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- Investigation upon the Commﬁ..;s:xon's .
own motion to incuire: into the el .

- fect upon the.rates. and. operating

- expenses. of ‘public. utilities of -
Federal ar Taxes on zncome accrued
and. pa.id by the utility.

| Case \Io. 1...731 . o
("'dntempt Proceeding)

. V\Jvuvv\'/\/

.,viorott C. cKeage a.nd Rodc-ick 8. Cassic‘.y,.
‘ for Ai'f:.ant Mathewson.v -

.

' Grove J. Fizk.and Garton D. Keyston, i‘or '
Re-pordeﬁts.. _

BY ™= CO ’ISSION

OP]ZNIO‘\T O'\I OQD P OF DIS‘/ISSA«

'I‘he general invost.:.ze.tion :n Case No. L73‘ was instituted |
- By the Commission on June 2‘7, 19.‘.1. aud set ..or public hearimr at o
San Francisco on August 10 19!..L. _ ear.’z.ngs .m said investigatio
were . held on. August 10 and J...,' 3.9L.L. Furt‘*er adjourvd hearinzs -
.' L were. held and no decision has yet boeq issued in that investiga- " “.‘v-‘ -

tion proceed:mg. (l)

' 'I'he naturc of. the proceedinp' in Case N - L731 was stated at_l_~ )
the opealng of . the hearing on Aug;ust 10, .1944," by ?rosidi.ng
Commissioner Sa.ch...e, in pa.rt as. 021 Lows (Tr. p. 3 L) e

: "‘I‘hc subject oL tnc instan:: .:anestiga ion i., of nat:.on-w;’Lde o
interest and:is engaging the attention and comsideratior of voth
the courts and public utility regulatory comi.,s:.ons throu}g,hout AR
the country, . Several of the Federal and Staté repmtory bodics"' o
are now -engaged in the._conside:ation of thi., subject. e "




The San "rancisco cxaminer is a. daily ncwgpaper published
Cand- circulated by Fearst Publications, Irccrpcrated C arcncc q,‘,l___"
Lindner being the Publishcr c’ thab paper, William C. J*en the |
izor and Vanaging Hditor, and E. v JcOcadc ,bc City Hdimcrg
| '.The Aupust 12 l?LL issuc of the San Frcnc_sco nxaminer containec

an article rcla ing to thc procced.ngs befcrc thc Raiﬁroad Com-'c

sio" at the hcarir? neza on, August 11 19u. 1.—; Case ’\Io. z.731 w““ch -

(I) COntd.

. "The naturc and sccpc of thic invescipation are ~ct out
~ in the-order, copies.of which have heret zofore been served - 3
upon all those. utilities cncrcrated 1n axhibit 'A' anncxed tc; .
the orderg» ' Sl .

: -"The commission wou*d liyc tc havev-t und cr,tcod that
this investigation Ls.exploratery and fact finding in its:
nature. . Ve are seeking information on this important matter ‘o
and, particularly on the question of ‘how the pudblic utilities -
in California and California rate payers are affected. It is .
hoped  that as:.a:result of this investigation the: Commission.
will-secure. sufficient facts and information upon which to- .|
base a pclicy applying to. the subject mattcr under conciderc-~j
ticn. : ‘ L : S
"The Ccmmission wis hcs to make it plain thaz no rate
_ reductions are:contemplated in this proceeding. . Any rate:
reduction made by us must necessarily come as the. result cf
a separate:and independent procecding against the. public
utility whose rates may be.called into. question,. We.are: ' -
here. secking information and facts from the utilities bear~
ing upon-the ‘subject of this investigation and nothing more,
- The Commission hopes that the utilitics and the representa=.
tives of the public who may wish to appear will give us their .
best cooperation and assistance to the end that a proper. undcrv‘?
standing . of ‘the various aspects of the prodlem may be had 'and a. '
-~ sound ‘and ' equitable ‘solation found, - The Commissicn believes .
that it is:its.duty to inform 4itsell thoroughly on.all perti-
nent facks that may have a bearing upon che quc'tions involvcd
this prcceedinr e e daloa
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'”STA‘IE RAIL COIvMISSION IN S'I‘ORMY M‘EET
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"" Members Attack Veracity of chortcm and -
Aspall Firms For Turning %o Ne'wepapors '

N ‘ et
" + -,' -
) .

: "'L‘hi'eé members of.' the State’ rallroad con:mis-,
‘sion, infwriated becauvse: corporationa ‘mad the
temsrity to bring their-case before the’ public.
through the press, yoe‘tordal lost all aomblanco
of dignity, end labeled ‘practically” every: one
fram corporations ‘to nwspaper repomre ae
lz.cra o' S o
o The’ th:ee commiesionors--&oeident R:chard Lo

‘Sachse, Frank Clark and Franck Havenner-:-are all :
appointees of ‘former Governor Culbert L. Olsen.

Ostensibly, ‘the ‘comiselon 1s:sitting hore for

an, anestz.gat:ton’ ‘of the.relation of corpora-:.

tion excess profits taxes and other Federal In- .

- ‘come taxes: to operating expenses. - The commis-'
sion's procedure in this matter has beex criti-.

© elzod by legel authorities, who.say the ‘subject: .
is: aolely within tho .jm:isdiccion of C’ongreas. L

' "The Lroworke star‘aed vnen the three mombers .

- sherply denownced the Pacific Telephone and Tele-
graph Compeny for-daring to criticize the. comm:.s- :
sion'ef 'purposcs’ 1n or&erm.g thc hearin.g ‘

"'BACKEZD BY mvzw:a

"Plain..y ehwing his anger, Scchae summarily - o
ord.ered company attomeys to 'produco' N. R, .
Powley, presidem: of the utility, and’ place him

on the stand. Clark and Eavonner backed
Sachse 's 0rder. o

.41 ",,',,o'

"Hﬁa angcr, Sachec told astoniahed. vitnosses .-
and ‘spec Vatora, was eroused because’ Powley dared
o furnisk the press with a- prel.mimry s’cate-f,y
wont,’ explnining his’ .company’s. position on t.ho
extremely’ technical and’complicated’ matters -

. mder '.’anestigation’ by 't.ho commission. =

0"\ N « e ¥

“"'I dopand ‘that Powley bo brought hore and
put on-the-stand, ' Sachse toLd Artmxr Goorgo ’
- the utility B attomey._. A




- "The.comrisaion 4s entitled to an explanation:
from Powley for daring 10 make a statement to:the .
prons prior to his appesaranco hore as a awitness,!
~ barked Clark. .'The only prover place to ecriticizce’
"' the commission s at the hearing, not in the press. )

- "'EOW DARE YOU‘?'

, "’l’hon, 29 Goorge ook the stard, prolimim'y

. %0 -Powley's appeorance,, tho throo mombors TO0K -
turnse -abusing.him and.the company, the press, . -

.. reporters, and:all who dared %o queation thoir
‘znotivoa or authority. - T :

'-' o da.re vou ' argue tho case in the news- .
papers?' Clark-demandod of Goorge. . o

'.';'Why haven' +.you coraulted with usJ the
throe mombors of the.comigsion, bafore you
- rushod to tho nowepapers?’ shouted Eavemnoer.

"'rhon, gm:gme & copy of Joatcrdny 8 E:minor
: :Ln ‘his u-ombling hund, Ba.vonnor uhrickod.' ‘

‘o ""I‘hie sto::y 108 ...io.. Tho repor'bor vho wotc «
litisa.liax?__

. "GRAEMER SPEFJS U'P.

"A:c‘cor eomo of the- oxci*tomont had aubs:.dod,
. Comissioner Justus ‘Cracmer Jorred tho-threo:
..,Olaon-appoimooa -on the commission by reminding
. them that tho Pacific Tolephone and ‘Tolegraph
Company's. statenont,. which had boon frrmished to -
the pross, and to which oachso, Clark and Eavennor -
. objected 8¢ .streaunously, ::.v.d. been r..lod vith the
comission laet Mond.o.y. TR - . .

. ™ 'don’t want to wash tho-comission’s dir::y o
~ linen in public,'- Cracmor aaid, 'dut 1 fecl it i
My duty 1o geot this fact into the rocord.! .

"Sachse, -Clerk and Fsvenner jumpoed to their
_ feot with denials, ’but. nobody could undera ..and.
; wWhat! 'thoy eaid..

. ”All othor discussion, of 'che sub:ject under
. .consideration was tabled yosterdsy vhile tho .
..throe mombcrs rrothod and. fumod. - '

Wmat :.ta roal aima woro , m ordoring tho
‘hearing, the commission 4id not divulge. . The
- threc members, intorrupting. ono anothor and wi

. nosses constentiy, Xopt mumbiing sbout' Yfalr
and equal rates, Justifisble oxpenditures,” and




rits: duty Y 'che pubJ.iC‘ coroora‘oions and everyone o
clse. = y ; R

. "C...ark snea}d.rg only fo* himsel_, ‘inally, read ‘
intothe record that - this.hearinm &s not'a steo- -
€0 eripple the utilities. by reducing their rates
arbitrarily. .. On.the coasirary, L.would be 'nil.‘.:.np
10 prant them rate incriases, if it-is ﬂecessa:;z

 to do.soy' , R ‘

WGIVEN. 'SHARP 160K,

T s he. z'.ad'e this- s‘caﬁ.ement ;s Sachse and Havenner
' looked ‘at. Clar}f sha.rply but made 20 additional
commem:.,-«_.,_; _

: "unly a. “ew of t‘w large number of w:!.messes ;-
scheduled to appear before the comission Thurs-
“day-and: rriday, had an opportun..ty 20 be neard
because of the amount:of time wasted, by the three o
members in arguing with each other; heckling Wite .
nesses; aad at tempt:.ng 'c.o exclaia wny the "xearing
- Was orcered.,

: "Before ‘che commissio'x lo.,'c :Lt,s dignity,. B.:i.
Backett, rate engineer for the Pacific Gas and
Zlectric.Company, coatrasted the rise of the cost

~of liying in San Francisco and 3ay.area,’ from . .
1939 through 1.943, with: t"ze reductios in ' gas_ and E
power charged 4o consw::ers » during the:same: period.‘ )
"This. irretutao.:.e data was-obtained from the Bureau
of Labor Stat:.s'cics (BLS) and thc company s records. .

'"BRI“’F I\T ...,CO"’D

: "'Ihe commission also i'inally per'ait‘ced the s
Pacific’ Telephone and' ’L‘clegra.nh Company ito place R
its formal brier into the record. The statement. -
stressed the: ract t‘mt the cocmanv nad’ not prof:.ted '
at the expense of the Nation's war cffort, but, .on
the: contrary, ...'cs ewrrent earaings were not. eufﬁ.-'
cient’ o maintain a’ sound), long time crﬂ'dp.t post= ' "
tion, necessary Lo protect bo1.n ct.stomers and st.oclr-

_ holders.-_, : o e S
"The presen‘c bear:.ng wil.l ‘-e continued in Loa
Angeles) Augu.st 18, 'co e i‘ollov.ed ‘oy :mo'chcr
session n'erc. , e )
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On September 12 l9LL an A.fi'idavit and. Application i‘or Order to Show e

Cause was: filed with this Commissn.or. by H. G. .a-.athewson. o

Lt
i




- "Said documont alleged 1.n part that t.ho.:nowspaper article of Augu.s't 12
19M~ waa a,falao nnd grosul;r :.mccurate report. o,. the hoar:!.ng ):och 'bc-'_l' -
_for the Comiuion oo Au.gust _l, 19N+ end. const:.tuted a con.tcmpt. of _

' said. Comission. On September l}, 191& t.he Comm'as.on ieeucd an O;der"‘.'-' :.

" to 'Shcw Cause , Yhich o“dcrf directed 't.he-corpomt.ton e.nd tho threc in- |
'd.s.vmuala hereimbove mcntiomd to appear bc:’oro the Commission on |
aOGtober 5, 191&15 and. ehw cauae, :I.::‘ w thoy had, why they and oac.h of
s thcm ehould not be ad:}ud.ged to ‘oe in conwmpt of the Railroad Coms- :f':
‘--sion and. puni.ahcd therefor :.n the mnmr‘provided by. J.aw, for the
» ;-';alleged. contemp‘c aet for‘tb. in tho Mfidavﬂ.t and Application for Oz'd.er : "
-'_'to Show»Causc.‘ ' o | n |

| Public hearings 1n said: @roceom 1in contompt voz'c thcrc- '
Lo after hold an October _5, Novcmbcr 29, 50, Docomber 1 12, 5 and 19,

o 91d+ (2) A-t. thcr hearine: of. Docombor 1'9,- 19“* °°‘m°°1 f°" M'mt ’ub"v‘:v"

B “mitted !:. motion that ‘che proceeair.g be diemﬁ.ssod, for the reasona

= horcim:tter stated 1:1 this Qpinion.. Such moti.on we.s takcn. under eub-
‘ '«.‘.‘md.seion. ‘I‘ho Commission thc.n ad..jomed v:.‘c.h 'tho mdersmd:.ne, that

‘l shou.ld the motion be d.enicd., the procoed.ing vould. be roaet i‘or rurther
.‘hcarin.s on the mer:bts upon due notice: to the parties. e -'

W:.th. the £oregomg c.hronologﬁ.oal rocital of..ac‘cs in m:.nd,

Ve .now twen to a conaideration of *.'.ho action this Coxnm.iasion should |
T talce pursuant to« aa:r.d. motion, a...l nhe A:chumstancos being cmid,ered. -
| - 'me proceeding m thl.s caee bring mto bold. rolier and pute
at 1esuo -the age-old coni’l.ict botween f.he maintenanco of the rreodom
'-of tho pross on the oz hmd. md tho mintomnce oi' tho orderly ad.m.m- |

istration of the law-"u.’l. proceed.ings oi‘ publ.".c t.ribunals on tl:w othor. o

(Q)Comiseionera Sachao » Clark,. Eovemner and. Rowollv pnrticipated. in
o 'this procoed.ing Comissd.onor -Cracmer d.id not participato.

b




N

.Whi.xc courto hovc ottompted. 'co z-cconcile th.:!.s conflict und havo I.a.id
| down va.riouo z'ulco and rormulao for the’ reconciliation of such con- "'. .]
i‘lict, novorthcloes, ooch cage must bo d.ecidod upon tho por'r.icular
| fac'ce thorein exictz.ng. "f’horc 1o 20 more. e;or.orau.y cstabliahed an& :" ‘
acccptod. prinoiplo ...n I frec gmrnmont than 'tho ncccsaity for frood.om |

of oxprossion, m::h anlud.cs frood.om oi' opeoch and “recdom. of tho

o prcss, but m the ea:ne :t'roc govornmcn‘t thero 1a also an oquo.a.ly voll

cs‘::abliehcd pr..noiple Vhich is tha'c onc n'b,o sooks 'x:o oxercisc rroodom
, of opooch or troodom o:t' tho prcso must De hold rosponei‘olo for any

:buso thoroof. I.ord Mamfiold. bluntly ctatcd. 11: v‘.hon ho soid thot onc :
_ publiahoa et his poril Thoso who cre woddod. to ‘chc 1doa or rroo |

‘govommont oxpcricncc no d:.fficul‘oy in oqmlly supporting the 'Wo

principloo ad.vorted to cbovo, ‘chm: io, i‘recd.om ol oxprcuion and atrict ' o

accountability :tor 'ohoeo vho abuso tnat froed.om. It could not bc

,otherwiso i:t' Ve au‘bocribo to tho bcl.a.c‘ that thoro mt bo 80 powcr

‘

rosid.ing 1n govomnont 'uh.ot cmolou 11: to maintoin 11:5 ordor.‘ly and
' dcxnocratic proooaeec. B o ;v . ' - -

| 'I‘ho ncwspopor orticlc publiohed b;r t.ho rospondcnto, vhd.ch

-has horetoforo boorn sct out, nccds no mtcrprowtion or olaborotion,

ror that art:t.c-lo apooka for: 1tscli'. 'I‘ho trom:crip. or tb.e procoodings

bofore this Commiesion., wb.ich tnia wspaper orticlc aougnt 1o dcccribe |

) 15 conclusivo upon 't:ho pol.r.t th.ct 't.hc orticlc 1::. question 18 mtrue 'J.n

mnor viml rcepocts ana, to chc.roctcrize 1t modoratoly and d.ispaooion_v:’_-, .

' atcly, 1c, cs z-¥ wholc, a faloo and. groooly mialood.i.ng ropo::t oi‘ oaid . -
3proceodings - ’ T T

It is obvioua thot ‘the a:-‘ci.clo io ma-ulting to the Comia- : _q

ston ond. :.n the ;n.‘l.nd. of tho readcr mct mioo d.oubt or the Comiaaion 8. o

" mmgriw o:t‘ pu:'pooo and i'ts capocity to fwct on propcrly :Ln the

» preecn‘t !rocoeding




"..

earing in mind tha'c thia contempt procoe&ine; did not'

, arrivo a'c the n‘bago o tho pu*t‘t::.ng .‘Ln oy roopondcnto of a factual

o dofcnoc . (demuzm and mo'ci.on.a to diamiss by roopondents having beon

’

procontcd and a'-guod and cvcrru...dd and dcnied by ’tho Commission) 'wc "
aro not assuming to mke findinga of fact upon con'trwerted :Lssueo
: tb.a’c my have boon raised by the’ complaim: ..n 'thie prooecdine; and.
the answer or answere vh.cch m.g,ht have been “ilod by the reepondenw.

: Eowever, we are of the opinion thm: this ncwspaper amicle ; on S.ts

- ,*face and w‘thant morc ’ cons'ututed contempt o:‘ m:ls Cc>znm:!.euz«1.c>x:,q For '

..support o:t’ our concluaion th.hs ree,'crd. wo ciw the case of In the

| ,Mctter o*‘ San Francisco C'hronic.u, ot al.J X Ca.t..(ed) 6‘50, 656. v‘.. R |

Noth ng said. in ridﬁos v. Cali’om..a or Qsz-Mirmr Comiagy v..

', ierior Court 31h U.s. 252- 86 . ed. 192, m:.lita‘oee agamst t’aie

'V'...OW.

i
e
"f

We realize, a8 was poinﬁed out in the motion to diamina, 'that

2 porson .havin.g cémmitted. con‘cempt, 1‘: aoes not follow '\ma“t'/ -sw:,h ;person

muot of necosaity qu::’.'or the prin:: ':.n& abnrlt-:.’os prosamm 'by 'd.nw ffr his
l'cranaerossion. All thc c.t onding circumstancos surromd.ing the ac: in

. {
quoation mt bo taken ...nto considoration and whilo tho abaencc o:t' an

. mwnt to commit conzcmpt d.oes not conetitite of 1teelf e dofcnso wo
a ;procccding of thia charactor, nevorthaloss, Ve ehall ta}:e rcspondents
ploa 1n1:o considcration 88 a mitie;cti.r.g circumn'ccnce. . B:r awom ..rn- o

Admr:lta 'the rospondente have d.isc.vowod any z:rtent 'to comit a contempt

of thic Comisaion c.nd nava stated thct th»y publishad -tho newspapor

orticlc in quoscicm upcn t.ho h.cnest bel:!.er thut tho ropor'bcr xmo fwma

‘chc amiclo vrotc a fcct.ml account ‘of thc procood.:.ngc bcfore *t.h.s .
= Comm:.saion, wnich acid newspapcr article purpomd to deecribc. . Re- -

‘cpondonts fur't.her atato ‘that thcy exercised reasonablo care 1n 't:.ho




_'employment of thia reporter and believed. hm to be c competont and |
'ablo newspaper roportoz.( Wo also have :u-; mJ.nd tho circumstamo that
vory i'cv porsons in ‘the .jomli tie . profeeeian had ac'cual lmcrwlod.go
‘of the fact that thia Comm:!.ecion 13 poascsced of the same powers 'co

'comit for contompt t.hat & ‘et of- record lws.- I‘t 13 alao 't:o be'

no'bed. 'cha'c ths.s C:ommiss‘ion has very sparmgly exercised in tho paat,

1'te powcr to comm:.t "cr contompt. During thc 't.:Lma covered by 'tho

..___various hearings in this cdntﬁnpt procecdzng, thc respondon’ce havc

publishod rcaeombly fair cccoun‘cc o. thoec ncaringn and by 6o mking
' the 1cad, other ncwspcpcra have d.c;:.o likcv‘ ee. Ihun ’ the gemral
public b.as 'boen md.e acq_uaintod. with t.he fact that thio Commiesion

: ‘doos h.:xvo ‘c.hc pwor 'co punish 'or con.,ompt., '.‘.‘hic fac‘t, oi' S.tsol. ,

" '_ h.as mde th:!.s proceeding g contcmpt scrvo ‘2 public purposc w:h.;ch

mue‘c not ve cverlookod. in arriving a's e d.ocieion in 'ch:.s mt‘t‘m’ ‘I‘hc

gencral pu‘bl.;.c :Ls now in:fomd. that t.he procoodi.nge beforc 't.hie Comm.’x.s- .

: vsion are cntitlod. to thc scmo respect ‘that, 13 accord.ed. to procoed.ines ' .

N ) l

boz‘oro any cow.'t o:t' record.

A contcmpt procoedmg 15 .nstitutod for thc pw.-poao of

, pro‘cocting a coucrt or othcr tribxmal 1n 'z:ho ordcrly conduct or pro— '.
; , cced.ings boforo such com or t.ri‘ounel. thn a contompt procood.ing ‘

. haa subearved this p.:rposc, 11'. ahould be brought 'to an cnd. I—. spir.:.t

N ’of vindictiveness or spitefulncss lms no placc 1n 't:ho prosecu’cion of

acontompt proceeding | | ’ SR A g

| \ With the- ':orcgoing viws m Mnd vo az-rive ut 'tho conclu-

| aion t.hat o continuation or thi., procoodmg could oerm no furthcr

' public or- uaoml purposo and '.re think :C't chould bo diamissed._, I'c. is

‘ our hopo me.t t.he action 'we ere horein tal:ing wﬂ.l not be m.ioconstrwwd

 oF m.‘!.eundcrstood.. wc az-e of 'cho opinion thot the owspaper article in




'

question. did cor.st:.tuto can.‘cempc buz the circmtances of the caso
‘now mke 1t appropriate that t.h:.e procoods.ng a@amt the reapond.ante .
" be. d.ismieaed. -

B om:afor n:smssnf'v

For t.he Teascnd . stated m tho torogoing opinian, and 3ood
- couse’ appoaring thero:‘or, : “ ' IR o
| | IT IS MZREBY ORDERID) tbn‘.:. the with:.n proceed.ing m conumpt ;
“as to a:u. or 'the reapondents horein be,and, the ‘sems’ 19 hereby dismisscd, -
nnd. t.he order to show cause N herctofon 1asmd. hez-ain, .'bo and. the |
-13 horeby d.iechargad.. R ” T

o Commiwsfoners., . TR




