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Yecision No._ 48687 @gﬁ@ﬂ@@ﬁﬁ_

BEFOPE THE PUBLIC UTILITIBS COMMISSION: OF THE STATE OF CALIFORNIA

In the Mstter of the Investigation.on the.

Commissionts own motion inteo the roasonableness,

adequacy, sufficiency and lawfulness of the .
fares, rates and certain other subjects and Case No. 5259
matters, as specifled in the amended Order of (az amended)
investigation herein, of Key System Transit

Lines and Rajlway Equipment & Realty Company,

Ltd.,

Donohue, Richards, Rowell & Gallagher, by Frank S$. Richards -
anéd George E. Thomas for Rallway Equipment & Realty Cormpany, Ltd..
and Key. System Translt Lines, respondents.

Dion R. Eolm, City Attorney and Paul L. Boek, City Attorney'ts
0ffice, Tor the City and Courty of Sen Francisco; Thomas M. .
Carlson, City Attorney, City of Richmond, by Frcde*Lck Bold, Jr..
Special Aszistant, Grant G. Calhoun, of City Attorney's sStall,
Vayne T, Thompson, City Manager, Lor the City of Richmond;

J. P. Clarx, CLty Attorney, for the City of Alameda; J. F.
Coaxley, District Attorney, and David I. Wendel, Deputy vistrict
Attorney, for the County of Alameda; John W. collier, C;ty
Attorney, and Loroen W. Bast, Public Utility Engineer, for the ./
City of Oakland; rred C. Hutchinson, Clity Attorney by Robert T.
Anderson, Assistant City Attorney, for City of Berkeley; Jomn

D . PnEIIips, City Vanager, City of Bcrkcley, Bdward R. Plotner, .
foxr City of Albany; Carl Froerer, for City of Alomeda; Kathie S.
Zahn, for City of Albany; Konneth H. Smith, City Manager,
Cerrito; J. F. Hassler, City Mmanager, Qakland; Walter Dahl,

Mayeor, Piccmont; Wo‘lev MeCluro, City Mamger, San Legndro,
Richard C. Johnston, Clty Attornoy, for San Pablo; John Fileklin,
City Manager, 1or Hayward; George Janssen, Supervisor, 1or county
of Alameda; P. Barmmerd, for Alaseda Citizen's Transport@tion
Assn., interes 6& partloa.

J- T. Pholps and Wilson E. Cline for the Staflf of the California
Public Utilities Commizscion.

OPINION

By Decislon No. 45205, dated December 28, 1950, in

Application Yo. 31179 (50 Cal. P.U.C. 368), tho Koy System Transit

Lines, a California corpo:ation, was . granted authority to establish
certalin specified ineressos in Lfares. However, bocaouse of £tho
complicated factusl situation which was found to exist the Commissliorn
stated in thls decision, at page 379: "While the record &5 thus far
developed 1is adequate %o justify the inereaces herein aufhorizcd, it

Zz not adequate for the purpose of detormining cortain questions
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presented in this proceeding. The Commission Ls of the opinion
that these questions should be finally determined. Accordingly,
we shall Institute an investigation t¢ that end." -

Under date of January 3; 1951, an ordor Instituting
investigation was instituted In Coso No. 5259 for the purpose of
inguiring "into the recasonabloness, lawfulness and propriety of the
fares, rules, rogulations, charges, sorvices, opcrationé,

ractliccs and alfiliated rointionshins of Koy System Transit Lines...

Public hearings were held thereon before Commiscionoer
Potter and Examiner Syphers 2t Son Prancisco on August 1, and 2,
;951. At tho conclusion of these hearings the partics were gﬁanted
vermission t0 file concurrent briocfs and on Qetober 10, 1951; a
trief wos filed by Key System Transit Lines and cnothor brief on
wehalf of tho County of Alameds and the Cities of Alamoda, Albany,
Berkeley, E1 Cerrito, Hayward, Oaklmd, Piedmont, Richmond, San
Loandro and San Pablo and the Town of Emeryville.

Under dnto of Novembor &, 1651, the Cormission issued an
order setting asido tho submlission and reoponing Case No. 5259.

A further hoearing was held bofore Commlissioner Potter
and Exsaminer Syphers on Decembor 10, 1951. As a rosult of evidence
adduced therein an amended order instituting investigation was
fcsued by this Cormission on Decomber 18, 1951, "for theo purposo
of inquiring into and determining tho rcasonadbleness, adequacy,
sufficieney and lawfulpess of the fares, rates, charges, tolls,
rentels, service, operaticns, facllities, equipment, classifications,
practices (including depreciction practices), contracts, rules,
regulations, cccounts and accounting proceduros and practices
(including doprcciation'accounts and acecounting procedureg ené
practices), proéerty valuations and procodures, and affiliated

Intercsts and roiationships'of Key System Tronsit Lines and Rallway
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ZEquipment & Realty Company, Ltd-,(l)and for the further purpose of
fixing, ostablishing and prescriding the same by doclsion and ordor
of this Commission.”

Furthor hcarihgs were held on April 21, 1952, and March
26, 1953. On the last-named dote tho matter was submitted. It 13
now roady for'docisi;n. It shouid be noted that Rallway Equipment
% Realty Compony, Ltd., appearced speclally, contonding that it was
not subjeet to the jurliczdiction of the Commiszsion.

At the outset of the mpocecedings the partioéa)qnterod into
e stipulation setting out certain facts, which facts were admitted
by all of the porties. The Key System Transit Lines contonded some
of the facts wore not relcvant, but neverthoeloss signed the stipula-~
tion. This stipulation sets out that the Key System Transit Dines
iz engaged in tho dbusiness of transporting passengeré botwoén and
in the various communitics of the East Bay Aron, anéd between this
aroa and San Francisco, a5 a public utility oporating’gnder
cortificates of public convenience and noccssity from this
Commission as well a3z franchises from various communitics in
“he East Bay Arca. ALl of the stock Lssuod and outstanding of
the Key Systom Transit Lines, cmounting to 112,386 shares 4s
ovmed by the Railway Equipment & Realty Company, Ltd. The Netional

(3)

City Lines, Inc.,” owms 87,057 shares of the common 3tock of

Rellwoy Zquipment & Roalty Company, Ltd., which represonts 66.5%
of the 131,000 sharcs of common stock and S5L.07% of the 161,000
shares of common and preferred stock combined.

There arc rental agreements betwoen Railway Equi?ment &
Realty Company, Ltd., and Key System Transit Lines covering land

and Improvemonts and oquipment. It was further stipulated that

(1) A Delaware corporation.

(2) Koy System Transit Lines, tho East Bay citios and Couniy of
Alamoda and the staff of the Public Utilities Commission.

3) A Delaware corporation having its principal offices In Chicago,
Illinois. ‘ :

-3m
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the record In Application No. 21179, an application of Xey Systom
Transit Lines for an increase In rates and fares, be made a part

I

£ this proceeding.

Attached $o the stipulation (Exhibit §) are (1) exhibits
showing the officcrs and directors of the Koy Sysﬁem.Transit Lines,
Railway Equipment & Realty Company, Ltd., National City Lines, Inc.,
and Pacifice City Lines, Inc., (2) copies of agreementé and leases
between Rallway Equipment & Realty Company, Ltd., and Xey Systenm
Transit Lines, (3) the annual reports of Key System Transit Lines
for the years 198, 19L9, 1950, and the annual reports of National
City Lines, Inc., for the same years, (L) a lecase agreement betweon
Xeoy System Trensit Lines and Pacific City Lines, Inc., and (5) the
bylaws of each of Key System Transit Lines and Railway Equipmeﬁt
& Realty Company, Ltd.

Exhibits 1 to 3 are copics of tho articles of incorporation
and amendments theroto of Key System Tranclit Lines (originally Xey
Terminal Railway, Ltd.), Pacifie City Lines, Inc., (originally PCL
Service Co., Inc.), and Railway Equipment & Realty Company, Ltd.
Pacifle City Lines, Inc., and Railway Zquipment & Realty Company;
Lté., are Delawarc corporations. Exhidit L L3 2 copy of the articles
ol incéfﬁgrétion and emendments theroto of National City Lines, Inc.,
2 Delaware corporation. ‘

To place this evidonce in it3 proper porspective for the
purposes of this proceeding and to summarize a portion thercof, it
i3 pointod out that Key System Transit Lines L1s the operating company
;ere in question and that all of 1ts stock i3 owned by Railway
Equipment & Roalty Compcony, Ltd. These are the two companies con-
cerned in this proceeding by roason of the orders of inveztigation '
previously referred to herein. The Pacific City Lines, Inc.,

Lormerly leased its gdneral office quarters from Koy System Transit

-
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Lines, and the National City Lines; Iné;;_holds stock in Railway
Zgquipment & Realty Company, Ltd;, HoweQer;‘those two companios aro
not direcetly concerned in this ﬁrocee§£ﬁ5 and the evidence relating
to them was received primarily for the purpose of helping to clarify
the factual situation currounding Kej System Transit Lines and
Rallway Equipment & Roalty Compapy, Ltd.

Wo furthor note that the Lssues relating to the two
companies involved In this proceeding arc embracod in two problems:
(1) a determination of the rate base of Xey Systom Transit Lines,
and (2) a determination as to whether or not Railway Equipment &
Realty Company, Ltd., should be declared to be a utlility sudblect to
the jurisdiction of this Cormmission.

The citics of Alamoda, Albany, Berkoley, El Corrito,
Hayward, Oakland, Pledmont, Richmond, SanvLeandro anéd Sen Pablo,
*he Toﬁn of Emeryville snéd the County of Alameda conducted a joint
inguiry of the Xoy System Tranzit Lines and the Raillway Equipment
& Realty Company, Ltd., through the agoency of an executive committee.
Zxnivit 9 consists of lettoers and resolutions from this group in
this connectlion. In these documents it was requested that tho
Commission re~oxamine the rete base of Key System Transit Lines,
that an exanination of the reorganization and financlal changes
elfected In 1930 beo made, and that a full inquiry into the inter-
corporate relations of Key System Transit Lines and Railway
Bquipmeht & Roalty Company, Ltd., be madg. Likewlse, 1t was

that an inguiry be made into sach itémé as operating
expense, accounting practices, and adequacy ¢of service. ‘

An engincer of the Public Utilitlics Commicsion's staff
presented testimony relating to tho histordcal bockground of Key
System Transit Lines, which historical background is roviewed Iin

Docision No. L5205 supra. Inasmuch as the instant procooding has




" for one of its majo: purposces a detormination of the rate bese of
Xey Systom Transit Lines, anxd Inasmuch as it waé contended thﬁt the -
costs of some of the items comprising this rate basoe should be
viewed In their historical perspective, a br;ef swmary of the
historical background of Koy System Transit Linos 4s hercinafter

zot out.

The prosent operatlions are the outgrowth of soervicos

commenced by predeccssor companies more than 80 years ago. In
1912, through & consolidstlion of tho soparato companics, tho san
Francisco-Oakland Terminal Rallways was formed. In 1923 the
properties of this compeny were sold under a court decree of fore-
closure anéd, az a result; a new corporation, the Xey Systenm Transit
Company, was created. In 1930 tho propofties were again 2014 ot
2 judiciel sale which resulted in the formation of four opcrating
utilities and a holding company.' Tho operating utllitics were tho
Key Sysﬁcm, Lté., tho Key Iorminal Rallway , Ltd.; East Bay Strect
Railways, Ltd.; and East Bay Motor Coach Lines,'Ltd.. Thg holdiﬁg
company was tho Railway Equipmonx & Realty Company,thd. Subsequont-
ly, these operating utilities were combined into the Xey System
Transit Lines. | . L

| Tho engincer of tho Commlssion's staff rurthcrvpresontgd
testimony »elating to the present operations of the company, its
investments, doproeiation cxpensc, deprecistion roserve rqqgiremcnts,
the amortizetion of investment in reil facilities, tho costhf,l N
removing tracks and repaving streets, onéd the rato base.l Iﬁ setting
up & rate base thoe Commission's staff ignored corporate lires and
conzsidored the property used and uséful In the business. In
considering the cost,af land tho value 25 sct out in a 191l appraisal
was used. Prcviéusly, in Deedision No.'hSZOS, in arriving at a rate

brse, the cost of lond bazed on a 1926 appreisal was usod and the
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witness pointod out that this rosulted in a differenco of about:
$80,000. In other words, the 191l appraisal was lower than tho
1926 eppreisal.

Exhibits 10 to 15 consist of cgrecments and documents
rolating to cortain propcfties of tho companies here under Iinguiry
xrown as the Yorba Buena Yard. This Yorba Buena Yard is located
in Ockland and was sold by the Railway Equipment & Realty Company,
Ltd., to The Oakland Terminal Railway under an agroement dated
August 2L, 1951. The property sold comsiscted of approximmteiy 12
acres of land aﬁd improvements Iin the gso-called lower Yorba Buena
Yard. Tho Yard presently is jointly ﬁsed by The Qakland Terminel
Roilway and the Koy System Transit Lines operctions. Another
enginecr of the Public Utilitics Commission's staflf testified as
£0 the value of this proporty at tho time of tho sale, and ;tatcd
that the salc of tho Yerba Buena Yard should result in oliminoting
from the roate baso any value for that proporty pre#iously included
thorein.

In Deeision No. L2200, dated November L., 1948, in Applica-

lon No. 20L3l, this Commission provided for the amortization of
$1,605,000 to represent the unrecovered investment of local street
car operations asbandoned during 1948, which decizion we heredy
.roaffi,.; Exhibit 8 shows tho cmount of the Railway Equipment &
Realty Compony, Ltd's., unrecoverod investment in this $1,605,000.
Exnibit 7, presented by an ceccountant of the Commission's staflf, is
¢ study of the savings in federal incomo taxes which Key System
Transit Line:s and Rallway Equipment & Roalty COﬁpany, Ltd., may
nave reclized 2s 2 result of having deducted for tax purposes during
the years 19LL to 1948, inclusive, the above-ment ioned amount of
$1,605,000. This aécountant likewiso prosented 2 'study, Exhidbit 17,
which 1s entitlcd "A Report Sctting Forth Results of Origincl CostStudy
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of Operativelﬁfoﬁertics of Xey System Transit Lines énd Railwaj
Zquipment & Realty Company, Ltd." ZExhibit 17-A 15 a supplement to
Exhibit. 17, giving effeect to a salc of right of way, which sale. was
authorized by Decision No. 47131 dated May-13, 1952, in Application
No. 33345. These studies werce bascd on the recorded data appearing
in the’ books, reports and accounting memoranda of the companies and
relate to the original cost of property used by the utility as of
'Decewber 31, Il951. The following'tables show the results of the
studies of the engineers and the accountant of the Comm;ssion'f staff
as to operative properties includible in the rate baec of Key System

Transit Lines.

Estimate Submitted by Enginecers, as of
December 31. 1990

. Depreciation Depreciated
Investment  Reserve ~ooInvestment

Rights of Way . & 387,051 - $ 387,051
Other Land 1 081 019 . wl 081 ,Q019
Roadway and Equipment L . oy '
articulated rail cars -3, 008 086 L . 1 190 597
Grading Account T 5 | L ’ . 171 77
Other Accounts 15, 785 54,..3;,-‘ . 8 1739, 108k
Overhead Accounts 57 096+ - : 123761

820,965,482 ss S,27%,3%7 911,693,135

Estimate Submitted by Accountant as of
December. 31 1951

Deprcciat¢on Amortization:‘Depreciated
Investment Reserve Regorve Investment

..~ Rights of

Way §  368,489.24 & 8 1. 008 368,488, 24
Other Land 787 4+28.19 .. L787.428.19
Roadway and - '

Bquipment
2rticulated

rail cars  1,620,39%.90 997,039 8 | 393,092.66 26 ,262.40
Grading Acct. 239 534,40 156,022.96 6 715.48 79’5 96
ther kests. 19, 872 656 06 7,636,869.81 124 y733.25 8 lll 053 OO

bverhead Acets., 51 182, O 0,861, 10 1805, 8% u

It will be noted that the estimate of the engineers is for
roperties in service as of December 31, 1950, while that of the
accountant is for a2 year later. During ihe year 1951, there were
certain additions, betterments and retirements which obviously had an
effect upon the investment in properties, such changes including

the sale of the Yerda Buena Yard, previously referred to

-8~




herein, the purchaso é:wA consideréble amount of new equipment and
the retirement.f;om'service of ceétain 0ld equipment. The estimate
of the accountant gives elfect to these tramsactions while that of
the enginecers does not. If will alzo be noted that the accountant's
estimate provides for anlamortization reserve Iin the amount of
$535,3L9.23 which has not béen allowed in the estimate_of tho
enginoerse. | | , _

An analysis of the foregoing figures and the testimony
presented in comnection therewith discloses that the ongincers!
valuation of the investment in »rights of way and other lands is
based upon the 191lL valuation whercas the accountant's figures in
this connection are basced upon the original costs as disclosed by
the carliest avallable records. The accountant testified thet in
his opinion the study mado "oxheusts all possibilitics of detormining
the originel costs of the properties in question.”

For the purposes of this decislon wo will accopt the original
cost figurcs, loss rolatod resorves, sot forth In Exhibit 17, as
ropresonting the rate baso,'oxclusivo of meterials and supplios, of
the two companics as of December 31, 1951. In accepting thosc figures
Tor this purpose we take cognizance of thoe faet that tho companics
have recoverced through operations the cmounts reflocted in the |
rcserve balances. in establishing this rate base wo do not bind
ourselves to receognize for the future the sorvice lives prescnpiy
used by tho compéniecs in computing amal charges for deprecistion
end amortlization. The companics now are placod on notlee that
cuzsaequent aceruals for deprociation shall bo computed on a romoin-
ing life basiz and tho annual aceruals to the doproclation reserves
shall be obtained by spreading the original coéts of the depreciadle
plant, a3 reflected by the books, loss the estimated net salvage

and less the related reserves, 53 redordod, ovor the estimated remain-

ing life of the propertios.' Tho accruals to depreclation chall bveo

O
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- reviewed annually ond the companios shall submit the resulté of theseo
roviews t0 tho Commission. A thorough consideration of thi:s record,
glving c¢ffect to all of tho evidence adducod, tho briefs f£iled
hereig,vand to the points raised by the joint investigotion of tho
Sast Bay Citles and the County of Alamoda as set out in Exhibit 9
qnd in the record in Application No. 31179 supra, leads us to the
finding that a rate basc for Key System Transit Lines should inelude
2ll propertics used and uscful in the tranzportation oporations,
regardless of corporate ownership, and that tho costs developad by |
the witness from the accounting ctaff are based upon the original
costs thereof and should be ﬁsed in this »dto base. Thorefore, we
find the rate base,exclusive of materlials and supplies,of Koy System
Transit Lines as of Decomber 31, 1951, to be as follows:

Rights of Way % 368,88, 2h

Othoer Land 787,L28.1
Roadway and ocquipment 8,&&8 111.3

Overhead Accounts %.51%.27
 Total » (93,5

Our second Lssuo herein comcorns whether or not Railway

Equipment & Roalty Company, Ltd., should be doclared to be a publie
uatility. This company was formod to own tho oquipmont and roal
cctote used In the transportation operations, the purpose belng to
provide the credit ctanding neeessory to finmec the oporating
company. Thoe principel business of Railwey Eqaiﬁmont & Realty
Company, Ltd., 15 the ownership of the propoertics used by Koy
System Transit Lines and 99 por ccnt‘or its rovenucs come from
rontals peid by Key System Transit Lincs. About 1 per cent of
its rovenues come from other rentals.

From Exhibit 18 and from tostimony of witnesses it is
c¢iscloscd that the officers and directors of the two companics aro,
with very fow excoptions, tho same individuals. Exhibit 18 shows

thot five membors of Xey System's soven-man board of diroetors are
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also members of Railway Equipmont & Realty Company, Ltdts., nine~-man
voard. The tostimony of tho controller discloses that the ten chiof
officials. of Koy Systen Transit Lincs arc officoers or omployees of
Railway Zquipment & Roalty Compeny, Ltd. Those include the following
officers of Xoy System Transit Lines: (1) president, (2) vice ﬁrcsidam
snd operations monager, (3) controller, (L) secretory-tressurer,’

(5) public rolations director, (6) cxeecutivo assistant end tralfic
engincer, (7) oxececutive assistant, (8) purchasing egent, (9)
assistant controller, and (10) the automotive maintenance supcrvisor.
AlY of theso officials receive their salaries from Rallway Equipmont
‘& Realty Compony, Ltd., but 2L00 por month for each of them is‘
charged back to Koy System Tronsit Lincs.

Exhibit 19 comsists of oxcorpts from the minute Books of
Rellway Equipment & Realty Company, Lid., which minutos show actions
by the board of dircctors of that company a3 to the properties useéd
by Key System Troncit Lines ond oalso as to approval of cortain
actions takon by the bosrds of Xoy Systoem Transit Lines and its
Predecessor compahics. Exhivit 20 i a copy of an indenturc exeeuted
oy Reilway Equipment & Realty Company, Ltd., to the Bank of/Amcrica
NationallTrust & Savings Association on August 1, 1945, securing on
authorized issue of 34,500,000 in bonds of Railway Equipment & Realty
Company, Ltéd. The proportics of the ccmpany wero - pledged 5 socurity.
Exkhibit 20-A fs 2 supplemont to the al¢rementioned indénpure.

After considering all of the evidence presented horcin and
the briefs which have been £ilcd, we now find thet tho Railway
Equipment & Realty Compony, Ltd., owns and exereises a sudbstentiol
control over tho operations of Key System Transit Lines to such an

extent that ocach of s3aid corporaticons 1s the alter ogo of the other

and we, therefore, find that Railway Equipﬁcnt & Realty Compeny, Ltd.,

iz & public utility subjoct £o control and regulation by this

-1l




Commission. Wo¢ further find that tho propertics owned by Rallway
Zguipment & Realty Company, Ltd., which are used in conneetion with
the operations of Key System Trancit Lincs have boen dodicated to
the public use. As o matter of low, it follows that once ownership
or control over a public utility opcration is ¢stablished thon the
cntity exercising such control is 2 puvllic utility. Articlo XII,
Seetion 23, of tho COnctitution of Californis icads as follows:

"Every private corporation, ond cevery individual
or associztion of individuals, owning, opurating,
managing, or contrclling any commoreial »ailroad, '
interurbon railronc, street rollrocd, canal, pipeline,
plant, or equipment, or any part of cuch railrozd,
canal, pipoeline, plant or equipmoent within this State,
for the transportation or conveyonce Of PusSSEnNgers ...
either directly or indircctly, to or for the public,
and every common carricer, is hereby deeclared to be a
public utility subjeet to suen control and rogulation
by the Railrocad Commission as may be provided by the
Legislature ..." (Underlining added).

The statutes cnacted by the Legislature contain provisions

naving a similer result. A public utility is defined to include 2
common corricr (Public Utilitics Code, Sec. 216). The torn common
cerrior includes "every railrocd corporation; strecot rallroad
corporation” and "every passenger staoge corporation.” (See. 211).
The terms railroad corporation (Scc. 230) streot railrond (See. 231)
and passenger stage corporation (Sce. 226) include cntitics which
ovn or control such operations. |

In the evidence in this case it was discloscd that the
Railway Zquipment & Realty Company, Ltd., ¢xecuted an indonture to
the Bonk of America National Trust & deing5 Associction on August
1. 1945, whereby the properties of the company were pledged 23
security for 2 bond Lssue of %L,500,000. In cffecet, thoARailway
Zquipment & Reclty Compony, Ltd., mortgaged all of its propertics
uzed and useful in the public utility operaticns of Koy Systen

Tronsit Lines. Such an setion clocrly Andicetes o measuro of control




-

C3. 5259 AM .

over the propertics éf'éﬁekkcy éystom Transit Liﬁoé; which pla&es
Railway Equipment & Realty COmpany, Ltd., within the Constitutional
dcclaration as set out iﬁ Articlo XII Section 23, a portion of
which is horoinadovo quoted. Likowiso tho statutes cloarly contom-
plate that such a transaction should be subject to the jurisdictiou
of thls Commission. (Scc. 8+l).

An order of inveutigafion a3 above enﬁitled having boen
instituted, publice hearings having boen held thoreon, the matter
naving been subnitted, and the Commission boing fully z2dvised in
the promises,

I7 IS EERERY ORDERBD'

(1) That the rate ba o, oxelusivy o terialu and s 1¢os
ﬂ;..ﬂ‘c upp '

APS of Deocombor 31, 1951 bo, and 1t (j?? Dl

heroby is, declared to be as follows:

Rights of Way 3 368,&88.2&
Othor Land g,u28 12
Roadway and un;pmcnt 111.36
Overhecad Accounts , WOoll.2
Total & , .

of Key System Transit Lincs

{2) Xey System Tronsit Linea and Railway Equipmonz & Realty
Comparny, Ltd., shall adont the straight- line remain;ng 11rc method of
acecounting for doprociation. Said companics ohall baze tho onnual
aceruals to fho'depreciation resorves by sproading,the original coct
of the dopreciladle plant, as rofloctod by the books; loss the
estimated net salvage and loss tho related roscrves, as roéordod,
over tho ostimatod‘roﬁaining life of tho proportios.’ Said'companios
shall reviow tho accru 3 annually ond shall submit the rosultg of
these roviews to tho Commission on or before Deceember 31lst of each

year boginning Docombor 31 1953,

(3) Within 60 days nf*cr th ffoctive date of thic ordor |
m U Aar o= ’
C;L Ley System Transit Lincgﬂghall f*lc with the Commission 2 utatoment
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showing thé amounté of the deprociation sccruals recorded during
1952 and the lives wusod and ostimotod salvage considered in computing
the aceruals and the same iﬁformation as rocorded and proposced during
1953. |
' ID IS HEREBY FURTHER ORDERED that the Railway Equipment &

Realty Company, Lté., be, and it hereby is, doclared to be o puﬁlic
utility subjeet to such control and rogulﬁtioﬁ by the Public Utilitice
Comnission as hes been or may be provided by the Stato Constitution
and tho State Legisloture.

IT IS HEREBY FURTHER ORDERED that Railwey Equipmont & Roalty
Company, Ltd., hereafter sholl comply with oll applicable provisions
of regulatory law in conncction with Lts operations as & public
utility.. | |

This order shall become cffoctive twenty days aftor tho dato

hereof.
% L
ctcd at Va4 , California, this 7 —
a7 . -

cay of ot B » 1953.
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