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i -Lakes fre ig h t .ampan/

J k S  i Stm t m l
Tor* 1L, :■** r>r-

‘ear ' ir t

I have yc'ir l e t t e r  o f -I ly j  , i* >, a. tv 1st r;.- iu
■

’.Sr.aeUtion mdrr the id lr v s  i c t ir e  .ent ::ax Art has bee:: r :1<- i j 
bv t>#» itareaa o f Internal -eve »• and inquiring whether the ovs*®.-  ̂
•-.tra sn ec ifltv l In. o‘ir U t t e r  V you o.' ebruarv $» 1951,

• bo* be rerarieti as f ln a i . rep ly  to  r- »r l e t t e r  was 'rle  
ii .- r e c e ip t  o f  the -urer : tetem i">etten.

in  I ts  0 }«)n1 or. - ' a ten ;1 ' . 1 y , the >tre*.i »vn ■ t >t
by v ir t te o f  cer ta in  arreeuent* exec »te • at tne t i  o t- > *• . i l s i -
t i  v| o f  V-* a toe’c of the too  co;-„ a;- #■», » ff#ctiv*  e ' tr i oy n itr  ­

i a l  s  re is* :t i  iwatty o f tne te ster  ir ioa  ?i.ir It-,*'. '4

ere has a  hippere tasoeiatloz; 114 -iot e x is t  u n til e;-t*e.ber I ,  155 • 
a. ■ t Lober } i  1 res a c t iv e * y . . w  fa c ts  e i t h  reep ect to  the
control o f t  >  -cater i srloastlnc Co - , Irc are d aserlb 1- 5 t « the

u - : ’ a y A ..: ax f.-tj lows

*■ la v  *  l i e :  > u a r «  < w n t la a e d  r e l a t i v e
to  t n l a  l a s »e l la c i0 8«*s, ar other th ings, th a t *11 
-I v-e -.toe of . ar.' a il<„r ,o»t c . , was
acquired b th* .oiled ta le s  <• re ig h t Coepany ar.

y la t  , T /i 'j .  « v e r , i t  L* .our con te itieo  th a t  
control of e aa te rn  reg u la r-i L:; r . . . l."ve»; n , fro.x
■ » t  i stoc< w«a r urchs'od, a t  U a s t m ill  
*; te th e r  1, 1? >» by v t r t  ie o f ce rta in  powers vested

tr. h i ira-.ant to  the af,r««a»r..ti of .An;,.at 1, 191,1*,
■

a r io a d ie g  , a co-partnership  consisting  of 
• ?» i mvesnri and -leanor fa5 a  and eatern Carload inf 

Q( . ,  a cv raera tlse  i d ;  created , organize I aad

of e lse* r#  and tavirv I t s  ,.rl ictpal o ffice  a t  x?e
n<?«les a l i f  >r.I*.

____



* och a* re*, we/it re a s l pr'-vl Ui > th a t ,  d ir i
the s ix -y ea r period  c o v e r e d  b • the a g r u w 't e a t  sr. : 
ending Jn ly  Ji $ l-> 0 , r .  -ereeon s j Id be a .>< r  
of the board -if d irec to r#  j f  e a t e n  arl-sa rl.,.- >.
i.ne., a t.i  t i .a t  a l l  a c tio n  t a ^ / .  by sue:. uoeirl e  ■» a ' 
se by the  AuanJuanu* v-ite o f a l l  of I t s  am b ers  **.», t  
*e Mgr be s p e c if ic a l ly  provided in  i t s  t  —I**#*, end 
th a t  In a d d ltl  m th e re to  r .  leeeson » v  a : hew i  e 
r ig h t  to  approve or dlsa rw e  any b y -la . r io r  to 
I te  adoption . So e eeiJTle exception to  a c re  .Ire  
Mttk af aeenloeag action was . rovioed t >r in the 
b y -lav s. In s tead , a b y - l a w  was adopted rec n sin 
the require**r.i of wieoieooa action by the /  era of 
the board.

"It a lso  was expressly provi led that r. exeson 
should serve as eneral anacer of -cetera for a 
erlo d  o f four years from Xj, sst , l>IUi. and for an 

a d lU lo a a l period of te»  years I f  he ao e lec ted . I t  
vae farther vr Tided that, t-i* c r oratlor we .1 ! pro- 
cur* i t e  beard of d irectors to  *1 *ct r .  eves-or. as 
i t s  president for the oerlod of six  vearr fr<M* <ui ist 
19Ui.

"in  the agree ie. t  of .«u*f«et , ly . > b • a »d be twee- 
r. I eve son and the ilte d  ta te s  rcig  t  > *ny i t  

was .irmat sad ac * aereed th a t the s ite d  i t s te e  relight 
Company would guarantee the fa i th fu l  performance and 
f  d f illw e n t e f  a l l  to* ter>a an i conditions of the 
agree, a r t  between r .  ? eve a on a.-it .■ lse  »ahn eo.v. r is in g  
the o rio r e x ie tia r  partners Ip and .eetem  also  dated 
iup ist 1, I9kh

a o r ie r  to  implement and e ffec tua te  sueh gaareatce, 
i t  was fu rther provided in  such agreement th a t the » a r -a  
of Mistem stocr owned oy the hi ted ta tea  fre ig h t 
Company ehoull be endorsed i:, blan" and delivered to an 
*aer:>w a :*nt to  be held as security  for the pr^ept per- 
f ■ rse.-ice ef the te r a an! obligations af -eastern as se t 
o . t  in i t s  agree-x.ot with the p rio r e x is tin g  partner snip, 
and t  a t  in the ever.% of a *fa u lt by .ejttern i the 
performance of ervjr e*cn o b lig a tio n s , such p a rtie rs  would 
be e n ti t le d  a t  t  »Lr o n ti*• and upon th ir ty  days w ritten  
notice to  the n ited  A a tee  fre ig h t oa„aav, to  take over 
and toco** obsolete owners of the s t  e ao dr x>aited 
ml*sa t r e  o lted  1 ta tes  reigo t Coapany should cure •me'- 

d e fau lt to f  >r* the exp ira tion  e f such th irty -day  o e ric i.

n .’a u ir  ' 1 S U'S ee tem  and r .  lew so e , In
an tic ipa tion  of the exp ira tion  on Ju ly  31# 19>1, of th e ir



exec 1* 1 on k a i s t  i , 1 Ut, entered into 4 
new esreeeeiet contel v  <aiantiali tae  eaae br-- » 
a t th» then ex isting  e rr - esent ewe; t f  xt a •:■■: v - 
was a-1 ie 1 I  I I  each new In so fa r  a* i t
re la ted  to  the re ten tion  of r .  -eveson as rea l ier-t 
end d irec to r with a. sol ite veto powers . i lrh t  ty can­
ce lled  or trrislnate-1 b t e i th e r  -arty  xipon th ir ty  ia. s 
w ritten  notic*.

• I t  la  the opinio* of th is  o ff ic e , upon a sxl sin*? 
the provisions of the agree en ta  enters.i Into by the 
p a rtie s  in. in te re s t ,  th a t c. ■ *•»»<. a was in c ••»; tete 
and a .-solute contro l ©f .•»*»tu rn ’s oper*tlone an ' 
p o lic ies  fo r a l l  periods p rio r to ..epte- , - r  I ,  ly$'3 "

In connection with the  e r c a r . t  hip ?rs asov1 atloei tiie
©;-Irion »f the ;! >.r*»a found as follows -

•with res; a c t to  the e ta  via of the e r e '- a t  hi «r*
Association, the avatiao le  ln fo m itio n  i> sc loses that 
the tilted  Late* re le n t < o aeq :.r<*' a a ■>rity
in te r e s t  in  the o its ta n lln g  eep itx l of ^rcnant
hnippers on ».*> f=, 19US, but, b /  r l r t  e ©; ce rta in  
powers vested in  r .  .. ©re no* a p.rt; taut to  con
t r a c ts  sim ilar la  weo;># t  the a^ree tea ts  in the case 
of #e»tern .-arloadli ;  C ; . ,  a c . , supra, the ml ted

ta te s  f re ig h t toepa* ,r did not hare the r ip ; v> -x»r- 
c ie r  the req dLslte torsi nation anl control of the 
a f f a i r s  of the erehaot hi,: e re  Associatior; to 
co n stitu te  i t  a contro lled  co, any within the -.*« rag 
of .action  1>3? *) o f the a ilro a d  .# tiren»nt fax xet 
u n til  the la te  of the death of r .  ore-isen on 
October 30, 1350.’

ri the basis of the information se t fo r t1 above as to  the 
control of the . e s te rs  a r ise  ;ir ? o . , . nc. and tne ©reheat ihlpv.ters

V, an I ir. view of the r  i - 
in* of the ireaa ur, ter the re la ted  a ilro ad  e tIrene  i t  f a x  Act. i t

ip e rs Association were ro t  un til epte#;.ber 1, 1>53 and ctober JO, 
I ), r* sK» e ti e e - j l  .-y.-rs w th in  the M»anii$7 ef  the .• a ilroad  
etlr».h*r>t and ailroad jacaployaent Insarance *cts.

a view >1 ay cpncl laton as to  the a tat, as of the eetem  
arleadi • Inc. o rlo r to e.v< ,pr  1 , iy $ ), i t  follows that the
iooeer Carloading voepany was not an ea-.loyer within the weanin'- of 

tr.w a ilro ad  etlreswmt ar.i a ilroad  ae&. in -went osarance Acts 
xri" toe period f r  February 1, l  US. to ay )3, is :.? , w-so i t s



s t o c k  w a s  held 0 7  V .e  * e » t e n i  C ( r l « t 4 k f  e . ,  ?<«. I r L s  f t U u r e s  t  
« |4* i t r y  e s  an e m p lo y e r  d y p in g  e a c h  • e r i 'M ,  h o w e v e r ,  t<*ss n o t  42 c t  
o i r  o r i g i n a l  r a l  ^  t h a t  I t  h a s  b e e n  an  e m p lo y e r  £ r o s  e t o b e r  1 ,  l ; - u 2 
t o  ,-e b r  » * r : i ,  i / i S ,  mad s i n c e  a y  } J ,  l> tt?

Very t ru ly  years,

y l» 'S  .  d lb O o n a  
General Couneel

, *&

i i r w r t  >r o f r’isc a l Ace • --".is


