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Decision No. 36GELT

SEFORE THE RAILROAD CCLMISSION STATE OF CALIFORNIA

In the Matter of the Applicatlion of

KEY SYSTEM anc
OAKLAND TERMINAL RALLRQAD CO.

for an order authorizing (2) swrreacer

by Key System of certain rizhts under

an existing lease in substitution of Application
the trackage rights therefor; (b) sale No. 25539
of certain properties by Cukland Terminal

Railroad Co. to The Ozkland Terainal

Railway; (¢) zerger of Oukland Terminal

Railroac Co. into Key Syst tex; and (d)

issuance of 24,353 shares of the capital

stock of Key Sysuem pursusnt to such
rnerger.

Brobeck, Pnleger & darrioon, by
James $. ioore, Jr. for Applicants

BY THE COMMISSION:

Oakland Terminal Rollread Co. and Xey System ask the
Coamission to enter its order authorizing them to terminate the
existing lesse from Qakland Terzinzl Railroad Co. to Key System
0 the Fortieth Street line from Adeline Street to Broadway and
& substitution of a truckags rignt thercon, further aut hormz;ng
Oakland Terminal Ralilroad Co. to sell certain of its properties
to The Ookland Terminal Reilway and further, after the sale of
such properties, authnorirxing the aerger of Oakland Terminal
Railroad Co. into Xey System as the surviving corporation, and

the lssue Dy Xey System of 24,353 shares of capital stock without
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par value upon sucn ZerytX.

| A description of the propertles which Oakland Ter-
ninal Railroad Co. proposes to sell and traasfer to The Oakland
Terminal Railwoy and the terums and conditions of the sale ar
set forth in the sgrecment {iled in tihis applicetion as Exaibit
1. In general, the agrecement ceontemplates the transfer of the
freight business new conducted by Caklarnd Terminal Railrozd Co.
to The Oakland Terminal Railway, a corporation which will be
controlled through stock owncrship by The Atchlson, Topeka &
Santa Fe Railwoy Compuny and by T. il. Schumecher and Sidney M.
Ehrman, as Trustees of tie property of The Western Pacific Rail-
road Company. Incident to the transfer of the freight business
of Ozkland Terminal Roilroad Co. there will bYe transferred %o
The Oakland Terminal Rzilway ocll or the former's properties
which are devoted exclﬁsively to lroight purposes, consisting
principally of switching tracks in the Outer Harbor Distriect of
Oakland. There will also be transferrcd to The Oakland Terminal
Railway various industrlal spur tracks and tracksge rights over
the lines now lzascd to cnd operated by Xey System in passenger
service. There will likewise be transferreé to The Ozkland
Terminal Railway title to the Fortleth Street Line extending
from a point nesr Adeline Street and Forticta Strost to 2 point
rear Fortleth Strcet and Brocdway in the Clty of Ozklznéd to
afford a coaneetion with the Sueramento Northern Railway. The
transfer of said Poriicth Strect Line will be subjcet to 2
trackage right grented to Koy System. Thils trackage right will
supplant the exicsting leasc Irom Oskiand Teormincl Railroad Co.

to Key System, wanlch was 2uthorizcd by Decision No. 27770, dated

February 25, 1935, in Application No. 19822.
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The Interstate Commerce Comaission, by its decision
of May 26, 1943, sutnorizes the scle wund transfer of Ookland
Terainal Railroad Co. business and propertles deseribed in
salid Exhibit 1 to The Ockland Terminal Railway.

Counsel ror applicants asks that this Commission also
autnorize the sale and trensfer of said properties, to the
extent that it has jurisdiction, in order that no quéstion can
be ralsed adbout the validity of the s:le and transrer.

.

Following the sale and transfer of the business znd
properties of Qakland Terminal Ruilrocd Co. described in said
Exhibit 1 to The Oaklanc Terminel Rallway, 1t is propnsed to
nmerge Oakland Terminzl Reilroad Co. into Xey System as the
surviving corporation. A copy ol the merger zgrecment is on
rile in this application as Exnibit 6. Through this merger
Xey Systen will becomz the ownmer, generally spesking, of the
tracks east of the Bridge Rallway over which it now operates,
excepting sald section of track on Fortieth Street and the
tracks formerly used by the Interurban Electric Railway Company,
and now owned by municipalities. The location of the Oakland
Terminal Reilroad Co. track is shown in Zxhisvit 2.

All of the outstunding stock of Oakland Terminal
Rellroad Co. and of Key System is owned by Railway Equipnment &
Realty Company, Ltd. The former company has 24,353 shares of
capital stock without ner value outstonding. Upon the execution
of the merger agreemsnt it is proposed thas Key Systenm issue in
exchange for sald shares of stock, 24,3535 shares of its stock.
Thils stock will be 1ssued to, and be ownod vy, Railway Equipment
& Realty Company, Ltd.
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In Exhibit 3 the recorded cost of the properties to
be nmerged with Xey System ic reported ot $2,404,387.70, waile
Exhibit 4 shows an accrued depreciation of £383,521.82 in said
properties. Though the order herein authorizes the merger of
Oakland Terminal sailrozd Co. into Key bystem we ure making
no fincding as to the velue of the properties of either Dakland
Terminal Rallroad Co. or Yev dystem. Nelther are we raking
any finding as to the cost of sald properties or the adequzcy
of the reserve for accrued depreciation.

No one appeared 2t the hearing to protest the grant-
ing of this application. We believe that the merger of 0Oakland
Terminal Railroad Co. and Xey System should result in certain
economies in keeping records. It will do away with the lecse
under which Key Systor i3 now opersting over tracks of
Oakland Torminal Reilreod Co. ond the poyment of rent for the

use of such tracks.

A public nearing having been hold in the above-
entitled matter before Exnminer Fonkhouser, the Commission
having considered the record in this motter and it being of the
opinion that this cpplication should be gronted subjsct to the
provisions of thls order, thercrore,

IT IS HEREBY OKDDSED us follows:

L. Ocxland Terminal koilrocd Co. may, on or before
December 21, 1943, sell ond trunsfer to The Qukland Terminal
Railway the properties, rights 2né dusincss deseridbed in the

agreement on tile in this application as Exhibvit 1, said sale
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and transfer to be moede pursusnt to the terms ond conditions
of soid ogrecment.

2. The Coummicsion's Order in Decision No. 27770,
deted February 25, 1935, in Application No. 19322, is narebdy
nodificd so as to perzit Qaluland Terminal Raoilroad Co. and Key
System to terminute the lease on szald Fortleth Strect Line
referred to in the foregoing opiniern, and substitute therefor

the trackage rigat described in the agreement on file in this

application =5 Zxhibit 1, waich zgroement Xey System znd

Oakland Terminal Railrocd Co. may cxecuta.

3. Upon the sale znd transfer of saild propertics,
rights and business of Cakland Tormincl ERallroad Co. to The
~Oaklarnd Terminal Reilway, and on or berfere December 31, 1943,
Ookland Termincl Redllroad Co. muy merge into Key System zs the
surviving corporction ané Xey System may issue 24,353 sheres
of its capital stock without par value uﬁgn suéﬁ aeréer'in aN=-
chonge for 24,353 shares of copital stock without par value of
Oakxland Terminzl Railrozd Co., which stock issue the Commission
finds to be reasonably nccessary for the purpose of effecting

cid merger cnd which stock 1ssuc is not reasonably chargeable

to opercting oxponses or to iacowme; sald agreement of merger
to be In substzntially <he ¢ w5 the agreement of merger
filcd in this zpplication ws =

4o Within thirty (39) days ofter the exccution of the
agreezent ol merger terein cutnorized to be executed, Xey Systen
shall fdlec with the Rollread Commission & truc wnd correct copy
of seid agreoement of zerger, togethor with = stitement showing

the number of shires of stock 1t issued under the cuthority
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nerein granted and the purpose for which such stock was issued.
5. The authority ncrein granted is subject to the
condition that the Commission is not, by this order, making
any finding as to the value of the properties of Oakland
Terminal Railroad Co. for the purposc of fixing rates.
6. The authority hercin granted snall become effec-

tive upon the date hercor.

=

Dated ot San Frenclsco, Californila, this

day of June, 1943.
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Conmigsloners




