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In the Matter o the Application of )
KEY SYSTEM, LTDa )
to epter into a lease of portions of )
1%s operctive property to XKEY TERMINAL )
RATLWAY,LTDe, &né of XEY TERMINAL g
RAILWAY, LTD. to enter into such lease
end to operate said lines of KIY )
SYSTEM, LTDe. )

Application No. Lseaé

Brobeck, Phleger and Harrison,
for applicants.

BY TEE COMMISSION:

- E
OPINION i

In this proceeding, filed on February 7, 1935, the Kéy
System, Lt@., asks pemission to leese 1ts lines and properties;
except such es are exclusively devoted to Treight service, %o Kéy
Termipnel Railway, Lté., upon the terms and conaitions set rorthiin
the revised lease filed iz this proceeding on February 20th. l

Applicants are corporations and commuon carriers subje@t to
tne Public Utilities hLet of the State of Callifornia and are engaged
as conmecting carriers in the operation of an interurben electr1§
reilway system with connecting ferr service between the City an@
County of San Frencisco and various points in Alameda Countiye. l

Tt 45 reported that the Key Terminmal ﬁailway Compary, L%.
15 solely engaged in the operatiom of an imterurban electric raiiway
and corxmecting forry service exclusively as an latrastate carrie%,
and that the principal portion of the Xey Sygtem, Ltde's businesq
ics the tramsportation in intrastape commerce of such interurban ﬂusi-
ness, dut it iz also engaged to a certain extent in the transporfgtion
of freight, botk inm interstate and intrastate commerce. |
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Heretofore the revenues and expenses of the two connecting
carriers have beexn apportioned between tTheme In 1933 the opera tirg
revezues of the Key System, Ltd. were reported at $l,076,894.16;and those
of the Key Termizal Railway, Ltde at $755,917.59. It is now proposed
that tﬁe interurban passenger dusiness be conducted in its entirety P
LRy -'c,hen::-K,.e?g Terminel Reilway, Ltde.

Applicants are of the opinion that it is in tﬁe ?ublic
interest 10 have all of the passenger eleciric rallway and conﬁscting
ferry service operated by a single company ard engaged in no o#her
business. In so &ing, the necessity of issuing Joint tickets gnd,tarirrs
would be avoided, as would also the segregation of the revenues and |

expenses izncident to the inverurben passenger business. Thile this is

desirable, it is not expedient at this time 0 transfer the pﬁysical

propertiec of the Key System, Ltds to the Key Terminal Railway, Ltle,
and it 1s therefore vroposed to enter into a lease similax toﬁth&t to
which reference has been made. Under the terms of this leasé all the
nroperties of the XKey System, Ltd., except such as are solely{us@d rdr
the transportation of fLreight, will be leased to the XKey Terﬁinal Reil-
way, Ltd. The lease is %o be made for a rental of 604 orjthe net
income derived from the intrastate transportation of 1nterur$an electric
pessenger railway business, after the payment of the operatiﬁs expenses,
including the meintenance of the leased lires and the taxos ihereon,

by the Key Terminmal Railway, Ltde The lease provides thet nothing
therein contained shall be construed to relieve the lessor #r any
lewful obligation in respect of the meintenance or operatioé of tke
leazed lines in the interurden clectric passenger service iﬁfgéenx the
lease 1s terminated, subject always to the constituzional.aﬁd statu-
tory rights of the lessor to abandom its property, as provi@ed or per-
mitted by the constitution and laws of the State’or Califo:ﬁia.
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The lease further providesz that in the event the #essee
is uneble %o finence the necessary additions and betterments %o the
leased proberties as may be reguired by lawful order of the R&ilroad
Commission or other governmental agency having jurisdiction 1# the

;emises, without creating & lien or charge ageinst the leased pro-
perties, the lessor upon demand of thevlessee will loin in the
creation of such lien or charge wpon the léased properties or such
thereol as nay beﬂnecessgry in order to comply with such.ordér.

on Novémber 16, 1934, applicants filed Application No.
19703 for a cexrtificate to operate over the San Francisco-Oaﬁlana |
Bay Bridge end the approval of a leace somewhat similar to tie lease
Tiled in thls procecding. - Although Application No. 19703,1§c1ud1ng
the request to enter into a lease, 1 still pending before the Com~
rission, the Commissior's approval of the lease £iled in th#s pro~
ceeding is not related to the request of applicants for a certificate
to onerate over the bridge. | |

Though desireble, it appears that the comsolidation of
the two propertieé,is not practical at chis time., While thé execution
of the lease is the expedient thing to &o at present, it is not a
Zinal solution of the trensportation service of the two ca;riers., It
mey be thet when the transportation prodlem over the bridge is solved
there may be need for some other form of corporate structuée. The
Commission'should reserve the fight to rescind or modify t@e authority
herein granted. |

ORDEIR - )

}

Key System, Ltde and Xey - .« Terminal Raiiway, Ltde,

having asked permission to execute & lesse similar in Torm <o the lease

filed in this proceeding on Februasry 20, 193%, and the Commission
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having concidered the reguest of applicants anéd deirng of the opinibn
that such regues®t should de granted subject to the provisions of
this order, therefore,

IT Is _ZEREBY ORDERED that Key System, Ltée and Xey Terminai
Reilway, Ltd. be, and they are heredby, authorized to executs a lease
similar in form to the lease filed in thic proceeding on Februery 20,

19395, sudbject to the right of the COmﬁission to rescind or modiryf
this order, | {

IT 1S SEREBY FURTHER ORDERED that within thirty (30) deys after

tke date hereof Key Termizgl Railway, Ltd. shall file with the Coﬁr
|
- mission a verified copy of the lease executed under the authority!

herein granted. j

|

IT IS EXREBY FURTHER ORDERED thet the authority herein granted
' . |
shall become effective Mareh 1, 1935.

!
|
//

DATED at San Francisco, California, this a?€;;-vday or Febrpary,
. ; . [
1935. :

Commissioners.




