San Tranticco, Californis.

\&"

| C,::ork of the United Statec Cireunit Couxrt of Anpeals; 5/0 ?

JMarch 14, 1913.

St. Louis, lo.
Dear Sir: - |
epro..entutives 0? tze Tnion, uou*hei'n and Central Pacific
' appearod before thiz Commission last night aslking for & &t atomont
of 1tg pogit-iqn with reference t0 & cortalz modified wnmerging
,agreeﬁont,and.,thc 'p'ositi‘on of this Commiscion 18 e:nbd'éiod in the
:collowing 31:a1:emen | |
Herc*o’oro on tho t-w-nty-:fon.rth dgy of Fedruery, 19.;3 t..iu
Coﬁmisﬂon approvad nith certain conditions the annlica"ion o thc
Cent*a.l ci?ic' "'zilwa;r Compexy, the Scxlhera :.-'-‘e.ci:ic P.ailroad.
:COmpa::y and the Soathem Pacit Company o enter intol ccr‘.:é..in.,relw-
, tion.,hins set out in :"ull in‘.:hc o;:;.nion Reretolore randered.. , This
-COMiJSiOR g:.-:-.ntod *he ~..~31'>3.icz3. tion wnen saver conditéons, all o2
which empoar in the order herotolore rond.orod rafarencs t0 which
is had. for mrticnla:c. |
”‘ebrna*y twenty- ecord tre Union 1=’.«.xc*_£i<: Reilrocd Company
| zmd the Central Paciﬁc P.ailway Compeny iled an appi‘ication whrrein
i a.p.proval of this Commizsion wes ackod of lea:w set out therein by
the Cert ra.i "uci*’ic 'D.ailma.y Com«my to the Union Pecific ?.a.ilféé.d
Q‘omp}my_\ 0% a.llvthq‘p:oxoem of tne Con‘.:ral Dact 1c '-'*.ailway Compa::y |
' locé.tedv'ithin “he Sté %o of California soutk of "enma. 3y rca.eon
‘o :Mij.":‘.v'.ovc‘:f‘s statement that the 1mpo~ition ¢ axy coneitionz 'b:7‘
' this Co'm scion wonlc". defeat the agrne:non.., no suoci"ic actipn hes
iéler_xl. saken Tpon. tke amlicc.:ion for spwroval of the Teace .'
| | 02, }na:.-éh *'hi'-‘ace*"h. 1213, tae union Pc.cs."’ic Railroad Com—
-p.n.n:,’ and 4he Central Pacific- %i.z.way Compa..qr apneared. before th
-\Cozn:zission n::-gi:z,; the g.vproval o"’ sz2id lease and me%nﬁng s
> .,olee;m:: :Erom 2.S.2ovett, chafzmen of tae Board of Directors p;‘.’
the‘Unioz; Decife P.a.nroad Commeny %0 she ettoraners ‘t‘r:‘.‘:h'o Tnioz
, ?acifi‘c Rellr om‘. Oommny and the Central Pacif Railwaycomnan:rin
. Soa "*a.ncisco;: om 25 Zollows: |

‘.T."ac. pmf‘.:f..os:have- practically agreed upon 2 modificetion of




'

‘agroement of Pebrunry 8, 1913, vhich eliminatoz most of Tho features
&coned objoctionable dy the Raslroad Commission or as $o whic™ the
- Compiseion impomed condistions. Cireuit Jundzes hava oxprossed o wil-
lingneszs to gront hearing on nmodificd plan on Saturday worziag.
Underwriting Syrdicnte expires on Ssturday tnlesz we Obtain Dy that
+im0. deeroe of ALstrict couxrt ard all zmecezcary anproval oX Calil-
ornia Commiseix as hereinafter ciated, nomoly. . '
Piret - Approvel o2 Lesse oL Line from Jehama to Oregon Boundary, Zom
' leateaand provisione concerning same boing mnchanged froa
apreoncnt 02 Pebruary 8, 1913, excoptildy.eddition of provic-
1onz that vsluation determined as provided in the sproemext
shell be sublect %o review by Comriscion.
Sale of Californic Rortion of Line <rom Waed to Xlazatk Palls
end Jatron at & price roprecenting the cost of calld portion
<. thoe 11:-0- ' ’ : .
A lease by the Cantral Paciféc Railway Company to Union
Pacific Pailroeld Compary in the form proposed in the appli-~
cation £iled with tho Commiszsion on Tobruaxy l9th whick
covers all +he property of the Contrel Pacitic except the
lines North o0f Tehama. The nmodified spreement will eliminate
allnrovisions as to the Joint wee of the Zonlicia lire.
The Jjolnt use of Terminals and the trackage and running
rights from Nework 0 Redwood and from Redwood o Sen Frex-
cieco, thue leevizg £o& the Commission's approvel only the
three matters ghove nmentioned. ©Thn lease oL the Contrel
Daciftic %o the Tnion Pecific donc not stpercedoe the sale
T the Central Pacific =tocx but is reguired iz addiftioz
thereto in oxrdsr 40 scceure “he necossary cozsent 0L the .
Frencr Benke. The anproval 04 <he Commission a2 t0 value-
tion of tha line nort: of Tatama may of conrse be roserved,
by the Commicsion Zor ¥uture action 1L the lease and - "sale .
of these’lines ars apnroved 3vbjeat ozlT To the reserve
power to review the wvaluation. sut the apnroval of the
lease ol the Central Pacific to the Tnion Pacific must de
given immediately end wnconditionally. IL the Commission
will give 1t3 epproval of the foregoing matter there 1T &
0082iBiLlity thet we may odtsin the anproval 0% the corxt
on Saturdey b=t if the approvel of the Commission and of the
conrt are rot obtnized by Saturley the Underwriting Syndi-
cato 1 loct and <the omtire plan ic ‘defeated,  Ploase TtaZe
“he matter vy witkh the Comxmission at once and z2dvise result.
wpecial raste required decourste in ¢ase we are to attempt to
have a heering In St. Louie on saturday rernresontatives oxd
roYised papers oust lesve Lor St. Letis at siz thirty Jew
Yorx time toxight". T |

At a.nir.fomal hoaring, the matter wa# prese'm:lod o the
' Commfsgion and objections <o certain Leatures of the reviesd plen
- were predented by dttorﬁoys for thae Testern ?aciﬁc. Ra_ilwe.’y'Coapany;
whidh compeny vins an 1nte£vcnor, ir the mein ccse. ":.'J:o Commission,
after cs.z-éfuily conaid’ofiﬁg the represeatations of tze p&ﬁies,:
‘-hc::-'eﬁ‘z, and desiring not ‘;:o inpede o éettle;zent 02 theé matiers aric-
ing Qtt_'-‘of the merger suit, so-called, will state generally 'rha.t
"Mi.ts”e‘littitude‘ i1s with roference to thie enpiication. Ve cannot
pase Lormally or specifically on the matier fo_:.% tne renson thes-

the presmntetion which has boon made to tho COmmisai."on‘ has beer

waolly iné.d.cqfa,a.to t0 zcguaint the Commicsion with the apgroonents




-"which.hare baoz entoered in*o or are to dbe cxtered into In conxec-

'-'-‘.tion wi“'h tho metter.
e’ ro*terauo our aaha*cnce to 2ll of the conditi onz-zeé*é&fV'

1# our main OSAnAO“ and oxder in spplicetion numbnr four hundred ninc,
and any promi e 0% avproval herein is subdbfect %o oll of the conditions
'theroin sot out. The Commizsion will athere to each of aaid-conditions'
and to tne«nrincip*eu nndorlyins *hem. | |

o Tazing the uelegrgm ac interpreted by the attorneys for
the applicants,‘we are willizg ¢o aporove the matters contained in

“$r°"and second divisions thereof, these two propozitions telzg

'_i“ sdb»tanzially e seme form in which they wewe originslly Pre-

;enxed_to thia'Comn;es,on.

?clﬁave terotofore iz our malin and eupplemontai‘opinions
2ot out in fﬁll.our obJecticns to the cale of the stock 02 e
Cemtral Pacific to the Union Pacific. We likewise discussed the
poesible effect ¢ the scquis i*ion by the T .-Loéb synaicéto of
- the 3t6dk”9:'th; Southern Pacific now owned oy the Taiorn Pacific.
_Notb;pg haé.Subsequently kappened %O ocauze ug TO changc‘oux_opinidn.
Wb cxpreseed the fear that the purchase of Soutihern Pacific stock
by the‘Znhnﬁzoeb erxdicate world rocrlt im th practical control
0% %the S@uthern Pacific by ctockholders of tha Tnion Pacific o thet
N thérg'vonld in ieality be dut one ageney in control of thete two
allogéd or supposedly compesing compaties, thus entirely defesting
‘\tbéfobﬁect sought to be béo:ght about by the suprenme court of the
Un:tod.°tates. we also expressed thé'fear-thax oven 12 a complete
di°associaxion wero offected the scquisition of *he Cantrel Pacific
by *he Troion Pacific wonld reswlt 4n break;ng Tp o wcll conctructed
single ovatnm of ra.l*oadaFin thig ztate 4n%0 two dissezociated ard
,incomple~§ gyctens nei.ﬂor‘o* which would de adoqng e convenionr’*
o serve the traffccf;oeds'of tho state of Califormia. |

‘ To theso two ‘mportaht matters we respectfuliy cell +x
ttention 0Z thoe fodéral‘conrt and of he as to*nny Gone*dl.

Theso being metiers ovor'wh;cn Wy have no\Jurisd;ction, ”e

bave conteatsd owrsclvez by calling them to the attention of the

5

Loderal sovernmenf wh;cr has the vower to Dre ent tro conuummap




L

tion of thess crraugnmente in thase racpeeis. As we gaid in our

-ﬂbrme* opinion nomwever, 1f aftor c-lling there matiars to thoi

4'.4fa$tention 02 ths Zefersl suthoriticc such authorities insist on

vtho zdlo by the Southorm Pacific to the Tnion Pacific of +he Central

?acifi¢-atoc£ we will 2ot ba &icpoged to withkold ocur approval of

'._ﬁhba¢3£5ttors whick come within ovr jwrisdiction after tkey chell

 rave Yoer formally and completoly precented ‘n the ususl memnor,

pré&idéd % no materisl charnges sppear in the plan.thus t0 de .

| ﬁtéaénﬁp&;

IZ then, the Zolers) asuthorities incist wpon o cale of this

HCenzral Pacific utock,'vo goe noO Teosorn VhY o leaso o*ﬁhc property p
of tae Contral Pacific should not be had 40 the Union 2&ci*ic vhich
‘hrough £
eﬁent;vbut-we do not feel diesnmosed %o pays dofinitoly wpol any par-

tocﬂ owzoershin wonld control thc policy o the road i= any

lfictlar leaze ot this time. Subject $o what is herein sald we sre

wil;ing vo gy thet = lease subot

entislly in the form presentod in
' fhe application here tnler conzideraiioz will be approved 1n7thq

_ event the Tederal suthorities require the zele of the Central Pacific

tosk to the Union Pseific. Tho gpproval of fhik leace, “t‘shoniﬁ

":be upecifically under°tood ehall not in any wige Impelir or'change e

‘any of ‘ho condi ons nera*o’oro set out 4n the order in anplica*ion

gnnnber fo“r hund*o& nino.

It 45 not" ouxr disp0°i*ion to a3tand in %kho way 0L the substi-.

’ 'tufion of the Tnior Pacific for +he Centwel Pacific im the contmol

“;q:;tho,property 02 the Central Pacific ir the event the Tnioz Pacific
se4d Central Paci*ic. The

-*§ 1sfnor¢it*oa to secure sll of the stock of

;srant oL tha lease under sech circumetances will, in ou:Jopi;ion,

be a mnre patter of convonience and will not ad& to *he sehstentisl

X con«rol of the p:oPQrvy which can dbeo oxcrc_scd through entire gtock

owner ﬂip.

'.  7e do not d0°i*e %o quibble and we dos re to g0 on record

2 to exabdle both the parties to tnie

'f‘With sufficionf de? initenos

Zoderal authorities to determine just what our

‘ agreoment ard the

pbs;tion‘is so thet wmy action which may be teken im contemplation

 f3o£Ta§mb¢ifiea asréeéént may'bc takzox with full wderstanding of




'fWﬁét'to cxpdct'fvom tais Commiszsion. o have heretofore indicated

_ou* cntirc &icapnroval of any plan wherody the Union Pacill

uhroagn the Centrael Pacific, shall Dde rivnn exelusive yriv loges by
VJthq:SOuthorn'Pécific-to~which. <n our opinion, a8 a compoting line
itrié BoO more entitlod than any,othcr compc;ing 11532' we have,

d howevnr indicwuea thet any recossities which arice by reason of 4he

7fﬂffﬂc* thaz zomo Of the 2acilitiez of the Southern Pacific sad the

¢ onfral' 3o X- are inoxtr‘ eble combincd will be EocOGnizéd b us.
:iBut thera 1g cn~t_inlg'no ~cason.why the Union Ppet Lic *hrongb tko
Cnntral Pacific &t vacramnnuo, ghonld be treated by tre Sotiherz
"°aci’ic as a profer*ed connoct;on s regerds the shore 1ine of
"tho Souzhern Pacific by wsy of Remicie to Oakland. Ve have

B b°oluxely 2o objection to ¢ traflic utréngqmcnt nhorody the Taion

”aci’ic traffic ET *txned over to0 the Sout .e!ﬁ *aci c 8% uacramento

"Zfand conveyed *hcnce t0 Sen Francisco over *he Banicia.lina a“d the

" oemo may be "ﬂid for Union Paciiic traffic origina 1ng at Boy pointe.

ffth,‘if¢such'an gerengement i desirablo Lron the standpoint of tte
¢sdtfhéfn‘°aci£:¢' certainly 4t should beuwilliﬁs”to forfornm a like

‘Hye*v;ce for the Testern °351’ic oxr any other'compotin; line, Zor

' 373 like paymen ;und the uﬂiO- Eaci’ic desir.ng only nax.ﬁhd
'“QSe*vice Do pcr'orned 2or 1t fo* the stated compensation, of co“*se

\uf can havo no in*er»*t A preventing the Scxthern Pac;fic <rox zeking
'3mor¢ monoy by nrqfo*ming for smoth ers: 1ine = 1iko tralic s¢rvicoA*or
' tadoauate cone &e* son. Tz this connection we call artention o he
"fnrovisions of Article twolve ‘section seventeen of the congtitution

he St& e of Cali*ornia whick roadu > follovs-}

o "Every reslrosd compeny Shell hewa tho right Witk ite
rond Yo intersect, connect wit? or ¢ross any other rallronl
and shell rocelive and trancnort each %ra other’'s pastezgerc,
»onnage exd ears without éeluy or discrimines ion"

ae _1ko~iso reognectiully cell attentIOn o 4ho Lol ars
antho*itie° to the cate &peidod by the I nteretate Commoroe Comﬂidqion
on “eb*uary tont n, zineteoem thirteen o en i*lod st. uouiu. uvring‘iold
-and ?eoria,“ailroad. et 2l vs. DPaorie and ~nrin5’ield Tanion ?ailroad
Comnany, wherein the Inter ta.e bomme*ce Commisesion, at least nz for
.83 tcrm;nale are conce*ned Took the tame position thatl we hore £s3Tme.

80




The Supreme Comrt wants these lines to bo wamarged and we

will prevent, if we caz, 'cOmbﬁnationz tn cueh wamerging. AT T

| :-.,oo.‘ai*ion to. _ny 'onrova.l wh:.cn we mey g‘vc to axy matier for Whickh

B on: avnroval ie reauirod by ln the cubstance of our conditione
Arosoec*ing the Zenicis cn*o .and the *orminal»facilizies mustfbo

,"conpl‘od wi“h.' "here’oro ony t*affic oy angcmonf rhich wil_.

" eur opinion sorve to ovado our cond;tions @ro*ofore Amn0°od and

accomplie% oy inairection thar vh_ch we H“ve refusad’ to app*ove
-fwhan uauarely prnsan cd will bo considerod by uv sl 1ci¢nt'ground

= to war*ant our w;thho;d ng our an“*oval o’ *he loaue.
R c oanno* unﬁerstcnd wry, in -ai*nos to" tb*ﬂ Comniesiox,
rha ner~tra££ic a*rangemanzs wore not[disGIOSod tc Te when this
“mstier was presenxea. Wc auvume. of cours ‘#hat these rogds,
¢éw*ibg 1n good £ai*h nxpect to co*ply *ully witn the proviwiong of
K *he conctituxion qﬁa ct atute° of Cali’ornia 80 *ar 2y applicabln to
’.*heir a:fairu, and 1% rx;y e .“»t our ”oar ._th refb?encﬁ to tn+~
t*or'i unfbnnded. 12, as max*mr of__uct tho dﬁ°ign oZ.the
 propoaed nev r°¢£ic rrdngcment;, the terms of which wc ao not
'znow .10 not ‘o circunvenu the n*cv*o"" Adacts ion.q’ *hi& Comm ion,
then of ooarao whn t we have %o ﬂay hnrein wili:nbu az all in#er- .
”*e'o vi h *h» nnnn*gﬁng plan ec emended. . IZ, on tho othorn hand, t?o
“&esign iv to-nv_dc uh e’fccv 02 our ‘orme* condit;on “h@ﬁ we’
,thinf we ahould nreven* thﬂ now vlnn ’rom boﬁng con"urmﬁtod i"it
is thh;n oar nove* to. do so. |
| | wO cannot wndergtand why abso’u*cl,_opc“ and frenk dealingc
'oannot be haﬁ E785°Y roference to those matters. We-canno conceive
'  any rec son why tha uoaxhexn ?acific and the union ”acifio 1n ?oontng
lwi*h *ho mandatc o’_ tho unpreme Court cannot ect ally nnmerge and
why thﬁrc uhould. bo any'at emv* uo reeervo to the union °aci ic an

7advanz go or prc’e*ence which it wou_d not a civen i% it wore

',,'doaling. 26 to °neﬂk ot arme lcn th wit .ho uoufhern ’ac’fic.

“".ldﬁu nu cuwno*o a condi fon who*o;n the outhorn °nci*ic ownod tho

,\Benioia l*ne f ou uacramento to Oak.ond und %o Unfon Pacific omned

f_all of *ho *rOper*v of the Central Baci*ic and tEat there were 10

entangilnr alliancc whamsoovcr batweon the two-cérpb:atidné.




" Is 1% to.bde supmosed that undor those circumstancos tho Southerz
&  Pacific would have say rosson for making the Union Pacific a pro-
','fcf:e&’connOCtion-at .acramcn*o a;d would i not dezire to~pet on
vthe'ﬁoéﬁ terﬁz.if couid all of the treffic *rom any road‘;; that
u'”’ﬁoint"ii It 4e in thie acpect that we 2nel ‘that the deoree of the
upremo Cour* oouireu theee rosds to bo conuidorod and we hone
_,th.a:‘*'*ho *oc.&* tc.m‘\ ‘.:he .,amc nosi*ion and tast no attenpyt will be
nede *o esgume £ aifforent posi*ion by exclusive or pre*e*ent;al
| 'raf;ic‘arrangemeuns..iy
| . AT we hd?c slresdy seid, we do 1ot mow the terme of this
- new'plnn drt ~.c:<:c"'oiu.z::u to the only infornmotion we hnve, rgloared
 £romrthe prOoS,.thO Tnioz Pacific 4s 4o pey the game smownt forjuhe
'prower*y:qv was cgnto:piaﬁc& in tho original plan. IZ thiz Do true
conpled with the statement of Juﬁgé Lovétt.before this Commission
‘.:hat_théy'were duying two things, nameiy. first, certain ﬁ*operty.
&nd: econd certain exclucive nrivilngeu. and “het wnless they
counld get tneee exclusive nrivi“ng«* *hey ~onld not vay tho same
amount or ﬁhe vropervy, we sre c*tain_y justified in the’ avzunp-
:.*1on 1’ the Press *evorts are *ruo{'uha* £on Pacifbg az 1ca°t
Eu "hi..zu 1t is getting tho some thing by ta 1torna*ivo me*hod
vv“hi?h‘FbG]QPmm* eion preventod 1t frem getting by the former
m&tﬂéai7‘1*rour ﬁnformavion iz **correc* as to the price th iz
1 ;the re@alt of the Leflure o precmnt to ts the entire uChﬁnQ-
o R0cpoctlully
RATILZOAD COXMISEION Oﬁ CALIZORR
John . asnlcaan;
E;D.I.ovéland.
A.ex Gordon, ’
aax ne_cn
Ze&win O. Zdporton.

- Commizsioners.




