

for the Year Ended December 31,

period from 6-20-69 to

HOOPER DAIRY FARM

80. Financial Statement, James F,
Farm, June 30, 1066,
81. Trial Balance of the Hooper Dairy Farm Partnership as of December 31,
1966, with supporting schedules and workpapers, prepmred by Touche, Ross & Co.
82, Trial Balance of the Hooper Dairy Farm Partnership as of December 31,
1967, with supporting schedules and workpapers, prepared by Touche, Ross & Co.
83. Trial Balance of the Hooper Dairy Farm Partnership as of December 31,
1968, with supporting sehedules and workpapers, prepared by Touche, Ross & Co
84. Balance Sheet of Hooper Dairy Farm partnership as of August 19, 1969,
prepared by Roy Thurman of Touche, Ross & Co. and forwa rded to Roy W,
Hendrix, Jr, Trustee,
Statement of Assets and Liabilities ind an Income

for Hooper Dairy Farm as of December
and forwarded to Mr, G}

Hooper and Everett Hope Brooks, Dalry

and Expenses Statement
1969 prepared by T, E. Lott and Co.

MISCELLANEOUS

86. Joint Financial Statement, Everott H. Brooks
March 15, 1969

R7. Current Financial Statement, Mr. and Mrs, J, ¥
Senate Public Works Committee.

and James F. Hooper,

Hoaper, submitted to
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CORRESPONDENCE

84 Undated letter to All Stockholders, Standard Union Life Insurance
Company.
=Y. June 16, 1966 : letter from Mr. 1 to Mr, Brooks
900, April 18, 1967 ; letter from T Lott & Co. to Mr. Hooper, including
attachments,
91. May 4, 37, Memo to File from D, F. Stark of Touche, Ross & Co.
92. May 26, 19 7: letter from Mr. D). F. Stark to Touche, Ross & Co., to Mr.
Beard, inclnding attachments
93. June 6, 1967 ; letter from Mr. John A. Rice to Mr. Brooks.
o4, June 7, 1967 : letter from Mr. I). F, Stark to Mr. Beard
05. October 31, 1968 letter from Mr, Allan W, Horne, Arkansas Insurance
Commission. to Mr. Robert L. Hill, then President of Standard Union.
6. November 8. 1068 : letter from Mr, Taber to Mr. Allan W, Horne, Arkansas
Insurance Commission.
67. March 3. 1969, letter from Mr. Taber to the Insurance Commissioner,
State of Tennessee
98, March - 1M letter from Mr. J. B. Perdue, Chief Deputy Insurance
Commissioner, Geor to Mr. Brooks,
09. April 23, 1969 ; letter from Mr Taber to Mr. Tidwell, Chief Examiner of
the Tennessee Department of Insurance and Banking.
100, June 5, 1969: letter together with biographical sketch from Mr. Brooks
to Mr., Roy F. Bess, of the Tennessee Departiment of Insurance and Banking.
101. August 29, 1969: letter from Mr. Brooks te Mr. Roy F. Bess, of the
Tennessee Department of Insurance and Banking
102, October 1, 1969 letter from Martha Coleman of Touche, Ross & Co. to
Mr. Hooper, including attachments
103. November 4, 1969 letter from Mr. Gholson to Mr. Gilliland.
104. November 26, 1960 ; letter from Mr. Gholson to Mr, Beard.
105. December 18, 1969 : letter from Mr. Beard to Mr. Stark
106. January 7, 1970; letter from Mr. Vie Hiryak to Mr. Wooley I). Box,
Deputy Commissioner, Insurance Commission, Mississippi.
107. January 24, 1970; letter from Mr. Stark to Mr. Beard, including attach-
ments.
108. February 9, 1970 ; letter from Mr, Hooper to Mr. Brickey
10:, February 10, 1970 ; letter from Mr. Hooper to Mr. MceMahan
110, Febrnary 24, 1970 letter from Alabama’s Superintendent of Insurance to
Mr. Joe Reld
111, Mareh 5, 1970: memorandum from Mr. Vie Hiryak to Mr, Dounglas F.
Graves
112, Mareh 12, 1970 letter and telegram from Mr. Roy F. Bess of the Ten-
nessee Department of Insurance and Banking to Standard Union
113, Mureh 25, 1970 memorandum from Mr. W. D. Box, Mississippl Insnrance
Commission, regarding Standard Union
114. April 14, 1970 ; letter from Mr. Gholson to AMr. Gilehirist
115, June 221970 letter from Mr. Somers to Mr, Gholson
116G, June 29, 1970 ; letter from Mr, Gholson to Mr. Somers,
117, July 6. 1970 : letter from Mr. Somers to Mr. MeMahan
118, July 13, 1970 : letter from Mr. Gholson to Mr, Somers.
119, July 28, 1970 letter from Mr. Somers to Mr, Gholson.
120. Augnst 070 letter from Mr. Hendrix to Mr. Jones
121. August 5, 1970 letter from 1. E. Lott & Co. to Mr Gholson, inelnding
attachments,
122 August 6, 1970 letter from Mr. Gholson to Mr Hendrix, including attach
ments.
August 21, 1970 ; letter from Mr. Somers to Mr. Gholson
September 2, 14 letter from Mr, Hendrix to Mr. Somers
September 18, 1970 ; letter from Mr, LaGrone to Mr. Ghinlson
. September 28, 1970 ; letter from Mr. Gholson to Mr, LaGrone
October 1. 1970« letter from Priodential Insurance Company to Mr Hiryak.
December 16, 1970 ¢ letter from Mr. Gholson to Mr. Jones
Decomber 22, 1970 : letter from Mr. Jones to Mr. Gholson.
130. December 29, 1970 ; letter from Mr. Gholson to Mr Beard.
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131. March 2, 1971 ; letter from Mr. Gholson to Mr. Beard.
132. March 3, 1971 ; letter from Mr. Beard to Mr. Gholson.
133. May 3, 1971; letter from Mr, Roy Thurmond of Touche, Ross & Co.. to
Mr. Jones, including attachments,
134. August 30, 1971, letter from Mr. Hendrix to Mr. Wilkinson.,
135. March 24, 1972 ; letter from Mr. Jones to Mr, Hendrix
136. March 31, 1972 ; letter from Mr. Hendrix to Mr. Jones,
137. May 17, 1973 ; letter from Mr, Savage to Mr. Rood,
138, June 29, 1¢ letter from Mr, Savage to Mr. Rood.
1340, July 16, 1973 ; letter from Mr. Rood to Mr. Savage
140. ‘July 27, 1973 ; Memorandum from Mr, C. G, Meese to Mr, Gilehrigt
141. August 7, 1973 ; letter from Mr, Savage to Mr, Rood.
142. September 28, 1973 ; letter from Mr. Savage to Mr. Rood
. December 17, 1973 ; letter from Mr. Rood to Mr. Savage
. January 9, 1974 ; letter from Mr. R. E, Hall to Mr. R. A. Nygaard,
5. March 6, 1974 ; letter from Mr. R. E. Hall to Mr. Savage.
. March 29, 1874 ; letter from Mr. Savage to Mr. Rood.
. April 15, 1974 ; letter from Mr. Rood to Mr. Savage.
A. August 9, 19 letter from Mr, Rood to Mr, Savage,
. October 16, 19 letter from Mr, Beard to Mr, Hooper,

MixvTes oF CorPORATE MEETINGS
LITTLE RIVER FARMS

149. Minutes of Stockholders Meeting, Little River Farms, held April 17, 1969
at 9:00a.m,

150, Minutes of Meeting of Board of Directors, Little River Farms, held April
17, 1969 at 10 :00 a.m

151, Minutes of Meeting of Board of Directors, Little River Farms, held
Octoher 28, 1969,

152. Minutes of Meeting of Board of Directors, Little River Farms. held
March 3, 1970.

153. Minutes of Special Meeting of Board of Directors, Little River Farms,
held March 4, 1970,

154, Minutes of Special Meeting of Board of Directors, Little River Farms,
held May 29, 1970,

BTANDARD UNTON LIFE INSURANCE COMPANY

155. Minutes of Joint Meeting of Directors and Stockholders of Standard
Union Life Insurance Company held on November 1, 1968,

156. Minutes of Special Meeting of the Board of Directors of Standard Tnion
Life Insurance Company held on August 19, 1969

157, Minntes of Special Meeting of the Board of Directors of Standard Union
Life Insurance Company held on October 15, 1969,

REerorTE

158. Best's Life Insurance Reports for 1066, 1067, 1968 and 1969 in regard
to Standard Union Life Insurance ( ‘nmpany,

159. Dun and Bradstreet Report on Columbus Canning Company, Ine., dated
October 14, 1958,

160, Supplement to Dun and Bradstreef Report of October 14, 1958, dated
Mareh 10, 1959,

161. Supplement to prior Dun and Bradstreet Reports dated August 19, 1059

MEMORANDA

162, Mr. Hooper's undated memorandum entitled “Memorandum of James F.
Hooper Regarding Little River Farms."

163. Union National Bank of Little Rock's memorandum dated July 10, 1960
entitled “Everett H. Brooks D/B ‘A Consolidated Business Systems.' I
: 164. Memo of Union National Bank of Little Rock l|1|!-‘l|\.\--l\"llllll'l' 3. 1969,
in regard to a “Meeting in Memphis with Everett Brooks, his attorney Jim
Gilllland, Bob Chowning and Vie Hirvak.” "
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£13 to Mr. Hooper's deposition taken in connection

165. Memorandum, Exhil
but filed with the Bank-

with the Brooks Bankr w proceedings. Undated,
ruptey Court of February 18, 1971
166. Mr., Hooper's Memorandum dated J

Public Works Co

une 23, 1975, furnished to the Senate

AGREEMENTS

Agreement between American Life Assurance Company of

167. Reinsurance
i standard Union Life Insurance Company dated De-

Columbus, Georgia, andd
. 1965,
ent between Little River Farms, Inc., Messrs. McMahan and
Heoper, first parties, and Mr, William L. Brickey, second party, dated October
of 19469,
NOTES, (JUARANTIES AXD RELEASES

169. Little River Farms, Inc, note for 3248000 dated July 26, 1969.

170. Chattel Mortgage for £$248000, executed by Little River Farms in faver
of J.F, Hooper and dated July 26, 1969

171. Sealright guaranty, executed October T, 1969

172. Undated General Release issued in favor of NWN Underwriters by Little
River Farms, Inc

173. Release of Sealright claim, dated August 13, 1974

APPRAISALS
174. Appraisal of Desha County property by Morris Real Estate Company,
dited November 24, 1069,
175. Appraisal of the Hooper Dairy Farm land by Mr. Wyatt C, Wilkinson,

submitted September 16, 1971, in the Brooks Bankruptey proceedings

NTOCK CERTIFICATES

176. Little River Farms Stock Certificate No. 45.
177. Little River Farms Stock Certificate No. 46

MISCELLANEOUS
178. Ledger Sheet of Union Planters’ National Bank, dated June 25, 1969.
179, Mr. Hooper's July 21, 1969, check for $50,000 to the Bank of Cumming
written on Account No. 0612-0132 01-161-3 at the First National Bank of
Marietta, Georgia.
Cheek No, 145 for $£100,000 from Radcliffe Investment Co. to James F.
ind Virginia F. Hooper
CIRS Form 2768, Application For Extension of Time To File Hooper Dairy

I'arm Partnership Return dated August 14, 1969,
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STATEMENT oF JamEs F. Hoorer, RE: REPORT OF STAFF OF THE COMMITTEE
oN PusrLic Works, UniTep StaTes SeNaTE

During the period 1966 to 1969, T was engaged in a partnership with Mr. E. H,
Brooks of Memphis, Tenn. Since this report is primarily concerned with that rela-
tionship, it is important to understand the background and objectives of our
business together.

As stated in the report, Mr. Brooks was very sueccessful for number of years in
the acquigition of small farm tracts. After clearing, grading, consolidating and
placing these farms into production, he operated or sold at a profit the resulting
units developed.

His successful track record is evidence by a ecredit report dated 2/19/68 “Est.
net worth $3,900,000.00 bank credit, $500,000.00 unsecured, over $1,000,000.00
secured, owes nothing at this time. Regarded by bank as one of their most valued
customers.” (copy attached)

The financial format Mr. Brooks adopted for his farm development activities
from standard commercial procedure was the use of short term bank loans to
acquire, consolidate, and improve farm units. Onee completed, long term mortga-
ges repaid the short term “construction’ loans and the units proceeded with a
manageable debt load.

The Hooper-Brooks dairy partnership was formed in 1965 using the same basie
format. Our purchase was to consolidate small unprofitable dairies into one large
central facility along the line of proven dairy development in California. Mr.
Brooks was to furnish interim short term financing to the partnership and was to be
repaid from long term funds once the project was completed. I was to aceumulate
the required quantity of ecattle and develop a feeding program suitable for a
confinement dairy system.

For many years Mr. Brooks had made available his credit resources to an
associate in Memphis to help the associate in extensive cotton buying activities.
In late August of 1969, his associate committed suicide. This precipitated a large
unexpected cash demand on Mr. Brooks which he was unable to meet. In Oetober
of 1969, Mr. Brooks petitioned the court for a reorganization to allow him time to
absorb this demand. After six or seven months of discussions, investigations and
appraisals, the petition was denied and in July or August of 1970 he was declared
bankrupt.

Mr. Brooks was a very energetic and aggressive businessman. During the vears
of our association, he owned and operated several large farms scattered over five
states, one being located on the banks of the Rio Grande in Texas. He continued
to buy and develop other farm properties on a large seale and engaged in numerous
real estate construction ventures including a high rise apartment building in
Memphis.

Of his many ventures only two, Little River Farms and Standard Union Life
Insurance Co., had a bearing on our partnership.,

In 1969 Mr. Brooks bought an Atlanta firm, Little River Ine. The firm owned
a bottling plant, delivery equipment and thirty retail “milk jug' stores strategi-
cally located throughout Metro-Atlanta. At the time of purchase the Company
had a short term debt loan of approximately $300,000.00. This was owed primarily
to unpaid suppliers. Mr. Brooks paid $5,000.00 for the corporate stock and made
available advances to the company pending long term financing. A shortage of
loan funds in the banking community and & continuous rise in interest rates in
1969 delayed commitments for long term financing that had been extended to
f.‘-}ir. Brooks. His advances were never adequate for proper management of the
irm.

In the October petition for reorganization filed with the Bankruptey Court, Mr.
Brooks advances to Little River Farms were listed by his attorney as a possible
asset. During the period of attempted reorganization an attempt was made to sell
the Company. While the store locations were attractive to several groups inter-
ested in taking up Mr. Brooks note and the company debt, the complications of
dealing with the Court for approval of any proposal while the company continue
to operate was too much to overcome. Consequently, the trustee abandoned the
property as useless to the Estate. It was sold for taxes around 1970.

Mr. Brooks, recognizing a need for consolidation and central management of
his many business activities, bought Standard Union Life Insurance Co., an
Alabama chartered company, in 1968 to use as an overall holding company for
his assets. The home office was to be established in Memphis. Since the bulk of
his estate was in farm land, the Alabama regulations allowing unlimited real
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estate as admitted assets was particularly attractive to him. In the insurance
business those assets admitted and approved each year by the insurance com-
mission is the basis, or volume, on which the company may write insurance.

Pursuant to an agreement we reached, Mr. Brooks submitted my farm real
estate along with his in December of 1968, If approved as admitted assets. I was
to be issued stock on values to be appraised. In March of 1969 the Insurance Com-
missions of Tennessee and Georgia notified the Company that it had too much
real estate and to qualify for a renewal certificate it had to have a better balance
between liquid and real estate assets. According to our understanding, my land was
returned to me by the company sinece it did not qualify. My active participation
in the Company management was contingent upon my becoming a stockholder.
Since this never occurred, 1 was never actively involved. The record shows how-
ever, that during the entire period of Brooks ownership, Standard Union Life
Insurance had on deposit with the insurance commissioners over twice as much
cash as the maximum policyholders exposure.

The list of assets and liabilities filed with the Court by Mr. Brooks' attorney in
Oectober 1969 shows Standard Union was foreclosed by the Union National Bank of
Little Rock. Mr. Brooks pledged the stock of the company to the bank in con-
nection with a large loan listed under his liabilities. Since the bank was a secured
creditor the Company became their property and was not involved in the
bankruptey.

The staff report dwells at length on apparent inconsistencies between Touche
Ross & Co. work papers and partnership accounting and my Petition and Ac-
counting to the Court. Actually, these are two different reports. Touche Ross

Co.'s function and responsibility was to review partnership operations and
determine the tax impact. Their posting to capital accounts was based on their
impressions (See Stark letter) of the relations between the partners. My report,
taken from the bank ledger sheets, shows all funds advances by Brooks to the
partnership and all withdrawals by each of the partners. It also reflects the actual
agreements between the two partners as to their correct relationship as evidenced
by & memo of understanding signed by both partners.

While Touche Ross & Co. treats the partner relationship differently from the
intent of the partners, the two reports are not mutually exclusive. No funds were
unreported or unaccounted for and IRS rules were complied with. Corrections
in the capital aceounts were unimportant to the partners since the intent was to
merge and adjust these accounts at the time of permanent financing. Touche Ross
& Co. was hired by the Court to audit all of Mr. Brooks affairs and was the expert
witness at the hearing on accountings for the Hooper-Brooks partnership. The
Court after full examination accepted my report and a mutually agreeable dissolu-
tion of the partnership was reached.

Evervthing I reported was consistent with a reasonable equity position begin-
ning with the 1965 balance sheet, written agreement between partners and Mr.
Brooks methods of financing over the prior 10 to 15 year period.

While the chaos of the Brooks bankruptey and the many reports and accountings
of various authorities contribute to the complexity of the staff report and while
there is nothing illegal or immoral in these records, it is important to me to point
out that these were valid and serious business projects and had they not been
halted in mid-stream, I remain convinced that they would be in sueccessful oper-
ation today.

After reviewing the files and transcripts of this traumatic period, I see nothing
I eould have or ought to have done to prevent the events that occurred. If my
judgment is at fault in not anticipating the suicide then my company includes
many of the major bankers and insurance companies in the Mid-South. I co-
operated with all authorities in the various proceedings, was not evasive and did
not dodge my responsibilities. Whenever the facts were presented in the proper
manner and forum, the rulings consistently confirmed my position.

With reference to the selected newspaper articles, I am pleased to report that
the three major Tennessee newspapers editorially approved of my qualifications
and applauded my nominatoin by the President (Enclosures)

On the basis that several conclusions and comments by this paper that are in
error have a bearing on evaluation of my background, 1 have attached detailed
corrections of the most pertinent points,

1. *Can find no Air Force records of work on Protective headgear”. See attached
(a) others from General Welch, Training Command, detaching me to Wright
Field Research and Development. (b) Military requirements for my project. (¢)
letter of commendation for result achieved.
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2. “Financially troubled Insurance Co.” The attorney of the Insurance Com-
pany points out that at no time was the total liability for policyholders potential
claims anywhere near the cash reserves on deposit with the Alabama Insurance
Commission, the domicile State of the Corporation. The only “trouble” was an
excess of assets in real estate. While Alabama rules permitted unlimited real
estate as admitted assets, the State of Tennessee admits only a small percentage
of such assets. When instructed by the Tennessee Commission to reduce the real
estate holdings in March of 1969, Mr. Brooks made an effort to market some of
his farm properties, returned my land to me and continued to report these efforts
through August of 1969 to the Tennessee Commission. At no time was the financial
condition such as to threaten the security of the policyholders.

3. “Check swapping”. This is referring to the flow of checks detailed in my
report to Mr. Brooks bankruptey showing Mr. Brooks allocations of his resources.

f his project “A” had surplus funds and his project “B" had a financial need,
he would transfer funds from A to B. The main purpose of my report was to show
year by year the net funds remaining in the partnership account after deposits
and withdrawals which constituted the obligation to Mr. Brooks from the partner-
ship and was the basis on which Mr. Brooks' advances were to be returned out of
permanent financing.

4. “Failed Pet Food Manufacturer”. T sold my interests in Columbus Canning
Co., Inc. in early 1058, Midway in 1959 the new owners suffered severe reversals
in one of the businesses, primarily a Miami hotel, and shut down Columbus
Canning Co. in August of 1958, See attached. All of the creditors asserted their
claims against the new owners with two exceptions and these claims were for sums
owed by the Company prior to the sale of 1958. In one case, for lack of records,
we settled the claim and in the other we proved the claim invalid in a court pro-
ceeding. We sold a going business and the failure was clearly the responsibility of
th[e new owners and beyond that, was not the fault of the product or facilities we
sold.

5. “Would uphold Chairman Red Wagner if confirmed”. This statement belongs
exclusively to the reporter. In spite of my denials he came to me and left expressing
his conviction that this would be my position, Clearly, if, on a three man board,
two are always together, you have in effect a one man board. What his conecern
was about this matter, 1 was unable to determine.

To give some perspective it is interesting to note that, in 1972, during the con-
firmation hearing on Mr. Jenkins to the TVA Board, Senator Cooper stated as
follows: “apparently every time a new member of the board is nominated there is
always a great controversy over it as I have seen on this committee . el 4

It is also interesting to note that while Senator Brock and Senator Baker
endorsed Mr. Jenkins qualifications and track record in administration and
environmental concerns the same newspaper and groups attacking me were
emphatic in their opposition to Mr. Jenkins, “In our opinion he has done a far
from adequate job as Commissioner of Conservation. He has demonstrated his
lack of initiative and leadership . . . "

“, . . Based on our experience with Mr. Jenkins we are certain he cares little
for the common people of this area.” “. . . He had not done his job . . , lobbied
vigorously against any strengthening of strip laws . . . Does not represent the
needs of the public he serves but works for a small owerful group of moneyed
men . . . He will use the office as a stepping stone in his own political career . .
Jenkins is not worthy of the public trust of & TVA directorship”.

In spite of these dire predictions, Mr. Jenkins has done an excellent job during
a period that has seen a severe disloeation of energy economiecs, Maybe these
remarks point up what Mr. McBride, the retiring board member, had in mind
when he suggested the advantages of having a nominee from out of State. (See
attached, p. 337.)

From what I have been able to determine, the environmental groups and this
one newspaper seem most concerned over the abuses in strip mining areas, par-
ticularly about acid wastes into water supplies. Since TVA purchases approxi-
mately 5 percent of total coal production, it must, along with the purchases of the
other 95 percent, be concerned with proper production method. However to
concentrate on this problem is to ignore the much larger impact of, for exam ple,
agricultural nitrogen on the water supply all over the United States. Nitrogen
is required in practically all food and fibre production. In its present fast release
form it is of growing concern to the Environmental Protection Agency. Since
90 percent of all fertilizer is produced under TVA formulas and developments and
accounts for 14 of the total food and fibre produced in this country, it is vital
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that TVA be given the support to place in the hands of the farmer a slow release
form of nitrogen to stop this danger before it becomes more widespread. In the
1972 hearings Senators Cooper, Muskie and Brock voiced concern that TVA
re-emphasize the original objectives, i.e,, water, land and agriculture and not be
exclusively a power company. I share this concern.

Toucue Ross & Co.,
Memphis, Tenn., November 13, 1975.
Mr. James F. Hooreg,
800 Eighty Street North,
Columbus, Miss.

Dear Mr. Hoorer: Pursuant to your request we are enclosing a copy of a mem-
orandum which I dietated to the file on May 4, 1967 from notes which I had pre-
pared during the meeting at which the three of us discussed the preparation of the
1966 tax return of Hooper Dairy Farm.

You must keep in mind that this meeting was our first meeting and that we had
not analized any of the financial transactions for the year. This memorandum, of
course, represented my impressions of the items discussed and was prepared for
the purpose of guiding us in the preparation of the first tax return.

Also enclosed are the five pages of workpapers which you furnished to me at that
meeting and which are referred to in the memo.

Sincerely,
Don F. STARk.

Enclosures.

DecemBer 3, 1975.
Mr. James F. HooPEr,
800 North 8th Street,
Tolumbus, Miss.

Dear Mi. Hoorer: You have asked that we clarify certain points with respect
to the services which we rendered to Hooper Dairy Farm for the years 1968 and
1969. As you know, we were engaged to prepare the partnership’s tax returns from
data furnished to us and did not in any way perform an audit or otherwise inde-
pendently verify the transactions submitted to us.

You will also recall that you and I had very few direct dealings after our initial
meeting on May 2, 1967. Accordingly the following comments are for the most
part made as a result of my review of workpapers prepared by others and from
my recollection of events that occurred six or more years ago.

With respect to the year 1968, our records indicate that the first contact
occurred on May 2, 1969, when Martha Coleman wrote to you requesting informa-
tion concerning 1968 transactions and that by May 20th part of the information
had been received from you. A further note of May 27, 1969 indicates that the
bank statements were mailed to us on that date. There is no indication in the
workpapers that you ever personally met with any representative of Touche Ross
to go over in detail any of the transactions for the year 1968. My best recollection
is that all specific questions raised by us were handled either by correspondence
and/or telephone. The type of questions handled in this manner would have
been the accounting classification to be accorded to specific checks and/or deposits
rather than any overall discussions of the results of operations for the year. The
tax return itself was mailed to Mr. Brooks with a copy to you on/or about Septem-
ber 30, 1969. An extension of time within which to file the return had been
obtained to October 15, 1969.

With respect to 1969 operations, the initial classification of receipts and dis-
bursements for the months of January through August 19, 1969 was probably per-
formed during August and September of 1969, and was limited to a review of bank
statements, deposits slips and zancelled checks. Since we did not ultimately prepare
the tax return for this year our classifications were not reviewed in detail with
either you or Mr. Brooks. For example, receipts and disbursements with respect to
Little River Farms, Standard Union Life Insurance, Dabney Crump and First
National Bank of Marietta, Georgia were classified separately because these were
the indicated source of certain deposits and or/payee of certain checks. At no time
did we receive or examine any underlying documents which explained any of these
transactions. Thus the use of the terms “aceounts receivable”, “‘accounts payable”
and “notes payable’’ were our method of segregating these transactions by source
and were not meant to indicate an acknowledged relationship. In fact, a confirma-
tion request sent to First National Bank of Marietta, Georgia was returned to us
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indicating that neither Everett H. Brooks nor J. F. Hooper were directly liable to
them as of July 31, 1969. Unfortunately, we have not been able to locate the bank's
response at this time. This confirmation was, I believe, sent at the request of Roy
Hendrix, Trustee in Bankruptey, and may be in his possession.

We trust that this is responsive to your request, but if you have any further
questions, please let us hear from you.

Sincerely,
Don F. Stark.

WirLiamsoN ANp TABER,
Greenville, Ala., November 24, 1975.
Re: Standard Union Life Insurance Co.
Mr. James F. HoorEg,
c/o Burgin, Gholson, Hicks & Nichols, Attorneys at Law,
Columbus, Miss.

Dear Jim: I have had an opportunity to review the portion of the report as
pertains to Standard Union and am returning it herewith along with my comments.

I am of the opinion that the introduction itself creates n misleading format as
to that which follows. The writers editorialize: “By that time, not only had its
business and assets been drained by prior owners but its very authority to engage
in the insurance business was seriously in jeopardy.” The language “been drained
by prior owners” would infer wrongdoing on the part of previous owners.

Standard Union Life Insurance Company was a viable insurance company
domiciled in Montgomery, Alabama. Because of the operating losses incurred in
the immediate past, the shareholders of Standard Union deemed it in that com-
pany's best interest to enter into a corporate reorganization with Security Na-
tional Life Insurance Company (now First National Life Insurance Company).
Because of certain litigation then pending concerning a small block of Standard
Union's business, the vehicle of reinsurance was used to accomplish this reorga-
nization. I am enclosing herewith copy of the proxy statement that was used in
conjunction with the Annual Meeting of Standard Union shareholders seeking
approval of the Reinsurance Agreement.

You will note, from the proxy statement, that it provides, should the litigation
concerning the “President’s Special”’ policies be resolved that a total reinsurance
would be accomplished. This, in fact, did occur and Security National was able
to reinsure 100% of Standard Union’s bueiness.

This was a negotiated agreement done at arm’s length with full value being paid
for business and assets. There was nothing involved in this transaction that
jeopardized Standard Union in any manner.

"he introduction also refers to the reinsuranee of Mid-South and Trustee Life
business. I think it important that both of these Reinsurance Agreements were
approved by the appropriate regulatory authority which was, in both instances, the
Insurance Department of the State of Alabama. I am enclosing herewith copy of
letter from Superintendent of Insurance, State of Alabama, dated February 3,
1969, wherein he states that the Reinsurance Agreement re Mid-South which
came through reinsurance with American Family Life was in proper order and I
also enclose copy of Reinsurance Agreement with Trustee \\';li(’ll was approved
by the Superintendent of Insurance, State of Alabama, on April 20, 1969,

There is some misunderstanding concerning my statements in regard to the
financial statements filed with the States of Mississippi, Tennessee, Alabama and
Georgia reflecting year end 1968 financial condition of Standard Union Life
Insurance Company. As I recall my telephone conversation with Ms. Wilcox and
Mr. Herod, I stated that I prepared December 31, 1968, Convention Statements
for Standard Union Life }nnur:um-r‘ Company. All of these statements were
identical and were mailed from this office on March 3, 1969. Any statements that
would have been changed after they left this office would have been the statements
filed with the State of Tennessee which was not done by me. I am still of the
opinion that Mr, Brooks requested permission to redo the Tennessee statement
in an effort to have Standard Union qualified to do business in that state.

In regard to the financial statements, I am enclosing herewith the following:

1. Copy of a letter from me to Everett H. Brooks dated March 1, 1969, which
reflects enclosure to him of four copies of Annual Statements for execution by him
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as President and his wife, Betty, as Secretary of Standard Union. There is nothing
in this letter to indicate that there is any difference in these Annual Statements.
I am absolutely positive that the statements that accompanied my March 1,
1969, statements were identical and are those statements as shown in the Insurance
Departments of Georgia and Alabama.

2. Copies of letters of March 3, 1969, to the Department of Insurance, State of
Tennessee, Department of Insurance, State of Mississippi, Department of Insur-
ance, State of Georgia, and Department of Insurance, State of Alabama. These
letters are substantially identical and all show that Annual Statement of Standard
Union reflected the condition as of December 31, 1968, were enclosed. These state-
ments were identical and did not bear your signature thereon. I have personal
knowledge of the fact that these statements were not shown to you nor were the
figures contained therein discussed with you at the time of their preparation nor
dissemination to the various insurance departments.

3. Copy of letter from me to Everett H. Brooks, dated March 5, 1969, You will
note that the last paragraph of the first page thereof again shows that I forwarded
the Annual Statements to the various departments. Again, I call attention to the
fact that there is nothing in this letter nor in my recollection that would indicate
there was any difference in the figures reflected thereon.

Page 23 of the report states that your signature appears on a Standard Union
Life Insurance Company balance sheet that was submitted to the State of Tennes-
see. As stated above, your signature did not appear on any balance sheets or other
financial statements going from this office to the Insurance Department of Tennes-
see. If in faet, you did sign such a statement, 1 have nothing in my file nor recol-
leetion eoncerning that.

On Page 24, the report states that in May or June of 1969, you and Mr. Brooks
were aware that the authority of Standard Union to transact business in any state
other than Alabama was seriously in jeopardy and was dependent largely upon
increased liquidity of assets. 1, of course, have no way of knowing whether or not
you were aware of the liquidity problems with Standard Union in the states other
than Alabama. However, I feel that the language “either suspended from doing
business or have his license revoked in four of the five states in which it had
previously operated’ is misleading. Footnote 32 is correct wherein it states that
the licenses of Standard Union in various states were not renewed. All state
insurance departments are asked each year to renew licenses of insurance com-
panies theretofore doing business in the states, It is not a question of revocation or
suspension but is merely a question as to whether or not the eompany is in financial
state to have such a renewal. Standard Union in as far as these other states were
concerned, was not in a position to have its license renewed.

However, it was qualified to do business within the State of Alabama at all
times pertinent hereto. In fact, Alabama never undertook any action against
Standard Union Life Insurance Company because of its asset portfolio. Alabama
took action only when it came to their attention that Mr. Brooks had pledged
Standard Union stock as collateral on a bank loan and that the Bank had to
institute foreelosure proceedings. I am enclosing herewith copy of a letter dated
October 1, 1969, from the Superintendent of Insurance of the State of Alabama
to that end.

Insofar as the memorandum of Ms. Wilcox and Mr. Herod concerning their
telephone interview with me of October 2, 1975, I find it to be basically correct.
However, there is obviously some misunderstanding as to my statement concern-
ing what annual statements of Standard Union of December 31, 1968, were
changed, if any. Again, the statements disseminated from this office were identical.
The statements that were reviewed in Georgia, Alabama and Mississippi are the
figures that were on the Tennessee statement at the time it was originally for-
warded to the Insurance Department, State of Tennessee. Any changes in that
statement would have been subsequent to handling by this office and would have
been done by Mr. Brooks through his actuarial associates in Nashville, Tennessee,
and, I am sure, with approval from the State of Tennessee as to refiling.

If vou have any other questions in this regard, please call me.

Yours truly,

Joun A. TABER.
Enclosure.
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STATE oF ArnaBama, DEPARTMENT OF INsSUR ANCE,
Montgomery, Ala., February 3, 1969.
Re: Reinsurance Agreement, Standard Union Life Insurance Co. (Alabama),
American Family Life Assurance Co. of Columbus, Ga.
Mr. Joun A. Tasner,
Williamson and Taber,
Attorneys al Law,
Greenville, Ala.

DEAR MR. Taser: The above Reinsurance Agreement has been received in this
office and appears to be in proper order. Had this submission been made in dupli-
cate, the duplicate copy would have been stamped “Filed” and returned to you
but inasmuch as only one copy was received, we will retain it for our file.

Very truly yours,
R. Frank Ussery,
Superinlendent of Insurance,

ArMmy Air Forces,
HeapQUARTERS, AR TEcHNICAL SERVICE COMMAND,
Oclober 3, 1946.
Subject: Letter of Commendation.
To: Captain James F. Hooper, 0-780097.

1. On the occasion of your return to inactive duty 1 wish to exXpress my ap-
preciation for your individual effort and contribution toward our common goal,
the successful and victorious conclusion of the war, and to commend you for the
conscientious and efficient manner in which you have performed the duty assigned
you in the Personal Equipment Laboratory of the Engineering Division.

2. Your attention to detail, perseverance and devotion to duty has contributed
in a great measure to the prestige of this Division and has assisted materially in
the accomplishment of the final vietory.

3. It is desired to particularly commend you for your outstanding effort in the
development of Suit; Protective, Forest Landing, and Helmet; Flying, For High
Speed Aircraft, Protective.

4. Your recognition of the problems involved, and your superior ability in
solving these problems has resulted in an accomplishment of which T am justi-
fiably proud.

5. The undersigned desires to convey to you his very best wishes for a prosperous
and happy future.

MiLrarp L. Haskin,
Colonel, Air Corps.

Anmy Amr Forces,
HeapQuarTers, Ak TECHNICAL SERVICE CoMMAND,
Dayton, Ohio, May 8, 1945.
Serial No.: TI-2021, Addendum No. 5.
Subject: Protective Helmet for Fighter Aircraft Pilots.
To: Engineering Division.

Il, Problem Presented: (a) To develop a protective helmet for fighter aireraft
pilots.

2. Authority: (a) CG, AAF. By 1st Indorsement dated 2 May 45, subject as
above, received from Chief, Materiel Division, AC/AS, M&S.

3. Action desired:

(a) That the Engineering Division develop the subject helmet in accordance
with the attached Statement of Military Requirements.

(1) Samples of the subject helmets are to be forwarded to the AAF Board for
evaluation for service use.

(2) Samples of the helmets are to be sent to the 412th Fighter Group for
inspection at the same time they are sent to the A rmy Air Forces Board.

() Status report on the subject project is to be forwarded to AC/AS, M&S,
by 1 June 1945. This report should include an estimate of when sample articles
can be sent to the AAF Board.

(¢) This project carries a 1-C priority.

By command of Major General MEYERS:

T. A. Stus,
Colonel, Air Corps.

Inc.: Statement of Mil. Req. dtd April 23, 1945.
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[From the Commercial Appeal, Monday, Mar, 31, 1975]
Tor TVA Cuorce

The White House personnel office has recommended that President Ford appoint
James F. Hooper of Columbus, Miss,, to be the new member of the Tennessee
Valley Authority board of directors.

It is a good choice. Hooper's experience in agriculture together with his back-
ground in water resources management and his long efforts to establish the
Tennessee-Tombighee Waterway Development Authority all eapped by his
training as an industrial engineer surely make him a highly qualified person for
this post.

But if that were not enough, his philosophy in regard to TVA certainly would
make the difference. The Mid-South, he says, is “at an emerging period” in its
development and the future success of the TVA is essential to that emergence.

That is a progressive attitude which combined with his openmindedness about
how TVA develops and expands is what the region and the nation need at this
time.

BurLer, Snow, O'MARrA, STEVENS & CANNADA,
Jackson, Miss., April 25, 1975.
Mr. James F. Hoorer,
800 North 8th Street,
Columbus, Miss.

Dear Jim: You have requested that 1 give you the history of my contacts
with Rhodes Optical Company, Atlanta, Georgia, in connection with my efforts
to obtain eapital investment in Columbus Canning Company in and about the
vear 1958. My best recollection of the events leading up to and having to do with
Rhodes Investment in Columbus Canning Company is as follows:

Due to the rapid growth of the business and in order to assure its continued
growth and expansion, it was decided that additional capital should be invested.
You asked that I, as the Company attorney, assume the responsibility for locating
such capital. I contacted several different sources and finally made contact with
Rhodes Optical Company of Atlanta, Georgia, through a businessman who
enjoved a good reputation in the Georgia political and business communities. I
undertook a very intensive investigation of Rhodes and its principals, including
going to Georgia and Florida, checking with individuals there such as bank
presidents, looking at other businesses in which Rhodes had invested and doing
everything within my ability to assure mysell that Rhodes would be a desirable
type investor. My investigation led me to the definite conclusion that it would be
and I so recommended to you.

Based on my recommendation, Columbus Canning entered into certain con-
tractual relationships with Rhodes. While I do not remember the exact terms of
the arrangements, I do recall that one Ray Goodman, a principal of Rhodes,
assumed almost complete control of the affairs of Columbus Canning and that
your services were retained only to the extent desired by Rhodes and Goodman.
I recall being i:rosvnt in the offices of Columbus Canning on several occasions
during the early stages of this relationship when Goodman would call past and
prospective new suppliers of raw materials and assure them that Rhodes was to
guarantee the accounts. Apparently these suppliers must have made credit checks
and received the same type information that I did because they immediately
started shipping materials in unlimited quantities,

July 1, 1959, I moved to Jackson, Mississippi, from Columbus in order to
accept a senior partnership in the above firm. Prior to my departure, as a part
of closing out my Columbus practice, 1 had to advise you to obtain other counsel
s0 I am not familiar with the events that occurred in connection with the operation
of the business after mid-1959 and for a short time before that, However, 1 do
remember learning that you, Pratt Thomas and Otis Garard, they being the other
principals in Columbus Canning, were shocked to learn some time about middle or
late 1959 that the accounts of the business were not being paid by Goodman and
that he had apparently diverted the proceeds of the sales of the company’s
products.

In summary, the steps taken by you in entrusting to me as the company
attorney the responsibility of locating new capital ang in relying on my advice
were in keeping with accepted and usual business practices. You exercised what I
considered excellent business judgment, with every step based on the best informa-
tion available to you. I made what I consider a very thorough investigation and
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received favorable reports on Rhodes. Many suppliers and businesses with
investigative facilities much more complete and far reaching than mine reached
the same conclusion as indicated by the fact that tremendous amounts of goods
were shipped to Columbus Canning Company on the strength of Rhodes’ eredit
reputation. The business was apparently growing and prospering under the control
of Rhodes and its principals for a considerable period of time after the takeover
and there was certainly nothing to indicate the events or conditions that were to
lead to the downfall of the business. Certainly these events and conditions were
beyond vour control.

If 1 can be of any further assistance, please do not hesitate to call on me.

Very truly yours,
Roger C. LANDRUM.

[From the Chattanooga Times, Monday, June 16, 1075]
A Cuoice ror TVA

Early reports indicate President Ford seored well on his nomination of James F,
Hooper, a Columbus, Miss., businessman, for & nine-year term on the TVA board
of directors, If confirmed by the Senate, Mr. Hooper will succeed Don MeBride,
who did not seek reappointment.

Associates who know him well deseribe Mr., Hooper as a levelheaded, strong-
minded businessman and industrial engineer who has long been interested in
problems of land conservation and waterways development, He is a former member
of the Mississippi Rivers and Harbors Association, and an early participant in the
Tombighee River Water Management District.

Admittedly without expertise in the field of eleetrical energy generation and
distribution Mr. Hooper is well qualified by experience to deal with many of the
TVA’s other resource utilization programs such as fertilizer research, tree farming
and similar projects, And, of course, the agency is fully as concerned with these
as it is with its power program, although the latter gets more than its share of
publie attention.

His Mississippi residence, while not essential to his usefulness as a TVA director,
is a plus since it gives him a ready-made knowledge of regional problems and
potentials.

Friends of the TVA, as well as of Mr. Hooper, will await with interest a fuller
development of his viewpoints during confirmation hearings. We foresee little
opposition.

[From the Nashville Banner, June 11, 1875]
A Goop SELECTION

President Ford's decision to nominate James F. Hooper of Columbus, Miss.,
to be a new director of the Tennessee Valley Authority is fitting for the challenges
facing the TVA region.

Mr. Hooper’s background is broad enough to bring close-to-the-ground experi-
ence to the TVA board. A businessman, a farmer, a civic leader, a political leader,
Mr. Hooper has demonstrated through personal involvement an appreciation for
the region’s development.

TVA’s role in the growth of this region is well-documented. Its contribution
will be no less in the coming decade when the availability of energy supplies
will shape the region’s destiny, as well as the country’s.

In this trying period ahead, the insights of Mr. Hooper should serve the TVA
board of directors well.

As one of the early leaders in the development of the Tennessee-Tombighee
Waterway, Mr. Hooper has shown a healthy regard for both growth and environ-
mental concerns.

In doing so, he has not emerged as a narrow-minded representative of any
special-interest group. He is not a mouthpiece for private power. Nor is he an
ecological zealot.

Avoiding the extremes, Mr. Hooper has shown himself to be a level headed
citizen whose ideas seem to parallel closely those of the people served by TVA.

He is a good choice. His nomination deserves prompt Senate confirmation.
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[From the Sun-Democrat, Panducah, Ky., Friday, Jan. 81, 1975]
Remring TVA Direcror Says Svccessor SHovre Be Qursiper

Knoxville, Tenn. (AP)—Donald O. McBride says he feels his successor on the
Tennessee Valley Authority board of directors should be a “nonresident of the
Tennessee \'::H!'_\' area,”

And MeBride says he thinks it would be helpful if the new director is versed in
natural resource development.

MeBride's nine-yvear term on the three-member TV A board expires May 18, He
is 71 and plans to retire in Knoxville, Other members of the board are chairman
Aubrey J. Wagner and William L. Jenkins.

President Ford will nominate MeBride's suceessor, who must be confirmed by
the Senate.

One reason MeBride believes his suceessor should eome from outside the valley
is that an outsider “‘could serve without prejudice toward any particular valley
section.

“I'm not saying the next man would be prejudiced, but it would be less suscep-
tible to pressure from valley areas."

MecBride is originally from Oklahoma and he said he felt “'I've had an advantage
beeause of that.” He was appointed to the TV A board in 1966 by the late President
Lyndon Johnson

His suecessor, MeBride said in an interview, should possess ““a broad experience
in land, woods and water. And it wouldn't hurt if he knew something about nuelear
energy.”

The TV A power system is now concentrating on nuclear electric facilities.

MeBride said TVA must continue to work toward raising per capita income in
the Tennessee Valley.

“We must raise per capita income up to and beyond the national average,”’ he
declared. “In 1033 the valley per capita income was 45 per cent of the national
average. Now it's 76 per cent,”

The authority was created by Congress in May 1933.

Mercuants & FArMERs BANK,
Columbus, Miss., July 3, 1975.
Mr. James F. Hoorer,
800 Eight Street N.,
Columbus, Miss.

DEeAR Jim, A friend in Nashville has sent me elippings from the Nat Caldwell
stories in the Nashville Tennessean regarding your nomination for the TVA
Directorship, and I hasten to tell you that I am astounded that Nat would turn
out such unfactual diatribe.

When he was in Columbus to dig up the facts in the matter, Nat told me that
he could find nothing whatsoever against your character.

He said that, in carrying out his assignment from the Tennessean to do a
“hatchet job' on you, he expected to resort to ridicule.

He said he intended to ereate such a public reaction that your nomination
should be laughed off.

I have known Nut a long time. When I was with the International News Service,
he and I covered a number of major southern political stories. I do not, then,
believe for a minute that Nat Caldwell would misrepresent the matter as he saw it.

As vou know, I was in good faith when I suggested to you that you meet with
Nat and that you |.'ll\' the cards on the table. I felt confident T_h.'ﬂ, Ier“‘i'l}Hl:llldi]’ll{
the pressure his editors undoubtedly would bring upon him to make you appear
less than honest, he could be expected to stick at least to the basic facts,

While 1T knew that the Tennessean, ever since this newspaper was handed over
to the late publisher Silliman Evans by FDR through the RFC and Jesse Jones,
had been an ultra-liberal publication, 1 think they have gone beyond the pale of
good reporting when they foreed Nat to use their news columns to fulfill editorial
objectives. The stories that Nat has concocted, in his opinion perhaps poke ridicule
vour way, but they are plainly ridiculous to anyone who knows you.




340

All this adverse nonsense, confined exclu as far as I ean tell to the columns
of the Tennessean, is not likely to damage vour image seriously anywhere that
counts. So, be of cheer!

With best regards, 1 am,

Sincerely,
Joun R. Henry,
13?.!.

CorLumsus, Miss., January 22, 1976.
Mr. James F. Hoorer,
Columbus, Miss.

DEar Jim: When I read the article about vou written by Nat Caldwell in the
June 22nd issue of The Nashville Tennesseean (which I had not seen before now),
I was astounded at the statement he made quoting me as saving that I told him 1
was sure that you would support Red Wagner all the w ay, ete., (this is not ver-
batim.) I made no such statement and as vou know, I would have had no basis to
make it. I do not recall that you ever told me that you would support Red Wagner
or Bill Jenkins or any other person. The statement is a deliberate newspaper
fabrication.

I do recall, Jim, that during our conversation while he was here in Columbus, I
asked him why he was asking all those questions about you and trying to dig up
as many derogatory things about you as he eou I asked him why he didn't
forget it and try to find some of the good things he d find. His answer to me was
that he was sent down here by his edit sher to dig up all of the things
he could find on you and he said that, “You know, Louis, when your editor and
publisher sends you down to do a job, you do it. I am working for The Tennesseean
and I've got to do what they tell me to do.”

Jim, I ean assure you that I never made such a statement to Nat or to any one
else, I would have had no basis for such a statement because 1 am eonvineed as vou
are that you are your own man and that you are going to vote and make decisions
on what your own judgment dictates and not what anyone else tells yvou to do.

You can assure anyone that questions that statement attributed to me that it is
complete fabrication.

Best regards,

Louis Wisk.
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