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BEFORE TEE R;.!LROAD COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of 

KEY SYSTEM AND EAST BAY T?JL~SIT CON~~~ 

to merge their properties 1~to Key System 
and of Key Syste~ to issue =ecurities 
pursuant to said ~erger. ~ 

Application 
No. 24746 

Brobeck, ?hleger & Harrison, by James E. Moore, Jr., 
for Applica."lt. 

John J. O'Toole, City Attorr!ey, Dion R. Holm, 
Assist~~t City Attorney, ~"ld Paul L. Beck, Chief 
Valuation and Rate E.~ginee~, by P~u1 L. Beck, 
for City and County of San Francisco, interested 
party. 

John A. Ferguson, L"lterested party. 

BY THE C012USSION: 

In this proceedirlg, the R~ilroad Co~ission is asked 

to e~ter its order authoriz~~g Key System ~~d East Bay Transit 

Company to e~ter L~to a merger agreement sicilar in its terms 

to the merger agree~ent ~lled ~~ this proceeding as Exhibit 

"A," and to merge their propel"t1es ir~ accordance therewith; 

and !"ur'ther authoriz1.~g Ke~r Syste:n. to issue 65 1 042 shares of 

its capital stock L~ lieu of a corresponding number of shares 

of czpital stock of East Bay Trt'.r .. sit CO:::lpany nOVi outstanding,. 

and pc~mittL~g said oergcr l for statistical and accounting 

purposes l to be ~ffect~ve as of JanuarJ 11 1942. 

East Bay Tr~~sit CO~p~~y, a California corporation, 

owns and operat~s a loc~! u:b~ tr~~sportation service b7 

street cars and =otor co~ches L~ vnrious points in Alr~eda and 
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Contra Costa Cou."lticz. It: has a."l. authorized stock issue of 

70,000 shares, all without par vallle, of vlhich 65,042 shares 

are now issued a.."ld outstanding. All of.' the issued and o~tsta.nd-

ing shares of stock are O\\':lec. &nd. ~eld by Railway Equipment & 

Realty Company, Ltd. Fo:- the ele"Jen mon tas ending N ovetlber 30, 

1941 it reports operating reva"lues of $3,583,218.28. 

Key SysteI:l, a Cal:'iorn.ia corpor\ltion, operates an 

interurban service by el~ctric t~aL~s over its own facilities , 

and those· leased froI:l OaY."..l.?nc. Terminal Railroad Co. and those 

operated \meer contract \'11 th Ca.lifornia Toll Bridge Authority. 

It also operates L~terurb~"l. motor coach service via the San 

Francisco Bay Bridge. It has an authorized stock issue of 

54,000 shares, all without par value, of which 22,991 shares 

are now issued and outstanding. All of the issued and out~tand­

.J ing zhares are owned and hold by R~ilvra7 Ec;,uipmEl:" .. t &:rJ\eaJ.:t~·l:~' 

COI:lpany, Ltd. For the eleven ~onths end~g Novc~er 30, 1941 

it reports operati~g revenues of $2,457,605.46. 

The ?roposed ~erger ~gr~ec~nt provides for the in­

crease of the authorized capit~l stock of K¢y System to lOO,OOO 

shares, all without par value. As $t~ted, Key System re~uests 

permission to iss~e 65,042 sha~es or stoc~ in lieu of the same 

number of shares of stock of East Bey Trar~sit Company, now 

outsta."l.ding • 

As of Novemoer 30, 1941, thb 65,042 shares of out­

standing E~.st BD.y Tr~$it Coopa."'J.y's stock had a sta.tec. value of 

$6,031,086 .. 81, while the statcd v~luoC of the 22,991 shares of 

outstanding Key Syztec stock is reported at $1,626,006.84. It 

1s of record that th~ 65,042 zharcs of stock, which Key Syste:: 

now asks permission to 1s$u~ L~ lieu of the 65,042 sh~res of 
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East Bay Transit Co~panyTs stock, w~ll have the same stated 

value a.s. the presently outstandil''J.g shares of stock of 'East 

Bay Transit Company. 

If authorized by the Railroad Commission, applicants 

will execute s~ic me~ger agree~ent e~ld cause the s~e to be 

~~~e~ as requlred by law ar.C to take such other steps as may be 
necessary to cau:.e the s.::.mc to beCl')olO ef':!'ect:ive as a. statutory 

merger under the provisions of Chapter XIII> of Titl~ I", of Part 

IV, of Divis10n First, of the Civil Code of California. Under 
the merger agrceoent", the Key Sy,!;:~o:c '1."111 be the surviving 

corporation and will retai.~ its cor!,orate na::le. Section 361 

of the Civil Code of Cal:t;.'o:nia, re:.~err:i.ng to the merger and 

consolidation ~f corpor~tion=2 provides", i~ purt, ~s follows: 

~Upon the merger or consolid~tion, as provided 
herein, the separate existence of th~ constituent 
corporations s~all cecsc, except that o~ the surv1v­
L~g corporatio~ in case of merger, and th~ consoli­
dated or surviving corporation snall succ~ed, without 
other trunsfer, to all tnc rights and property of 
each of the constit~ent corporations, and shall be 
subject to all the debts, ~nd lin~ilities or each, 
~~ the same m~~~cr ~s if th0 s~rvivu1g or consolidated 
corporation had its~lf incurred them. 

fTAll rights of cr.:!d.i tors .":'!.!l.c. all liens upon the 
property of ~ach of seid forcer corpor~t~ons sh~ll 
be preserved uni~:pai:rcd, l1::iit~d 1..'1 lien to the prop­
erty affected by s~c~ lie!l:: i!~.l'~0\;'iately prior to the 
t10e of the consolidution or ~0rger. 

"Any 8.ction or proceedi.'1~ pending by or against 
any of such constituent corporations ~ay be prosecuted 
to judg:::::lcnt, which shall bir.d th-= consolidated or the 
surviving corporation, or the consolid&ted or surviv­
ing corporation m~y be proceeded ag3~st or SUbstituted 
in their place. fT 

The assets and. l.iabilities of the Key System and East 

Bay Transit Company, as of Novcmocr 30, 1941, arc reported ~s 

follows: 
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· .. .. :ED.st Bay Trcm-: .. 
Itt\T Ke)!: System .. ~it Company .. .. . 

Assets: 

Investment - road and ~quip-
mcnt $2,767,359.05 $6,412,276.90 

Cash '378,140.77 166,913.28 
Special deposits 2.50 200.0C 
Accounts receivable 8,994.13 597,360.39 
Materials and supplic~ 58,863.84 248,48~.63 
Unadjusted debits 98,868 .. 34 81,718.64 

Tott\l Assets R3e?#)228 .. 6J $7,512,922•84 

Liabilities: 
Capital stock $1,626,006.84 $6,031,086.81 
Controcts paycblc 613,968.01 
Audited ~cco~~ts and 

wages poyob1e 77,330.28 219,819.99 
Miscellaneous nccounts 

p3.yable 1,360,377 .. 06 
Deferred linbilities 1,255.00 7,435.00 
Unadjusted credits 210,320.24 142,663.49 
Operating reserves 61,384.24 
Accrued depreci~tion - ro:.d 

c.nd equipment 186,431.03 
Profi t a.."'ld loss 577 ,O28.80~~ 864,132.28 

Total Li~bi1ities ~ ~ :2l2.~ 228 .6; g7!~12!2~2.8~ 

*Debit 

It is of record that efficiency and economy will be 

promoted by the ~erger of East Bay Transit Company and Key 

Syste~. The testimony shows that Key System, the surviving 

corporation, expects to ~L~tain subst~~tially the sa~e under­

lying operating data that is available under current operations, 

subject to changes in both practice and ~ethod, that are 

required by changed operatL~g conditions. The merger will 
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eliminate the corporate records of East Bay Transit Comp~~y, 

bills rendered between Key System and East Bay Transit Com-

pany for ~aintenance work, intcr-comp~~y bills having to do 

with the rental of equipment, L~ter-company bills havL~g to 

do with the purchase of certaL~ materials and supplies going 

into the ~aintenance of co~ches and other inter-company records. 

Adequate records will be kept by XP.y System, the surviving 

corporation, to detcrcL~e its local and L~terurb~~ operating 

revenues and oper~ting cA~enses. In thiz connection attention 

is called to the folloVli.."'lg testico:\J:; 

"~~. Jenkins: Is it the intent of the co~pany to keep 
revenues segregated as between the, what 
we now ~ow ~s Trans-bay operations and . 
the local operations? 

Mr. Teasdcl: It is the intent of the company to main­
tain in full detail substantially the 
same segregation of revenues as we now 
have, so we will not or~y have it as 
between civ~sions of the company, but 
also as relates to the respective lL"'les 
operated within the divisions of the 
company. 

Mr. Jenkins: Is that practice to be extended also for 
the accounting of operating expenses? 

Mr. Teasdel: Yes, that is correct. n 

No one pr'otested the granti.'1g of this application. 

A public hearing having been held by Examiner 

Fankhauser on the above entitled application, the Commis-

sion having considered the testimony submitted at such hearing 

and it being of the opinion that it should authorize East Bay 

Transit Comp~ ~~d Key System to execute an agreement of merger 

similar in its terms to the ~gree~ent of merger filed in this 
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proceeding as Exhibit t1A,"; t:-:.at the ~oney, property or l::bor 

to be procured or paid for by the issue of 65,042 shares of 

comcon stock by Key Syste~ is re~sonably necessary to refund 

65,042 shares of stock o~ East 3ay Tranz1t Company, and th~t 

the expenditures for said Pill'!'os e are not, i.."'). whole or in part, 

recsonab1y chargeable to oper:l ting expens~s or to incom~~, 

tl~erei'ore , 

!T IS ilEREBY OR!)E..uD &.s follows: 

1. E;st B~y Tr~~sit Co~~~~y ~~d Key System may, on 

or before Ju.."'l.e 30, 194,:.2, e;-::~C!lte an agree:Jcnt o:f merger similar 

in its terms to the agrec~ent 0; ~~rger filed in this proceeding 

as Exhibit t1A, t1 said agr€e:::erJ.'t of r.;e:::-ger, for sts tis tical and 

accounting purposes, to be cff·:;.ctive as of Jan1.J.ary 1, 1942. 

2. Key Syste::l I:la~r, Ol'l or 'before Ju..'le 30, 1942, issue 

65,042 sha.res of its conm;.o!"'~ c3.pi~&l stock, y;itho'.lt' par value, 

in lieu of a..'ld i..""l. eXChe.:l.g0 for t!. e ~::;'r:J.e nu.'il'ber or shares of 

stock of Fast Bsy Transit C~~pany, no':" ou~sta:1.ding. 

3. !f sz.icl !:v~re~r aer(,:e::ont iz executed, Key SystC!:11 

the surviving corpor~tion, zr.~l:'. zegrE'gate its operating rev­

enues and its operating cxpon=--:s to i'ts local and to its inter­

urb~'l tran~port~tion service. 

4. 'Nithi.'l thirty (30) days after the execution of 

the agreement of merger ~~r~in authorized, Key System, the 

surviving corporation" SJi::ll file with the n6,11road Commission 
two certi!'ied. ~op1..;s of: :;;::..10. a;;:,,(';.,:Inent o£ I,:crgcr and. sh:::..ll also 

file with the Railro.:lo. Cornmis~don 0. stato:r.e!'l.:t showing the number 

of shares of stock issued. UZlder the s.uthori ty her€in granted a.~d 

to whom said stoc;: WI;J.S is.:::u~d. 

5. The aut~ority bcr~i~ erantcd sh~ll becorue effcctiv€ 

upon the d~te hereof. 
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e· 
A. 24746-7 AML 

Doted at S~~ Frcncisco, C~lifornia, this 

day of February, 1942. 


