
BEFOP.E THE RAILROAD COtWISSION OF 'I'HE STA'!E OF' CALIFORNIA 

In the Matter o~ the Application o~ ) 
tOS ANGEt.ES &. SALT LAKE RAILROAD ) 
COMPANY ana. WION PACIFIC RAILROAD ) 
COU?ANY tor an order authorizing ) 
the tormer comp~ny to lease its ) App11cation No. 18754 
railroad properties to the latter ) 
company. ) 

E. E. Bennett, tor 

BY TEE COMMISSION: --
OPINION 

In thic proceeding the Los Angeles & Salt Lake Railroad 

Cotlpany (here1narter sometimes called the Salt Lake) asks permission 

to lease, demise, assign and transfer all or its lines or railroad, 

together with all the rights, privileges, franchises, rolling stock 

and other property appertaining thereto, to Union Pac1f1c Railroad 

company (hereinafter sometimes called the Union pacific) 1ts suc

cessors and assigns, tor a term continuing tron the etfective date 

or the lease to December 31, 1933, end trom year to year therea~ter 

unt1l terminated by e1ther party by at least three months not1ce 

1:0. writing. 

A copy ot the proposed lease is t1led in this proceed

ing as Exhibit No • 3. 

The Union Pac1tic owns directly or ind1rectly the entire 

capital stock ($25,000.000.00) or the Salt Lake. It also owns 

directly or indirectly all ($59,022,000.00) or the outstanding bonds 
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or the Salt Lake. In addition, Salt Lake was, as or December 31, 

1932, indebted to union Paciric in the sum or $32,609,702.84. The 

main line ot the Salt Lake extends trom Los Angeles to Salt Lake 

City. The lines in the Stete o~ Cali~orn1a are in this application 

described as !ollows:-

The ma1n line or railroad extending rrom Los Angeles 
through R1verside, San Bernardino aDd Daggett to the Nevada 
State Line, or wh1ch the mileage between Riverside JUnction 
and Daggett is owned by The Atchison, Topeka & Santa Fe 
Railway Compa~ and operated by the ~alt Lake under a trackage 
or joint use contract. 

A branch line rrom Los Angeles, through the City of Long 
Beach by two routes, to Los Angeles harbor. 

~ branch line from Los Angeles to Pasadena with a branch 
therefrom at Rock JUnction to Glendale. 

A branch line rrom ~itti~r JUnction on the said main line 
to AllB.he1m.. 

A branch line from Riverside on the said main line to 
Rialto,. 

The Ra11~o~d Commission bas or course no authority over the 

properties or tbe Salt Lake situate in states other than Calitornia. 

We question, however, whether 1n view of the provisions ot Section 

51 or the Public Utilities Act, the Salt Lake properties in cal

itornia can be leased to the Union Paciric without the CommiSSion's 

authorization. Section 51 reads in part as tollows:-

"No public ut1lity shall henceforth sell, lease, aSSign, 
mortgage, or otherw1se dispose or or encumber the whole or 
any ~art ot its railroad, street railroad, line, ~lant, 
syst~, or other prope~ty necessary or usetul in the per
formance of 1ts duties to the public, or any franch1se or 
permi t or e.:ny right thereunder, nor by any means whatsoever, 
directly or 1ndirectly, merge or conso11date 1ts ra11road, 
street ra1lroad, l1ne, plant, system, or other property, 
or franchises or ~erm1ts or any part thereo~, with any 
other pub11c uti11ty, w1thout first having secured from the 
railroad commission an order authorizing 1t so to do. 
Every such sale, lease, aSSignment, mortgage, disposition, 
9ncumbrance, merger or consolidation made other than in 
accordance with the order or the comm1ssion authorizing 
the same shall be void." 

The union Pac1ticag·rees to operate the leased propert1es 

and to maintain them 1n a proper sta te ot repair aDd to bear all 



cost and expense thereot chargeable to operat1ng expenses, or 

otherwise than to property investment accounts. The Union Pacif1c 

also agrees to pay all taxes and assessments except such taxes as 

are chargeable to property 1nves~ent accounts. It turther agrees 

to pertor.m all covenants on the part of the mortgagor conta1ned 

1n any mortgage made by the lessor or its corporate predecessor 

to ~hich the d~ised prem1ses or any part thereor are s~bject, 

except covenants to pay the pr1ncipal ot the 1ndebtedness secured 

by such mortgage and except covenants to repl~ce the mortgaged pro-

pert1es. The lessee assumes and agrees to pertor.m and observe 

all ob11gations ot the lessor under any and all leases, trackage 

contracts, franchises, ordinances, easements, l1censes and other 

contracts transferred to the lessee by this lease, provided that 

for all expend1tures chargeable to 1nvestnent account, the lessee 

shall be reimbursed by the lessor. 

The Un10n Pacific agrees to pay the Salt Lake as rent tor 

the propert1es at the end or each calendar year except as otherwise 

hereinafter provided, the following amounts:-

(a) The amount or all interest accruing for the 
duration or this lease on the tunded indebtedness or the Lessor 
at the ttme outstand1ng; the same to be payable as and when 
such interest matures. 

(0) The amount or depreciat10n upon rol11ng stock 
and equ1pment and of depreciation upon and depletion of any 
and all other property included in the demised premises, wh1ch 
shall be accrued by the Lessor in 1ts accounts tor the dura
tion or this lease and allowed as a deduction 1n computing the 
Federal inoome tax liabil1ty or the Lessor. 

(c) The amount allowed tor the duration ot th1s 
lease as a .. deduct1on 1n computing the Federal income tax 
liability ot the Lessor as amortization of bond discount. 

(d) Such amount as may be reasonably required b~ 
the Lessor .. tor maintaining and preserv1ng its corporate 
existence and organization, but only in the event and to . 
the extent that the Lessor shall not have 1ncome trom other 
sources adequate tor this purpose.~ 



The lease gives the lessee the right to construct or 

acqu1re any addit10ns to and better.ments or extens10ns or the 

demised pr~1ses wh1ch 1t may de~ desirable in the interest ot 
the demised premises as a whole or advantageous 1n the operation 

thereot. All such additions and extensions shall become the 

property ot the lessor and the lessor shall re1mburse the lessee 

to the extent or the cost 1ncurred by it theretor, chargeable 

to property investnent account. 

Tnou~ the Salt Lake is a wholly owned subsidiary or union 

Pao1r1e~ ~t appo~~ that certain economies can be effected by the 

execution o~ the lea~e. We have no objee~1on ~o ~he execution or 
the lease, provided Union Pacific by a ~roper and duly executed 

resolution ot its Board of Directors agrees to assume the obliga

tions tmposed upon the Salt Lake by 1awrul orders or this COmmis

sion, and likewise will agree to assume the obl~Slt1ons which may 

herea!ter be ~posed upon the Salt Lake by lawful orders ot this 

COmmission. We believe that the tiling ot such a resolution 

should be a condition precedent to the ef!ective date o! the order 

. here In. 

It any order of th1s Commission requires the expenditure o~ 

tunds chargeable to the property 1nvestment accounts, we believe 

that Union Pacitie should assume the responsibility ot providing 

such fUnds. The lease provides, as indicated above, that the 

lessor shall reimburse the lessee tor any expenditures which the 

lessee may make tor additions, better.ments and extensions charge

~ble to property inves~ent accounts. 

Because of the provisions ot the lease we will expect the 

Union Pacitic to tile with this COmmiss1on7 unless otherwise di

rected, an annual report on the Interstate Commerce Commission, 

State Commission torm, and also file with the Comm1ss1on copies 



• 
of the monthly f1nancial and operating reports wh1ch 1t now riles 

with the Interstate Cocmerce Commission. We will expect the Salt 

Lake to file with the Commission, unless otherwise directed, an 

annual report torm similar to that required by the Interstate Com

merce COmmission of lessor companies. 

ORDER 

The Commission having cons1dered the request ot the Los 

Angeles & Salt Lake Railroad Company to lease, demise, assign and 

transfer its properties to Union Pac1t1c Railroad Company, a public 

hearing having been held before Examiner Kennedy, and the Co~ssion 

havin~ considered the record in this proceeding and being ot the 

opinion that this application should be granted subject to the pro-

visions or this order, therefore, 

IT IS HEREBY OBDERED, that Los Angeles & Salt Lake Rail-

road Company be, and it is hereby, authorized to lease, demise, 

assign and transfer on or betore January 1, 1934, its properties 

~escribed in th1s application, to the Union Pacific Railroad Com

pany under the terms and conditions ot the indenture or the lease 

tiled in this proceeding as Exhibit No.3, which indenture of lease 

the Los Angeles & Salt Lake Railroad Company is hereby authorized 

to execate, provided that the author1ty herein granted will not 

become effect1ve unt1l there has been filed, in satisfactory torm, , 
(1) a duly authorized resolut1on or the Board of Directors ot 
Un10n ?ac1tic Ra1lroad company, 1n which said Un10n Pacif1c Ra1lroad 

Company agrees that it will assume the ob11gations imposed upon the 

Los Angeles & Salt Lake Ra1lroad Company by lawful order or the 
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Railroad Co~ss1on of the State of California, or which may here

~rter be ~posed upon said Los Angeles & Salt Lake Railroad Com-

pany by lawful orders ot said Ra1lroad Commission of the State or 

California; and further, that it any lawfUl order or the Railroad 

Co~ission of the State of California requires or should requ1re 

the expenditure of tunds by the lessor Los Angeles & Salt Lake 

Railroad Company, of funds chargeable to the property investment 

aceounts, the Union Pacifie Railroad Company assumes the respons1-

bility of providing such funds, notwithstanding any prov1sions 

or the lease herein authorized to be executed; and (2) also a 

duly authorized resolution ot the Board ot Directors ot Union 

Pacitic Railroad Company in which said Union Paeific Ra1lroad Com

panyagrees to file with the Ra1lroad Commission ot the State or 

California cop1es ot the monthly financial and operating statements 

which it tiles with the Interstate Commerce Commission and an annual 

report in the tODn required by said Rallroad Comm1ss1on or the 

State ot California; and turther, (3) a dUly authorized resolution 

of the Board ot Directors ot Los Angeles & Salt Lake Railroad Com

pa~y wherein that company agrees to file an annual report in the 

tor.m required by said Railroad Commission or the State ot California. 

It, and when the foregoing resolutiOns, in torm satisfactory, 

~e t11ed w1th the COmmission, fUrther order will be 1ssued tixing 

the ettecti~ date of this order. 

DATED at San Francisco, California, this ~day ot 

May, 1933. 

CommiSSioners 


