
D'!cis1on No. 48687 ------
BEFORE TEE PUBLIC UTILITIES COMMISSION OF, TEE STATE OF CALIFO~~IA 

In the Matter of the Inv0stigo.,t10n, on the, .) 
Coe"'nission's own motion into theroasonablene~s ,;) 
adequa.cy, sufficiency o.nd 1a.wl'ulne,33 of the ) 
far~s" ra.:te3 and cert~in other~ub.jects and ) 
r.wtters" as specit ied in the a.mendedOrder of ) 
inve:tigation he~in, of KeyS~r.st0m Transit ) 
tines and Ra5.1wayEquipment &. ,Rea.1ty Company" ) 
Ltd. ) 

Case No."'5259 
'(as amended) 

Donohue, Richards" Rowell & Gallagher" by Frank s. Richard~. 
and Geor~e E. Thomas ror Railway Equipment & Realty Company, Ltd.~ 
and Key ,System Tran~it Lines, re~pondent3. 
Dion R. Holm, City Attorney and Paul I,. Bock" City AttorneY'::I 
Ottice, 'for the City and County "01' Sa.n l"'ranc1sco; Thomas M •. 
Carlson, City Attorney, City o~ Richmond, by Frederick Bold~ Jr •• 
Special Assistant, Grant G. Calhoun, of City Attorney's Staff, 
Wayne E. Thompson, City Manager, for the City or Richmond;. 
J. fl. Clark, CJ.ty Attorney, for the City of Alameda; J. F. 
Coakley" District Attornoy, and David I. Wendel~ Deputy Diztrict 
Attorney, for the County of Ala.meda; John W. collier, City 
Attorney, and toren W. Eo.ot, Public Utility Engineer-, for the !,1. 

City of Oaklo.na; fired. c. Hutchinson, City Attorney by Robert T .. 
Ander~lon, f...sz:L.ztant City Attorney, for City of Berkeley; JOhn 
b. phll1ipo, City Monoger, City of Berkeley; Edward R. Plotner, ' 
1'0:' City of' Albany; Carl Proercl", tor City of Alo.meda; Kathie Soo 
ZAhn, for City of Albany; Konneth H4 Smith, City Ma.nager, El 
'C"e'rrito; J'. F. Haszle!', City M~nagcr, Oakland; Walter Dahl" 
Moyor, Picamont; vvczlev McClure, City Maroger, San Llee.nd.ro; 
Richarc. C •. 10hnzton, CIty A ttornoy, tor San Pablo; John Ficklin" 
City Manager, tor Hayward; Geor~e Janssen, Supervisor" tor County 
of Alameda; Poo Vi. Bo.rnerd, 1'or Als.."'lled.a. CitizenT z Tronsport.ct1on 
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o PIN ION ............... ----

By Decision No. 4520$, dated December 28.., 19,0,' in 

Applico.tion No. 31179 ($0 Cal. F.U.C. 368), the Key Syctem Transit 

Line3, a Celitornio corpo~otion, was,granted authority to establi::1h 

certain specitied increo~ez in tares. Howevor, bocause or tho 

compliccted factu~l situation Which w~s found to exist tho Commissior. 

ztntec. in this c.eeicion, at po-go 379: "While the record as thus' far 

doveloped is ~d0~u~te to juztify the increa=e~ herein authorized, it 

iz not o.dequF.l.te tor ,·the purpose of det0rmining cortoin (j,uestions 
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presontcd in this proceeding. The Commission is of the opinion 

that these questions should be finally determined. Accordingly~ 

we shell institute ~n investigation to that end. 1T • 

Under dote of Jnnuory ), 1951, an order instituting 

investigation was instituted in CD.SO No. $259 tor the purpo::o or 

inquiring ITinto the renson~blone$s, ln~fulnoss and propriety or the 

foros, rules, rogulot1on~, charges, sorvices, operations, 

practicos and affiliated relctionshi,s of Key System Transit tinos ••• 

Public hearings were held thereon before Co~~1s::ionor 

pott~r ond Examiner Syphers ot Son Francisco on August 1, and 2, 

19$1. At tho conclusion of theso heo::"ing's the pD.rties were granted 

permission to tile concurrent briofs and on October 10, 1951, 0 

briet was filed by Key System ~ransit tines and anothor brier on 

coholf of the County of Alameda and the Cities of Alameda, Albany, 

Berkeley, El Cerrito, Hsywo.rd, Oo.kl:::nd, Piedmont, Richmond, san 

t0~dro und Son Poblo nnd tho Town o! Emeryville. 

Under dote of Novomber 6, 1951, the Commission issued on 

order setting ~sido the zubm1ss1on and reopening Ca~e No. 52$9. 

A further hearing was held botore Commissioner Potter 

and Examiner Syphers on Docembor 10, 1951- As 0 rc:ult of evidence 

~dduccd therein on o~endcd order ~nstituting investigation wa~ 

i~sucd by this Corr.rnission on Decemb0r 18, 1951, "for th0 purpozo 

of ~nquiring into nnd determining tho roasonableness, adequacy, 

oufficiency and lawfulness of the faros, rates, chcrge~, tolls, 

rentclo, service, operations, facilities, equipment, cl~ssi!ications, 

practices (including deprccio.tion practices), contracts, rull:)s,. 

regulations, cccounts end accounting procedur~s and practiCos 

(including depreciation accounts and accounting procedures end 

practices), property ·."alua tions nnd procedure3, and o.ttilio.ted 

interosts und rclction~h1psot Key System Transit Lines ond Railway 
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(1 ) 
Equipment & P.e~lty Co~pony, Ltd., and ~or' the further purpcoe 01' 

fixing, osto.blishing ond prescricing tho some 1;)y docision and ordo:-

of this Commission.~ 
.' 

Further hccrings were held on Apr11 2'1, 1952, and March 

26, 1953. On the lo.st-no.m~d dote tho n'.L\ttc:::" was submitted. It is 

now :::"Clc.dy for decision. It should 'be' noted the t Rllilway Equipment 

& Reclty Comp~ny, Ltd., appoo.rcd opeciolly, contending that it wos 

not subject to tho jU:::"i:;diction of tho Commizsion. :c 

At the outset of the pocecdings the PO:::"tio~2)onterod into 

s stipulation setting out certain facts, which facto wero admitted 

'by ~.ll ot the parties. Tho Key System Transit Linos contonded some 

of the facts wor~ not relevant, but nevertheloss signed the stipula

tion. This stipulation sets out thnt the Key System Transit Lines 

is engaged in the business or transporting passongers between and 

in the various communities of the East Bay Aron, and between this· 

area and San FranciSCO, as a public utility operating ~ndcr. 

certificates of public convenience nnd necessity from·this 

Commission as well as franchises from vo.rious communities in 

the E~.st Bay Areo.. All of the stock iccuoc. and outstanding of 
~ . ... ne Key Systom Tro.nzit tines, s.mount1ng to 112".386 charesis 

o\'med by the Rcilvr.lY Equipment & Reo.lty Company" Ltd. The National 
(3) 

City Lines, Inc., owns 87,057 shares or the common stock of 

Rcilwo.y Equipment & Reelty company" Ltd., which repr~zonts 66.5% 

of the 131,000 3Mrcz of corn.-non stock c.nd .54.07% I~r tho 161,000 

shores of co~~on one. preferred stock combined. 

There o.re rcnt~l ngreementz betwoen Railwo.y Equipment &: 

?eo.lty Company, Ltd., ond Key System Transit tines covering l~~d 

end im:prover:lonts and equipment. !t wo.~ further stipulo.tod t~t 

(1) 
(2) 

( :3) 

A D~lo.wo.r~ corporct1on. 
Key System Tro.nci t Lines, tho East Say ci tio sand coun-:y of . 
Alamoda and the staff of the 'Public Utilities Commission. 
1-. Delaware corporation hnving its principal offices in Chico.go, 
IllinOis. . 
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the record in Application No. 31179, nn application of Key Sy:tom 

Tr~nsit tino: for an increa~e in rate: and far~o, be ~de a part 

of thi3 proce~ding. 

Attached to the stipulation (Exhibit 5) are (1) exhibits 

~howing the officcr~ and director: of the Key Sy:::.tem.Transit Line=:" 

Railway Equipment & Realty Company, Ltd., National City Lines, Inc." 

and Pacific City Lines, Inc., (2) copies of agreements and leasc~ 

between Railway Equipment « Realty Company~ Ltd., and Key System 

Tran:1t Lines, (3) the annual reports of Key System Tranoit Lines 

for the years 1948, 1949, 19$0, and the annual reports ot.Nat1onal 

City Lines, Inc." for the same years" (4) a lease agree~ent between 

Key Syctem Transit Lines and Pacific City Lines, Inc., and (5) tho 

bylaws of each of Key System Transit tines and Ra1lway E~u1pment 

& Realty Compo.ny" Ltd. 

Exhibito 1 to 3 ore copies of the articles of incorporation 

and a~endr.ents thereto of Key Sy:tem Tra~1t Lines (or1ginnlly Key 

Tern".inal Railway" Ltd.), Ptlci.fi c Cj.ty tine so- Inc., (originally peL 

Service Co., Inc.), and Railw~y E~uipmcnt & Realty Company, Ltd. 

Pacific City tine~, Inc., and Railway Equipment & Re~lty Comp~ny, 

Ltd., are Delaware corporat1ons. Exhibit 4 i~ 0 copy of tho articles 
...... 

of 1ncorporct1on and smendme~ts thereto of National City Linos, Inc., 

~ Delow~re corporation. 

To placo th1$ evidence in its proper por~pectivo for tho 

purpones of this proceeding and to ~~~arize a portion thereof" it 

13 po1nto~ out that Key Syotern Transit Lln~o io the operating company 

here in question and that all or its stock i3 owned by Railway 

Equipment & Realty Compcny, Ltd. These are the two companies con

cerned in this proceeding by reason of tho order: of invectigntion 

prcviouzly referred to herein. The Pacific City tines" Inc." 

.tormcrly leased ito gener~l office quart0rs from Key Systo~ Transit 
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Line5, and the National City Lines, Inc., holds stock in Railway 

Equipment & Realty Co:npo.ny, Ltd. However, tho:lo two companios are 

not directly concerned in thi5 proceeding and tho evidence relating 

to them was received primarily for the purpooo or helping to clarity 

the factual situation :::urrounding Key System Transit Lin,os and 

Railway Equipment & R~alty Company, Ltd. 

Wo furthE:)r note that the iS$UOZ relating to thE:) two 

companies involved in thi$ procoeding arc embraced in two problems: 

(1) a determination or the rate ba5c ot Key Sy:::tom Transit Line3, 

and (2) a dctcrn-.ination IlS to whether or not Railv:ay Equipment &: 

Realty Company, Ltd., ohould be declared to be a utility :::ubject to 

the jurisclic tj.on of thi: Coml'l'lission. 

The cities o! Alamoda, Albany, Berkoley, El Cerrito, 

Hay-word, oaklc.nd, Piedmont, Richmond, san Leandro and Se.n Pablo, 

the Town of Emeryville and the County of Alo.:n.tSlda conducted Il joint 

inquiry of the Koy System Tronzit tine::: and the Railway Equipment 

&: Realty Company, Ltd., through the agency of an executive committ~e. 

Exhibit 9 consists or letters ~nd resolutions from this group in 

this con."'loction. !n thoca docur.lcnts it VIas rcqu~:ted thct tho 

Co~~~zsion rc-oxcmine the ~ute base of Key System Transit tino~, 

th~t on examin~tion of the reorganization and fin~cial c~ng~= 

e!'fectcd in 1930 be mtlde, and that $ full inquiry into the inter

co~porate relat10n~ o! Key System Tro.nsit Lines Qnd Railway 

Zquip:nent & Realty Company, Ltd., be ma.d,~. Likewise, it was 

requeoted t~t an inquiry be made into o~ch ite~$ 0.$ operating 

expenso, accounting practices, and adequacy of service. 

An engineer of the Public Utili ti"s Commisoion':; staff 

preoentcc. testimony reloting to tho h1storj.ccl background of Key 

System Transit Lines, which historical background is roviowed in 

Docioion No. 4520$ supra. Inasmuch as tho instant proceoding has 



for one of its mnjor purposes a detormination of the rate base of 

Key Systom Transit Linos, ~nd in$3much 03 it was cont~nded t~t the· 

costs of some of the items compri$ing this r~t~ boso should ?o 

viewed in their historical perspectivo, a brief s~~er.y of the 

historico.l bo.ckg%'ound of Koy System Transit Linos is hereina.i'ter 

zot out. 

Tho pro sent operations l\re the outgrowth oi' services 

cOn1.":lenced by predecessor companieo mor~ thon 80 years {:lgO. In 

1912, through 0. consolic.fZ.tion of th0 separate compF.lniGS, the Sc.n 

Francisco-Oakland Terminal R~ilways was ror~d. In 1923 the 

properties of this compony were sold und~r u court d~crce of foro-

olosure and, az 0. result, a now corporation, the Key Sy~tem Tr~nsit 

Compc.ny .. wns crco.t(jd.. In 1930 the properti~s were again so·ld at 

t:l judicial sale whioh resulted in the i'ormotion of four operating 

utilitieo ~nd a holding company. Tho operating utilitios .were tho, 

Key System .. Ltd., tho Key Terminal Railway, Ltd., East Bay Street 

Rnilwoys, Ltd., ond East Boy Motor Coach Linos, Ltd. The holding 

company waz tho Railway Equipment & Realty Company, Ltd. Subsequent

ly, th(jze operating utilities wore combined into the Key System 

Tronsit tines. 

Tho ¢ng1n~er of tho CommissionTs oter! further prosontod 

testimony ~olating to tho prozent opcrDtions of the company~ its 

investments, d0proeiotion expense, depr€.leio.tion reserve rc,q,?-iromcnts, 

the ~mortiz~t1on of invoztment in r~il faeilities, the cost .?t 

rcr.oving tr~ck: nnd repaving streets, end tho ratc base. In sett~ng 

up 0. rC'.to bas\;} tho COl'l'lr.".1z5ion's start ignored eorporat~ lines and 

consid~rcd the property U3cd and uzc!ul in the business. In 

consi~cr1ng the cost ,ot lond tho value oz set out in D 1914 appraisal 

was us t:d. Previously.. in Dcei oi"n No .4520" in arriving e,t a rete 

b~so, tho cozt of l~nd besed on e 1926 apprcioal wos usod ~nd the 
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...,itnoss pointod out tho.t this rosulted in $. differenco ot about 

$80,000. In other words, the 1914 appraisal was low0r than the 

1926 e.ppreiso.l. 

Exhibits 10 to 1$ consist of ~gro0mcnts and documents 

~olating to certain properties of the companies hero und~r inquiry 

knO\~ ns tho Yorbo Buena Yard. This Yorbo Buen~ Yard is located 

in Oc.kland and was sold by the Roilway Equipment & Realty Compcmy" 

Ltd., to The Or.tklo.nd Terminal Railway under an o.groemcn t doted 

A'\lgu~t 24, 19$1. Tho 'Property sold consisted of approxil'llFltely 12 

acres of land and improvements in the so-called lower Yorba Bucn$ 

Ynrd. Tho Y~rd presently is jointly used by The Oakland Tormi~l 

Railway and the Key System Transit Lines operctions. Another 

~nginoor of tho Public Utilities Commission's stafr testified Os 

to the value of this property at tho time or tho salo, and st~tod 

tho.t the sale or the Yerba Bueno. YC\rd should result in eliminating 

from th~ rete bnso o.ny value for that prop~rty proviously included 

thorein .. 

In Decision No. 42200, doted November 4" 1948, in Applica

tion No. 29434, this Co~izsion providod for the ~~ortization of 

$1,605,000 to represent tho unrecovered investment of 10c31 street 

ccr operation: cbcnc.oned during 1948" which decision we hel"cby 

roaffirm. Exhibit 8 shows tho amount of the R~ilway Equipmont & 

Re~lty Comp~ny, Ltdfs., unrecov~rod investment in this $1,,60,,000. 

Exhibit 7, presented by ~n cccounttlnt of the CO~~i3SionT$ $t~tr, i$ 

1j study of the zo.vingc in redorc.l incomo to.xes which Key Systmr. 

Tr~noit Lines ~nd Rcilwcy Equipment & Roo.lty Compcny, Ltd., may 

htlve rctllizcd C$ c result of having doductod for ~ax purp~scs du:L~ 

tho yoo.rs 1944 to 1948, inclusive, the above-montioned crnount of 

:~1,60s,000. This cccountcnt likowioo prosented c 'study, Ex'hfbit 17, 

which :is entitled llA Report Setting Forth Results or Originc.l CootS'tudy 
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of Operati~e Properties of Key System Transit Lines and Railway 

~u1pment & Realty Company, Ltd." Sxhibit 17-A i$ a suppl~ment to 

Exh1bi~.17, giving effect to a sale or right of way, which'sale.was 
. ~ , 

authorized by Decision No. 47131, dated May· 13, 1952, in Application 

No. 33345. These studies were based on the recor,ded d.ata ap.pcaring 

in' the' cooks.; .reports and accounting memoranda of the companies and 

relate to the original cost of prop.grty used by the utility ~s or 

Deccrnbcr.31, 1951. The following tables show the results of the 

studies of the engineers ~Jnd the accountant of the Commission's staff 

as to operative properties includible in the rate base of Key Syste~ 

Transit Lines. 

Rights' of Way 
Other Land 

E~timate Submitted by Engineers, as of 
December 31, 1950 

Depreciation Depreciated 
Investment Re~~rve ',,: Inve'stment 

Roadway and Equipment 
articulated rail cars 
Grading P.ccount 

... " ,,. 

$ 387,051 
,1,081,019 
, .. 

3,008,086 . ,.1~'817 ,489 " 1,.190,5'97 
24,,376 ' .. 73,60, ',", 171,771 

Other Accou.."'lts 
Overhead Accounts 

Rights of 
Way 

Other Land 
Roadway and 

Equipment 
~rt1cu1cted 

$ 

1"78,, 851+ .~ .• " .7,0l,.6, 770 8,739,084 
452,()26' . ,"'. 333,48~ 123,613 

$20,964,482 $ 9,271,347 '-'$11,693,135 

Bst1mate Submitted 'by' Accountant, as of 
_____ ..;;;D;,.;;e;,;::c.,;;;.eT:'l:.:.:., bcr, 31, 1951. 

Depreciation' 
Investment Reserve 

368,489.24 $ 
787,428.19 

Amortization' Depreciated 
Re~crve Investment 

$ 1.00$ 368,488.24 
. ',' 787,*28 .. l9 

rail cnrs 1,610,394.90 957,039.84 
Grading kcct. 239,531+.40 156,022.96 
Otber Acets. 15,872,656.06 7,636,869.81 

393,092.,66. 260,262.40 
6,715.48' 76,795.96 

12~,733~2, 8,111,053.00 
1('),806.84' 149,~4.2* 

$ ,3;,349.23$9,753,2.0 
Overhead Acct~. ,51,182.4° 3'0~861.59 

519, 29,685. 9 $9,1 0,794.20 

I.t will be noted that the estimate of the engineer~ is tor 

properties in service as of December 31, 1950, While th~t of the 

accountant is for a year later. During the year.1951, thoro were 

c~rtain additions, betterments and retire~cnts which obViously h~d an 

effect upon the 1nve~tment in properties,such changes including 

the sale of the Yerba Buena Yard, previously referred to 
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herein, tIle. purchaso ~t. A consio.erable amount ot new eq,u1pment and 

the retirement .trom serv1ce of certain old equipment. Tbe estimate 

of the accountan~ g1ve~ effect to these transact10ns while that of 

the engineers does not. It will also 'be noted that the accountant's 

estimate provides for an amortizat1on reserve 1n the amount of 

$$35,349.23 which has not been allowed in the ostimate ot tho 

enginoors. 

An analyc1s of tho foregoing figures and tho testimony 

presented in connection there\~th discloses that the eng1neers' 

valuat10n ot the investment in r1ghts of way and other lands i3 

based upon the 1914 valuation wheroas the accountant's figures in 

this conneetion ere basod upon tho orig1nal costs as disclosod oy 

the co.rliest available records. The accounto.nt testif1ed th.o.t in 

his opinion the study mado " ex.."'leusts all possibilities ot dotermining 

the orig1no.l costs of the properties in quostion." 

For the purposes of this decision we vl1l1 o.ccept the origiltal 

cost figures, less relnted resol"'ves, 3ettol"th in Exhibit 17, o.s 

~op~csonting the rate bese, exclusive ot matorials and ~upp11os, of 

tho two companies as of December 31, 1951. In accepting thoso tiguros 

tor this purpose we toke cognizance ot tho fact that tho companies 

hcvc rocovered through opor~tions the ~mounts reflected in the 

re~erve b~lnnces. In cst~olish1ng this ~to bose.we do not bind 

ourselves to recognize tor the tuturo the service lives presen~ly 

u~od by tho comp~n1(.1s in computing amua.l charges for deprocic.t1on 

nnd ~~ortization. The companios ,now are placod on notico that 

ou:c~'equent accruals for depreciation :lOOll 'bo computod on a r~mDS.n-

ing life basi3 and tho annual accruals to the dopr0ci~t1on re~erves 

shall be obtained by spreading the original costs of the depreciable 

plant, as reflected by the books, loss tho c5t1m3ted 'net salvage 

::lnd leos the related reserves, r..s recorded, OVer the· estimated r<3m:lin

ing life ot the properties. Tho accruals to depreciation shall 'bo 
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reviowed annl~lll1y ond the compm'Jics shnll zubmit the rf-,zulto of these 

:"13viows to. tho Comrnis~1on. A thorough consideration of thi.:: record" 

giving ef1"cct to allot tho evidence adducod, tho briefs f1l0d 

herein, and to the points raised by tho jOint 1nveetlgot10n of tho 

E~st Bay Cities o.n~ the County or Alrumcdo as sot out in Exhibit 9 

~d in tho record in Application No. 31179 supra, loads us to the 

finding that a r~te bo.$~ for Key System Transit tinc= should include 

all properties used and useful in the transportation oporations, 

regordloss or corporcto ovmcrsbip, ~d that the costs develop~d by 

the witnoss from tho accounting etc.f!' arc 'booed upon the original 

costo thereof and should be used in this r~to 'boso. Thorefore, we 

find the ratc bas0,exclusive of material.:: and supp110s,ot Key. System 

Trcnsit Lines as of Decomber 31, 1951, to be as' follows: 

Rights or Way 
Other L~nd 
Roadway und oquipment 
Overhead Accounts 

Total 

Our second issuo horein concerns whether or not Railway 

Equipmc'nt & Roolty Company, Ltd., should be c.oclcrt;;d to be 0. public 

utility.. This company wos fomod to own the equipment ~.r.d reo.l 

e:t~tc used in the transportotion opor~tions, tho purposo being to 

provide the credit ot~nding necossary to finnlcc the op~rating 

company. Tho principcl businoss of Railw~y Equipmont & Realty 

Company, Ltd .. , io the owncr!1hip of tho proportico used by Koy 

System Tronsit Lines ~nd 99 pOl' cent of its ruvenuos come from 

rontolo paid by Key System Transit Lines. About 1 per cent ot 

it: revenues come from other rentals. 

Prom Exhi b!:t 18 and from tostimony of wi tnesses it is 

c.i:3closed that the officers and directors of tho two eomponics 0.1'0, 

with very fow oxceptionc, tho zrunc individuals.. Exhibit 18 shl,ws 

thot five members of Key Syotem's :ovcn-m$n bourd of diroctors are 
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olso :mc:mbc!'z of Ro.11wo.y Equipmont & Roalty Comp~ny, ttdts., nino-man 

bOQrd. The tostimony of tho controller discloses th~t thG ten chie! 

otficio.ls. of Koy Sy~tem Transit tines ore officors or employees ot 

RD.ilwo.y Equip:ment & Reo.lty Compc.ny, Ltd. Thoc~ include tho following 

officer: of Koy System Tranzit Lines: (1) procident, (2) vice president 

end opcro.tion~ n-..o.no.ger, (3) controller, (4) secretcry-treo.,surcr,· 

(5) public rolations diroctor, (6) executivo assisto.nt t?nd trc.l":f'ic 

. enginoer, (7) oxecutive aSSistant, (8) purchusing agent, (9) 

o.ssistont controller, ~nd (10) the nutomotive ma1nten~nco supervisor. 

Al~ or theso o1'l"i6i$ls receive their saloriec trom RailwQY Equipmont 

& Realty Compony, Ltd., but $400 por month tor eoch or them i3 

c'hargcd bo.ck to Koy System Tro.r.sit tines. 

Exhibit 19 consizts ot o.:<corpt:l from the minuto b?oks of 

Ro.ilwo.y Equipment & Realty Compony, ttd., which minutos show o.ctions 

by the 'ooord of directors of thot compony as to tho properties used 

by Key System Trcnsit tincs Dnd o.lso uz to QPproval of cortnin 

~ct1on3 token by the 'oocrds ot Key System Trnnsit tines ond ito 

predecessor compcnies. Exhibit 20 is a copy or on L~dcnturo 0x~cutcd 

by Rail'IJ~y Equipmt:.nt & Roo.lty COt'lpany, Ltd .. , to the Ba .. ·lk of Americc 

~T·otiono.l Tru3t &: Saving:::: AS30cintion on August 1, 1945, securing c.n 

3uthorizce is!3uO of ~?4,500,OOO in bonds of Railway Equipment &: Realty 

Compony, LtC.. The proporties ot tho compo.ny were, pledged ~'.S security .. 

Exhibit 20'-A is ~ supplement to the c.fc'rcrn.0ntionod 1ndon~uro. 

After considering ell of tho 0v1.dence prosented horein end 

tho briefs which have boen f11od, we now find thf.'t the Railway 

Equipment & Rcc.lty COl':'lp~ny, Ltd., ovms end exorcises 0. substantial 

control ovor tho operation::: of Key' System. Trc.nsit Lines t f., such cn 

or-tent thr..t oach of :3oid corporotion=: is tho slter ego of tho other 

,~mc.~ wc, there fore, find tho. t Railway Eq u:lpmcnt & Rec.l ty C ompony, ttd., 

is s public utility subjoct tO'centrol p.nd regulation by this 
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Co~1ssior... VI'e; further find that tho properties owned by Ro.1lway 

Ec;,uipment & Reolty Company" Ltd .. " which o.re us~d in connection with 

the operation~ of Key Systom TrAn~~t Lines ~vc coon dodico.ted to 

tho public usc.. As a :nQ. tter of la'N, 5. t follows that once ownership 

or control over 0. public utility operation is esto.blished then the 

entity ox~rci$ing such control is a public utility. Article XII, 

Section 23, of tho Conztitution of California rco.ds os follows: 

"Evury private corporation, CI.nd every individual 
or o.ssociotion of ind1viduals, owning, op~ro.ting, 
mo.n~ging7 or contrclli~ ~ny con~~orcinl rcilro~e7 
interurban ro.ilro~a, str~et railroad, cs~l, pipeline, 
plant, or equipment, or any port of such railroad, 
co.no.l, pipeline, plcnt or equipment within this St~tc, 
for th0 tro.n.oportctiorJ. or conv(;l~roncc of pa.$senger~ ..... 
either directly or indirectly, to or for tho public, 
end every co~~on carrier, is hereby declared to be a 
'Public utili tv sub jOct. to sucn control and. rogulo.ti(,n 
by tne ROliroo.d Co~ssion as may "00 provided by tho 
L<Jgisl::'!.turo ...... II (Underlining added) .. 

The sto.tutos cnacted by the; Legislature contain provi:::1ons 

having 0. oimi1r..r result. A public utility is defined to include a 

cOr.'.:non cc.rricr (Public Utilitios Codc, Sec. 2·16). Tho torm common 

cc.rrier includes IT evory rcilro~d corporation; street :,ai1ro~d 

corporo.tionll f;l.nd I1cv .. ~ry passenger stOoge corporation." (Soc. 211). 

Tho t0~S railroad corporc.tion (Soc. 230) streot ro.1lrond (Soc .. 231) 

nnd pc.::::sengc:· stage corporction (Soc .. 226) incl udo enti tics which 

own or cO!'ltr·,l such operations. 

In tho evidence in this case it w~s disclosed thnt the 

Rc.ilway Eo..u1p::lent & Realty Company .. Ltd .. ', executed ::In indonture to 
• 

the Bonk o't Am<;;rico N!ltiono.l Tru:::t & So.vingn Association on August 

l~ 1945, whereby the propertios or too comp~ny were pledged co 

security tor ::-,'bonc. i:lsue of ~1;4,500"ooo. In effect, the Rcilwny 

Zquipmc~t & R~clty Compc.~, Ltd., mortg~gcd ell of its propGrtics 

u::cd end useful in the public utility opern ticns 0t Key System 

Tro,nsit Lines. Such D.n c.ction cloc.rly indiC€"te::: a mansuro of control 
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,. :.' 

over the properties of the Key System Transit Linos, which places 

Railw~y Equipment & Reolty Company, Ltd., wit~in the Constitutional 
" 

docle~t1on QO set out in Article XII, Section 23~ ~ portion of 
, . 

wh.ich is horoinabovo quoted. tike\viso the statutes cloe.l'~ contem-
" I' • 

plate that ~uch 0. tr~saetion should be subjoct to the jurisdiction 

otthis Commission. (Soc. 841). 

Ol1DER 
~ ....... --

: . 
An order or investigation a!J o.bove 'entitlod having boen 

1nstituted~ public heo.rings hAving boon hold thoreon~ the matter 

having been 3ubmittod, and tho Commission being tully advised in 

the premises, 
. 

IT IS HEREBY ORDERED: 

of Key 

hereby is, decl~red to b~ az follows: 

,Rights of W$"'J 
Othor tOond I 

Roadwo.y a~ Equipment 
Overhead Accounts 

Total 

supplies, 

(2) Key System Transit t1nos and Railwny Equipment & Realty 
, ' 

CO::lpD.ny, Ltd.', shall a.dopt th0 stro,ight-line rcmo.1ning lit" mothod 01' 

accounting for dopreciation. Said compcn1o$ sholl base the o.nnual 

cccrun13 to tho depreciation resorves by spr0sding, tho original coct 

or the doprocio.blo plMt" o.s' rofloctod by th~ books" loss· the 

~st~tcd net ~~lvage and loss th~ related roservos, 0.9 rocorded, 

oVer the ost1m~tcd romaining lifo of tho proport1os. Saidcomp~n1os 

shall roV1~1 tho o.ccrucls annually and shall submit the rosults of 

the::le roviews to the Corn.."nissi on on or boforo December 31zt of ooch 

year b~g1nn1ng Decombor 31,'19$3. 

~ (3) ~ithin 60 daya orter~t~~roct1Vo do.to of this ordor, 
) IL e--"f~.~.)to ,. 6L/Key Syster.l Tr~nsit t~n0s~~ha.ll file with the Com."n1ssion 0. statoment 
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showing tho c~ounts of the d~prociation'cccruclz recordod dUrir~ 

1952 end the lives usod ~~d osti~.tod sclv~ge considerod in computing 

the ~ccrucls end the s~o 1nformation os recordod and proposod during 

1953. 

IT IS HEREBY FURTHER ORDERED thnt the Ra11wny Equipm~nt & 

ReDl ty C ompo.ny:1 Ltc .• ;t be, and it hereby is, doclored to 'bo 0 public 

utility subjeet to such control erid rogulation by tho Pu'blic Ut11itice 

CO:m':liszion as he.s boon or my b~ provided by the Sto.to Constitution 

o.nd tho' State ,Log1s1~turd. 

IT IS HEREBY FURTHER ORDERED thut Rnilwcy Equipmont &,Roalty 

C'.)mpeny, Ltd., hereafter sl:w.ll comply ...... 1 th 0.11 applico.blo provisions 

of rcgulotory lnw in connection with its op~rat1on3 as a public 

utili ty'., 

Th10 '~'rdor shall 'bcco:no e.ffoctivc twonty days uttor tho date 

hcrccf. ~ ~ 'l~ 

-}I
n''.tOd nt :147,<--, C:'l1rornio., this _ 

day of -< fC4~ , 195.3. 

'::::..::c::2). '::h- " ~ A> -.. '-

PRESIDENT -; 

. , 


