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Declision No.

BEFORE THE RAILROAD COEMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of

KEY SYSTEM AND EAST BAY TRANSIT COMPANY
Application
to merge their properties into Xey Systenm No. 24746
and of Key Systen to issue securities
pursuant to said merger. j
)

Brobeck, Phleger & Harrison, by James E. Moore, Jr.,
for Applicant.

Jomn J. Q'Toole, City Attorney, Dion R. Holnm,
Assistant City Attorney, and FPaul L. Beck, Chiefl
Valuation ané Rate Engineer, by Paul L. Beck,

Tor City and County of San Francisco, interested
party.

John A. Ferguson, Iinterested party.

3Y THE COMMISSION:

In this proceeding, the Rnilroad Commission is asked
to enter its order authorizing XKey System and East Bay Transit
Company to enter into & merger agreement similar in its terms
to the merger agreement filed in this proceeding as Exhiblt
"A," and to merge their properties in accordance therewith;
and Surther authorizing Key System to issue 65,042 shares of
its capital stock ia lieu of a corresponding numover of shares
of capital stock of East Bay Transit Company now outsténding,
and permitting said merger, for statistical and accounting
purposes, to be effective as of January 1, 1942.

East Bay Transit Company, a California corporation,
owns and operates a local urban transportation service by

street cars and motor coaches In wvarious points in Alameda and
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Coatra Costa Cownties. It has an authorized stock issue of
70,000 shares, all without par value, of wnich 65,042 shares
are now issued and outstanding. All of the lssued and outstand-
ing shares of stock are owned and neld dy Reilway Equipment &
Realty Company, Ltd. For the eleven months ending Noverber 30,
194 it reports operating reveaues of $3,583,218.28.

Key System, 2 Calilfornia corporuation, operates an
interurban service by el?ctric tralns ovef its own facilities
and those leased from Oaklend Terminal Railroad Co. and those
operated under contract with Californiz Toll Bridge Authority.
It 2lso operates interurban motor coach service vie 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 ané outstanding. AlL of the issued and outstand-
ing shares are owned and held by Reilway Equipment &ﬁRea&tgty
Compeny, Ltd. For the eleven months ending November 3C, 1941
‘it reports operating revenues of $2,457,005.46.

mha proposed merger sgroement provides for the in-
crease of the authorized capital stoclk of Key System to 100,000
Shares, all without par value. As stuted, Key System requests
permission to issue 65,042 shares of stocx in lieu of the same
nurber of shares of stock of East Bey Tramsit Company, now
outstanding.

As of Yovomver 30, 1941, the 65,042 shares of out-
standing Bast Bay Tronsit Company's stock had a stated value of
86,031,086.81, while the stated valuc of the 22,991 shares of
outstanding Koy System stock is reported at $1,626,006.84. It
is of record that the 65,042 sharcs of stock, which Key Systex

now asks permission to issue¢ in liew of the 65,042 shares of
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East Bay Transit Company's stock, will have the same stated
value as. the presently outstanding shares of stock of Zast
Bay Transit Company.

If authorized by the Railiroad Commission, applicants

Will exeeuke 8aic merger agreement and cause the same to be

filed as reguired by law and TO take such other steps as may be

necessary to cause the same to become effective as a statutory

nerger under the provisions of Chapter XIII,of Title I, of Part
IV, of Division First, of the Civil Code of California. Under

the merger agreement, the Key Systex will be the surviving

corporation and will retain its cornorate name. Section 361

of the Civil Code of Calliornia, referring to the merger and
consolidation of corporations, provides, in part, s follows:

"Upon the merger or conseolidation, as provided
Werein, the separate existence of the constituent
corporations shall ceasc, cxcept that of the swrvive
ing corporation in case of merger, ané the consoli-
dated or surviving corporation shall succced, without
other transfer, to all tne rights and property of
gach of the constituent corgorations, and shall be
subject to all the debts, and liabilities of each,
in the same manner as if the surviving or consclidated
corporation had itself Iincurred them.

mAll rignts of creditors and all liens upon the
property of eag¢h o scid former corporations shall
be preserved wnimpaired, limited in lien to the prop-
erty affected by such liens imuediately prior to the
tinme of the consolidation or merger.

"Any action or proceccing pending by or against
sny of such constituent corporations may be prosccuted
to Judgment, which shall bind the consolidated or the
surviving corporation, or the consolidated or surviv-
ing corporation zay be procceded against or substituted
in their place."

The assets and liabilities of the Key System and East
Bay Transit Company, as of Novezoer 30, 1941, are rcported as

follows:
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:Bast Bay Tran-:
Koy Svstem - oir Company ¢

Assets:

Investment - road and equip-

pent 32,767,359.05 $6,412,276.90
Cash 378,140.77 166,913.28
Special deposits 2.50 1200.00
Accounts recelveble 8,994.13 597,360.39
Materials and supplies 58,863.84 248,483.63
Unadjusted debits 98,868.34 87,718.64

Total Assets $3!§12!228.62 $7,512,952,84

Liabilities:

Capital stock 81,626,006.84 $6,031,086.81
Contracts payable 613,968.01 -
Audited accounts and

wageés payable 77,330.28 219,819.99
Miscellaneous accounts )

nayable 1,360,377.06 -
Deferred lisbilities 1,255.00 7,435.00
Unadjusted credits _210,320.24 142,663.49
Operating reserves - 61,384.24
Acerued depreciation - rocd

and equipment - 186,431.03
Profit and loss 577,028.80% 864,132.28

Total Lizbllities §3,2312,228.63 £7,512,952.84

It is of record that efficiency and economy will be
promoted by the merger of East Bay Transit Company and Key
System. The testimony shows that Key System, the surviving
corporation, expects to maintain substantially the same uncer-
lying operating data that is available under current operations,
subject to changes in both practice and nethed, that are

required by changed overating conditions. The merger will
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eliminzte the corporate records of East Bay Transit Company,
bills rendered between Xey System and East Bay Transit Com~
pany for maintenance work, inter-company bills having to do
with the rental of eguipment, inter-company bills having to
do with the purchase of certain materials and supplles going
into the maintenance of cozches ané other inter-company records.
Adequate records will be lept by Xey System, the surviving
corporation, to determine its local and interurban operating
revenues and opercting expenses. In this comnection attention
is c¢alled to the following testimoly:
Mir. Jenkins: Is it the intent or the company to keep
revenues segregated as between the, what
we now mow as Trans-day operations and
the local operations?
Teasdel: 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 only have it as
between divisions of the company, but
2lso as relates to the respective lines
operated within the divisions of the
company .

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

Teasdel: Yes, that is correct.”

No one protested the granting of this application.

A public hearing hraving been held by Examiner
Fankhauser on the above entitled application, the Commis~
sion having considered the testimony submitted at such hearing
and 1t being of the opinion that it should authorize East Bay
Transit Company and Key System to executcvan agreement of nmerger

similar in its terms to the cgreement of merger filed in this
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proceeding as Ixaibit MA,"; that the money, property or labor
to be procured or paid for by the issue of 65,042 shares of
common stock by Xey System is reasonadly necessary to refund
65,042 shares of stock of East Buy Transit Company, and that
the expenditures for szid purnose are not, in whole or in part,
reasonably chargeable to operating expenses or to income,
trerefore,

IT IS IERT5Y CRUEARZD ss follows:

L. Esst Bay Transit Company and Key Systen may, on

before June 30, 1942, execute an agreeacnt ol merger similar
n its terms to the agreement of Lerger £iled in this proceeding

Exhibit "A," said agreement of nerger, for statistical and
accounting purpvoses, to be coffective asz of January 1, 1942.

2. Xey System may, on or hefore June 30, 1942, issue
65,042 shares of i1ts common capi=al stock, without par value,
in lieu of and in exchange for the came number of shares of
stock of Fast Bsy Transit Company, aow outstanding.

3. If saild merpger agreement is executed, Xey Systen,
the surviving corporation, shall segregate its operating rev-
enues and 1ts operating expensss to Iits local and to its inter-
urban transportation service.

4. Within thirty (30) days after the execution of
the agrecumant of merzer nsrein autiorized, Xey System, the
surviving corporation, shell file with the Rellroad Commission
two certified copiles of suid asrcement of merger and shall also
file with the Railroad Commission a siatement showing the number
of shares of stock Lssued under the auvthority herein granted anc
to whom said stoci was ilszued

5. The authority herein granted shall becone effective

upon the date hereof.
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Dated at San Francisco, California, this -zﬁ—""

day of February, 1942.
/ Q{L&W\
/ 0“—'—) L /

//

Commissioners




