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5·~242 Decision No. ______ _ 

BEFORE tHE PUBLIC UXILITIES' COMMISSION OF TEE STATE OF CALIFORNIA 

In the Matter of' the Application of' ) 
KEY SYSTEM tRANSIT LINES, a corpora- ) 
tion, tor autho~1ty to inaugurate motor ) 
co~ch se~vice 10 lieu ot 1t~ present ) 
tl"aIlsbay rail J.1ljes 'between po1nts 1n ) 
theC1t1es of OaklAnd, Berkeley, ) 
Emoryville ~dP1edmont. and th<1 City ) 
and County or San Franciseo, State of ) 
Ca11:f'or:l1a. ) 

In the Y~tter of the Ap~11eat1oD of' 
lX'I S~SXEM .XRANSIT··'LINES, So ,corpora.
t!on, tor Inter1m Rolief' alle"for ~ 
O~c.~r Pu.:-s'Uant to Seetion" 4$2+ ot the 
~~o11e Utilities Code Authorizing tho 
Eztablisbm0~ts 10 Rates aDd Fares tor 
Transportation of Pacsengers between 
Points"in the Counties ot:' :A~<un~da. Md 
ContrtJ. Costa, and the City' and County 
of'::SOll Fr~e1seo, in the State or 
Ca11tor:lia.. " , 

) 
) 
) 
) 
) 

l 
) 
) 
) 

Application No. 366;6 
As Al:lended 

Application No. 36980 
As Amend.ed 

(Appearances are set for~n In AppendiX A.) 
" 

NAturA 9f: Pro~~ 

Key System Trans1t LiDes, by Application No_ 366,6, £11ee 

January 2~, 1955, seeks autho=1ty to discontinue its transbay rail 

serviee on Lines "A", "B" ~ ncr" nEtt Oo:)e, tIF" and to substitute motor 

coach ~erv1ee therefor across the San F=ancisco-OaklaDd,Bny Br1de~

By Appl1~ti0~ No. 36980, as amended, the eomp~y re~uestc nuthor1zs

t1o~ to 1n~ease transbay rail tares (if rail se~viee is rota;ned), 

transbaymotor coach fa:es and fares for certain local serVice. 
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On August 16, 1955~ the Commission; after hear1Dg, gl"allted 
, ... \.-". , " ,. ;"~'; ,'. ..'.. ... ,,~ -.",. .. , , 

~pplie~trs request for interim fare relief; applYing to local token 

and transbay 20-r1de co~ute fares, occas10;ed by a %le~ ~~~e~eDt 
" , , . 

, " 

with its employees ~or increased wages and benefits, amounting to 
" ," .. " 

approx1:nately $133,000 in the per10~ :£'rom June 21 through December 31, 
. .... .'" ~. . " 

1955. (Decision No. 51834, Application No: 36980, as amended~) 
",". ' '\', .. ' " .' 

Further hearings, postponed for some t~e to await publlC 
.. ,', • • • <,,' "" •• , ',' 

disclosure of mass rapid tra:osi t plans 1n the san Fra.:ocisco Bay area, 
, .. '-' ... , ....... ''). ','A ". ',' 

were held on a consolidated record in O~~d or SaD FranciSCO on 
'. , 

April 23 and 25, May 16, 17 and 18, and on June 1,., 6, 7, 8,. 11 and 

13, 1956, before COmm1~s~~~er Y~tthew J~ D~~i~~ ~d i~m~n~r John M. 
• , ... 1' •• " C" . '",,-. 1"'11 

Gregory. The applications were subm1tted tor decision on July 19, 
...... 1 ." ' • ..... -. 

I ." • I, • 

19;6, following oral argument 'before the Commission in bnnk. 

, ,-
, .\. . . .,' '. .' .. ", ~ ,.... .... , .';. ,. "' .• " ·,r . ," ' 

Applicant proposes to discontiDue all transbay rail passen-
.'. ' ... ".,: • of.. I ': '-.. ':'" .' - .... , ,; .r: ~ , <..:. A-

ger service between the ~ridge terminal at First and Mission S~reets, 
• ""'. • .', ,.... ,0 0 ... 'r .+ • '.~ .: 

10 Sa.n FrallC1SCO~ and points on East Bay lines terminat1Dg a.t 12th 

and Oak s~ree~s~ O~~d (~A" Line); U~d~~~~iis Stat1~n, Oakland 
.' " • 0 l . ' • , , ... ·_r,:·, '. , 

("Bn Line); Oakland Avenue, Piedmont ("e ff Line); Domi::lgo Avenue, 

Berkeley ("En L~e); and' The A~e<i~~ Be~keiey (~~ L~tl~): 
• ..' r-

In lieu ot rail ser~1ce~ app11ea.nt propose~, in a.ccordance 
I ' ... .. ' . • . I '~. I' r....· r~'" • II • 0 

with ro~te aDd schedule data 1D ev1deDce~ to operate ,rescntly-oWDed 
•• 0 •• , • " • '" ~' \ • 

motor coaches, via the bridge, between the San Fr~cisc~'~~inal 
.~ , . . , ,'" . . • .' • I' .. ~', .. • ," . \ , 

and polIlts 10 the East Bay cities, generally in close ,rox1m1t1 to 

it's' p~e~eDt rail r~utes, with additionai expre~~ s~r;;'~~ ~D the TtB71 
~ ~ ... I • • - • ' ," ~": , , 

and nF" 11nes, in the d1::-.~etion of C~t:mlute t::-avel, dur1ng mOrIl~g 
. ,'" . ., 

,.r' • • 
r' , ........ 

and even1ng peak periods. A separate motor coach route would be 
• I 

, ... : .' . .. 
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provided for se~ice to Yerba Buena and !rcasure Islands, while 

the Oal-cland Artly Bas~ would be scrved by coaches operating on the 

rlAT! route ~ 

Applicant, 1.."'l requesting authority' to substitute 'buses 

for rcil service, ras proposed no changes to the San Francisco 

terminal or to the 'bridge, otl"..er than to suggest minor ltodit'ica

tions or the bridee terminal c~ncoursc and use of the present San 

Francisco l·iunicipal Railway ratlp, 'both s1 ttla ted on the north side ot 

the terminal building, 1n order tc facilitate vehicle loading. 

Extended use of curb loading space on First Street, between Na to:a 

and HO'!,'rard Streets, is also proposed. Vehi.::les, including those to 

be substituted for rail service, would generally :Coll~' present routes 

on tl".e city streets of San Francisco. Applicant's proposal would add 

at least 88 buses to traffic on the lower deck of the bridge dur~g 

the evening peak bour. 

If bus su~st1tution tor rail service i$ authorized, appli

cant "~r1ll no longer req,uire· trackage, readi·,ay and electrical eo..U!p

men t nO\,T used in rail passenger opera t:1.ons. All Key Systetl tr~cksge 

~nd other 'equ1p:nent ... rill bere.:noved &nd disposed of. 

The bus substitution plan w1ll result in the severance 

or pensioning of a n~ber of' e~ployees now engaged in rail operatiOns, 

es ti:r.a teo. by the company at 228 and b~r the la 'bor organiza tions at 

331. A s",lbs tan t:1a.l number ot employees, nO\of engaged in rail-rela ted 

activities, ~rould also be affected by being ,absorbed ~ other phases 

of the companyf s opera t1ons, according to labor representa. tives. The 

labor organizations involved are Division 192, Amalgamated Association 

of Street, Electric Eail ... my and ~1otor Coach Employees of America, and 
.. 

Local l2~', International Brotherhood of Electrical Workers~ 
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App11cant f s Position 

Applicant asser.t~ tr.a t continuation of the more eostly 

rail passenger service is ~larranted in the face of decl~ing 

transbay rail and motor coach traffic; tr.a t maintenance of 10W'est 

possible fares \-lil1 'be assured through tr..e more economical motor

ized operation? that t~~ds for rehabilitation of rail structures 

and repavinz of streets in the East Bay, est1mated by applicant to 

cost $3,000,000, are not ava:Ua'ble and an expenditure of toot amount 

,,!ould require increased fares; tha t motoriza t::on ",otlld resw. t in 

faster and more frequent service, especially for commuters, and would 

permit more satisfactory use of the bridge terminal; and tbat it 

",ould al10"J! completion of "street 1mprovement plans in the East Bay 

c1t1es~ 

'Vlith respect to requested fare increases, applicant, 'by a 

second" amendment to its Application No. 36980, filed March 8, 19;6, 

seeks an order making permanent the 1nterim fare increases authorized 

by D~c1s1on No~ 51831;., and permitting establisbment of n~' fa.res and 

increa.ses in existing tares as tollO"vfs: 

Loea.l Fares 

Single Zon~ 
Present Fares, I~cluding 

Increase as per Dee. No. 51834 Proposed Fares 

cash 
Token 
Sehool 

Two Zone 

Cash 
Token and 10¢ 
School 

Three Zone 

Cash 
School 

20¢ 20¢ 
19¢ (,/9;¢) 

7¢ 10¢ 

30¢ 
29¢ 
7¢ 

35'¢ 
7¢ 

-2;.-

30¢ -10¢ 



Transbay Fares (As of Mareh 8, 1956) 
.. ,.', . I •• ': • '. ' (a) 

(Including Bridge Toll and Federal Transportation Tax ) 

Present Fares 
.~(Inelud1ng Proposed'Far~s 

Increases as per Via Transbay V:fs..1'raIlsba.y 
Dee. No .. ,.1834) _Trs,:f,:'ls(b) Moto~ Coach 

Between San F~aneise~ 
~ 

lst-Z~~ (Central Zone) 
Adult Cash 
20-R:ide Commute 
10-Ride.Comt!l'l.!te 
Child Cash 

,. ."",; 

2nd Z2!l~ 
AdultCa.sh 
20-R1de Commute 
lO-Ride Commute 
Child Cash 

., ... ' .. 

3rd_~~ 
Adult. Ca.sh 
20-Ride Com:nute 
10-Rid~,C,a,:mzmte 
Child Cash 

.... ', " 
Trce.sure ,.Island 

(Yerb9.' 'St.".ens)--· 
. . .. 

T .I. SJ:ld 1st ZOXle -
Ci rtl1an . .'. , , 

1.(01 .. and 1st, Zone -
, M1litarY ?ersoXlnel 
T.'~ I ... a.:ld Sat! Fra.:cc1sco -
. C1v111a:a. " i •. 

T ~I. ,alld,.Sa.r.: Fralleise¢ -
M111tar.y Perso~Del 

; 

S .50 
8.60 

.20 

.. 60 
10.10 -

.70 
11.,60 

.25 

" 
.25 
.,20 

.20 

~l, 

",-.".. .' 

$ .60 
10 .. 00 
'eSO 

.. 30 

-

--

,,35 

.30 

030 

.25 

(a) As a .result of reee~t changes 1D the 
Federal XraDsportatiOD Tax, applicant 
was authorized by the Comm1ss1o~ to 
r.educe existing,f1rst and second zone 
cash fares to ~6¢. and 55¢, res~eetively, 
effective September 1, 1956~ Third zooe 
and eommute fares are not affected. The 
present tax applies to cash fares over 60¢; 

• .. ~, .'.f "'. 

(0) If rail service continues. 

(e) Motor coach s~rV1ce .. Dot now beiDg 
operated to Yerba BueD& • 

.. 
;; 5 -

, .6, 
10.,0 

6.00 
~30 

.7, 
12.00 
7,.00 
.30 

~). ~3 e) 

.. 2& 
e) 

4025, 
(e) 

.20 



Applicant estimated results or operations tor 1t3 entire 

system for the test year ~nd1ng May 31, 19$7, as follows (from Exhibit 

5): Present Presen.t Proposed Pro~~od 
Fare:s. . Farc3 F.ares Fare~ 

(Present (Proposed (?re3~nt . (Proposed 
°Eerat1ons~ ():)ornt 1on~ ) ~ °Eera.t1ons~ O;eerat1ons l 

Operating Revenues $11,38$,100 $11,~3$,200 $12,082,400 $11~823~800 
Operating Expenses ll,732,000 10, 89,300 11,78$,200 10,927,000 
Operating Income 

( ~5,o:~oo) 896,800 Betore Income Taxes l.jl;.$·,900 297,200 
Federal and State 

230,968 474,094 Income Taxes 1$0,789 
Net Operating 

(~!~OO) 146,411 422,706 Income - SY3tem 2:14,932 
Rate Base 5, , 00 1.;.,0,3$.,300 $,l44,200 4,O,35'lOO 
% Rate ot Return 5.33~ 2.85% :Lo.'8~ 
Operat ing RatiO 
Atter Inco~ Taxes 

Excluding amortization of 
track removal and re
paving eosts.tor track 
used by Oakland Termtnal 
Railway $ 

Operating Income 
Before Income Taxcz 

Federal and Stcte 
Income Taxes 
Net Operat1ng 

103.05% 

$ 

( 346 .. 90Q) 

98.10% 98.7t:ffo ·96.~ 

78~500 $ :$ 78 .. 500 

524-,400 297,,200 97$ .. 300 

273 .. 295 1$0,789 516~421 

Income - System 
Rate Base 
% Rate of Return 
Opers.ti~ Ratio 

(l4k,900 ) 
5.. ,200 

2$1,,10$ 
4 .. 035{,300 

.22% 
146,41l 458 .. 879 

5 .. l44,2OO 4~O35,300 
2.85% 11.37% 

Atter ·Incomo Taxes 103.0$% 97.78% 

(Hed lo11gure) 

Position of Cities and Other Interested Parties 1n 
Previous and Present Bus Substitution Proceedings 

98.79% 96.12% 

On November 10, 19531 the Co~ission denied an application 

by Key System to convert its "A" and "S" rail lines to motor coaeaes 

(53 Cal. F.U.C. 8). The CommiSSion, after considering the proposals 

there 3dv~~ced by the company and the position ot the tntere3ted 

m~nic1pa11ties and others with re~ect thereto, concluded: 

"The record, however, makes it abunda~ly e~ear thAt the 
company haz not presented .. at this time, a sufficiently 
comprehensive plan for conversion of rail operations to 
motor coach service on its "A" and uB" lines. Nota'bly 
absent from the co~panyts showing is ~~y prOvision for 
adequate use of the existing San Francisco Terminal for 
bus operations, either for the "AU and "S" l!nes alone 
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or tor all bus operations in tho event of abandonment 
of the .oth~r three rail lines. Moroovcr, the objec
tions raised by tho City of San Francisco and othors, 
concerning poak period congestion in the San Franc1sco 
Terminal areo., find strong support in tho ~v1donco." " 
(53 Cal. P.U.c. 8, 12-13.) 

Tho proscnt rocorc, wero it limited solely to tho cons1cor~

tion of Key's propos~l to convert ~ll rail servicG to motor coaches, 
f 

would only lend emphasis to tho underlying roasons for donial of tho 

comp~nyrs rcquost in 1953. 

Tho COmmission, in tho 1953 decision, also pointod out t~t 

the record there showed that bus op~rctions would bo cheapor, more 

frequont and gonerally l"o.st<:r ti'..::.n ro.il service on tho "Aft and "B" 

lines. No faro increcses wero involvod in tr~t procoeding. 

Objections to Key's present service proposals are of the 

Same general character as those voiced in the 1953 case. In essence, 

they relnte to the lack of ~ plan by the com~~ny to relieve congestion 
i=. the Sen Fr~nz1sco Term1~cl nrec cnd on the c1tyTs st~eets dur-

1ng po~k movements. The City or Berkeley ~ne certnL~ commuter 
organizations ~nd 1ndiV1d~ls urged retention of r~11 serVico. Tho 

Do~crtment of Public W~rks ~nd tho Toll Bridge Authority, and oth~rs, 

intorposed objoctions to any pl~n t~t might result in removal or thQ 

prescnt bridge or terminal trackage in advance or fi~l dotermination 

of mass r~pid transit pl~ns tr~t ,concciv~bly might utilizo those 

f~ci11ties or the areas they occupy. Thos~ ~goncios ~sscrtod that no 

funds under their control ~oro available for financing bridgo or 

torminal modifie~t1ons. Tho City and County or ~n Francisco obj~ctcd 

not only to further congestion in the tcrcinal area and on city 

streets, but also to diversion of cny bridgo revenuos, now committod 

by st~tutc to construction t:).nd mz.inten.lncc o,f the Southern CrOSSing, 

for tho purpose of financing bridgo'or terminal mod1fic~tions 

necess1tcted by K~y's conv~rsion t~ ~ll bus opurations~ 

- 7 -
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The City o~ O~kland ~trenuously urged that the rails be 

removod from the stroots of that city in order that its street 

improvement "plans might go forward. 

Representatives of the two labo~ o~gon1zations involved urged 

th~t tho Commiss~on should provide ~dequate protection ror employees 

who might be adversely arfectod by any order permitting abandonment 

of rail service. Key Systemfs present contract with the Carmen's 

Union is 1n effect until May 31, 1957, and that with the Electrical 

Workers until June 30, 19$7. 

Key System contends that the agreements, in t heir present 

rorm, make adequate provision for employees who might be adversely 

affected by discontinuance or rail ser.vice. The lacor representative~ 

take an opposite view. We leave ror determination in our rinal 

decision the issues involved in this co~troversial subject. 

No substantial objections were presented by any of the 

interested participants to whatever increases in tares the Comcission . 
might find to be justified; however, considerable protest waS v01ced 

by the C1ty"of Berkeley and others to the estab11shment of a rare 

difrerential in ravor of motor coach service 1n the event of reten

tion or rail operations. 

Position of the Comrniss1on t s Staff 
... 

" The Comm1ss10n's staff, 10 the ~ost comprehens1ve study of 
, ~ 

Key Systemts operations 1t had conducted since World War "II, under-
" -

--

too,k to analyze engineering, econ~m1C and service features ot Keyfs 

proposal. The starfts st~dy (Exhibits 11 and 12), in addition to 

a~alyzing the companyts present and propo~ed service, described as 

~~Plan Itf and "Plan lIlt in the exhi,?i ts, presents four alternate plans 

of. operation (denominated Plans III to VI in the exhibits) which are 

analyz"ed and compar"ed with Keyts eXist~g ra1l-bus and proposed all-
"," 

bus operations. 

Cer'~21n basic racts, developed in the study and also 1n 

other portions of the record, underlie the staff's conclus1o~s. These 

are: (1) the tracks on which Key operates trains in the East Bay 

- 8 -
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arca c.ro appro~ch1ng 0. point whore they may be unsc.1'o tor opi;Jrc..ti')ll 

unless they arc r~habilitatod, at an ost1~tod cost of $4,;ll,500, or 

unless the prosent levol of c.nnuc.l l:lain.ton.::.:lce expond1turo is in

creased by $88,000, which, with some ro~bil1t~t1on in ~bout two yoa~s 

t1~c, would be nocosscry to keop the tracks in sc.fo opcro.ting condition 

in thoir presont rough stnndc.rd; (2) the ".c1nitlUIll pla.n.'t o.dvc.ncod by 

the consulting engineers for the Bey Area ~pid Transit CommiSSion 

onv1s1·,os the usc of the space, but not necessarily tho trocks, 

presentlY used by Key's trains on the Bay Bridgo an4 Bridgo Tor~~l, 

by trc.1ns I,f the proposod rapid tro.nsi t systOt:lS; (3) in spite or tho 

cf.)ntinuing decline in Key SJ'stcm ~c.trona.gc, Koyf s busos and trains 

still cllrry c.b·,ut 48 percont of tho pcrs'?ns trevolling on tho Bc.y 

Bridgo in tho pecJ~ dirocti·:m during tho tl.."tXi:lUtl evoning poak hour, 

whilo private aut·)S carry 52 porce:nt.. A.lso, tho study shows, Key's 

trc.nsbo.y buses carry 49 percCtnt ilnd its trains 51 percent of its 

pc. tr·:.>ns in the evening peak h'Jur, with the tfF" rn.i1 lin.€! c.cco~ting 

for I)nc fi1'th 01' the tr)to.l ro.il and bus passengers carried during that 

period .. During the entire day, on weekdays, Key's passengers arc 

dividod 41 percent on ous~s and 59 percent o~ trains, distributed 

among tho rail lines in substantially tho same proportions as 

dovolopod tor the ovoning pCtlk hour; howEivor, tho If A." line percontage 

increases r.ro~ 5 pcrce~t to 13 percent for tho al1-d~y ec.lculat1on ana 

thus shares with tho "ptr rail 11no tho la.rgest p~rcentage of patronago 

among ·the rive rail serVicos on a round-the-clock woekday bnsis. 

S1r.ce tho various alternate plans discussed in tho staffts 

study wcro advc.ncod for the purpose of offering to tho COmmiSSion, tho 

interested parties and the public possible solutions to the problo: 

!".'lised by Key' s t'all-bus end nothing olso" proposo.l, it is appropriato, 

in our opinion, that they be briefly discussed here, nnd that th0ir 

feasibility be weighed in the light of what tho rocord shows ~y bo 

anticipatod from continuation of prosont sorvice or odoptio~ of tho 

- 9 -
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plan advanced by Key System, tho economic rosults or which, n= shown 

by Key's exhibits, have been sucmarized earlier. 

The tour ~lternate plans advanced by the Comm1ssion t s staff 

comprise two main catogories. Plans III and IV contemplate complete 

conversion to bus operation, certain modif.ications to bridge on4 

terminal ~truetures and removal of passenger rail facilities 10 the 

Enst Bay. Plans V and VI provide tor partial or full rail shuttle 

for present transbay rail service across the bridge, with buses oper

at1ng L~ the'East Bay to and from a shuttle terminal to be located 

near 40th Street and San Pablo Avenue. 

Plan III, in essence, provides tor substitution or motor 

coaches for the five transbay rail lines, wIth use 0: the existing 

Bridge ~erminal rail area for loading and unloading all bus'passen

gers by construction, and use by Key System buses, of a ramp leading 

to and rrom the paved Terminal upper deck. Buses would not use the 

city streets 1n leaving San Francisco at any time, including the 

evening peak hour, and would operate in the truck lanes on the lower 
deck ot the bridge. This plan conte~p13tes an investment 1n !1Xed 
facilities estimated by the stafr ct ~bout $9;0,000 for terc1nnl 
modific~t1ons and construction of a ramp fro~ Hnrrison Street. 

Plan IV provides for bus substitution for exist1ng rail, 

passeng~r lines and devotion or the present transbay bridge trackage 

area and the San Francisco Terminal to the exclusive use or p~ssen
ger buses using the bridge. This plan ~lso contempl~tQs paving the· 

present rail area on the bridge, on the railway viaduct leading to 

the San Francisco Terminal and within the terminal track area, a.~d 

using these arens exclus1vely for bu~ oporation. It 41so 1ncludos 

paVing a portion of Key System's private right of way from the east 

end of the bridge to an overcrossing to be constructed just east or 

tbe toll plaza. 

Adoption of Plan IV ~NaS urged b.Y the Cocm1ssion's staft 

engineers as the most feasible solution to the problem or providing. 

-10-



A. 36656, 36980 AH • • 

adequate transit facilities tor Key Sy~tem's patrons and aeco=plish

ing the track removal program desired by the City of Oakland, while 

at the same time making fullest use of bridge and te~inal fac1l-

i ti~s, despite conto:otions by the company, by the State Depa:tment 

of P"..tblic vlorks and ethers that serious logal and financial obstecles 

stood in the W3y of carrying out such a plan. The cost of eon

vor~ion of facilities under Plan IV, as indieated b.Y the staff's 

eo=putations, would be in the neighborhood of $*,850,000. 

Pl.an V, one of: the t'tro rail shuttle p~ns eonsidered 'by 

the statf:, contemplates shuttle rail service between the San 

Franciseo Term1n~1 and a te~inal to be constructed in the vicinity 

of ~Oth Street and San Pablo ~venue, in the City of Emeryville, at 

an estimated cost or $150,000 for the East Bay transfer ter.oinal 

and nn additional estiI:Wted cost of $2,107,875 tor ultimat'e rehabil

itation of rails used by the liE" and "Fu lines, which would con

tinue to oper~te as at present. Radial bus service would ~ 

provided between the Bast Bay shuttle teroinal and the East Bay 

territory now serv,ed 'by the nAft, "Eft and "crt rail lines. 

Plan VI contemplates a full rail shuttle service between 

the SD.n Francisco Term1nal and a transfer ter=1nal in the vicinity 

of 40th Street and San Pablo Avenue, Emeryville, with radial bus 

service between the shuttle terminal ~nd the East Bay territory 

now served by the "A", "B", "en, "'E" and "F" rail lines. 'Xhe 

investment required for this plan would comprise approx1:lately 

$150,000 for construction of a shuttle terminal. In addition, the 

expense for remova~ of rails and repaving of streets bejond that 

terminal would be entailed. Such expense oust, of course, be 

included in the calculations for any plan that contemplates sub
stitution of bus for rail service. 

- 11 -



Objectionable Featyxes of Plans V and VI 

The rail shuttle services considered in Plans V and VI, 

when examined closely and compared with the bus substitution programs, 

Plans III and IV, do not appear to offer a feasible solution to the 

many-sided problem presented 'by this proceeding. Altbough Key's 

East Bay tracks would be removed on the "An, "Bff and "Cn rail lines 

under Plan V and on All East Bay rail lines under Plan VI, thus 

affording the City of Oakland its long-sought opportunity to complete 

its street improvement plans, the institution of partial or full 

transbay rail shuttle service would leave other serious problems 

unsolved. 

As1de from the relatively h1gh cost of maintaining rail 

shuttle service across the bridge, as shown by the sta!f's exhibit, 

that type operation, the record shows,.would be inconven~ent for 

passengers because of the necessity of transferring, with attendant 

delays, to and from buses at the East Bay ter:n1nal on the "A", "E" 

and "Cft lines u.nder Plan V and on all transbay shuttle lines uneal' 

Plan VI.. Serlice would be up to approximately 6 minutes siower on 

the rail routes, except on the ~B~ ex~~ess which would be from 3 to 

7 m1nutes faster, oceord1ng to the $tat!'s estimates. San Francisco 

and Oakland, the second ana th1rd largest'c1t1es in C~11rornia, only 

10 miles apart would have no through transit service be~~een their 

downtown areas on the shuttle operotion. It is probable that the 

inconvenience of an additional transfer would cause a further shift 

or Key's patrons to private automobiles. 

With respect to traffic on San Francisco c1ty streets 

and on the Bay Bridge, inauguration o! shuttle service would result 

in no change trom present unsatisfactory condit10ns. Nor would such 
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. 
a service result in more effective use of the San Francisco Bridge 

".' 

Terminal itse~f, since trains would still use the upper deck and 
~ " .' ' . .' ' " 

street loading and w:uo~d~g of passenge:r:s on existing trans'bay bu.=: 

lines would continue as at present. 
,. , . ~ . 

The record in~ludes a S~~dY by the Division of Highways 

< .tReport to California Toll Br1ege Authority on the Bridge Railway 
- ~ '~ I ~. , ... ' 

Situation on the San Franc1sco-O~::ld Bay BridgeTt, dated October 1, 
. . . . ~ 

1954 - Exh1bit 22). With respect to possible rail shuttle service 

over the bridge by the Toll Bridge A~thority or a contracting oper-
, " 

ator, in tne event Key Systam~s tra~s'bay rail service coases, the 

report concludes as follows (Sec. II. Pl'. 21, 22): 

II!,: seetlS evident that s~uttle t::a1n ope::at10n which 
only co~ects with present rail lines and possibly so~e 
bus routes, should not be u~dertaken except poss1017 as 
an emer~ency procedtJre. It must be a tempor:ilry expedient 
pending ":he adoption or a general 3ay .P.::tr)3. mass transit 
system. There is almost a certainty that such a service 
cannot be operated profitaoly and the lozs in ope:ation 
and an 1nit1al investment of over a million dollars must 
be provjrled for from public tunds. 

"F,om the best available information, it appears 
that s1:cb. a minimtml-cost ~inter1mf 'rail shuttle service 
would :ccocplish none of the objectives set forth at the 
beg~.ng of this section. Instead'of decre~s1ng veh!cu
lar co~gest1on"on thebr1dge, tho increased diversion to 
pr1va~e vehicles caused by the shuttle would tend to 
inorease it. Irstead or pr.eserv1ng transit patronage, a 
zhutt:e serv1c~ would ~pa1r patronage and h~sten the 
presrot dv~ward trend Since the service provided would 
be j.'1fe::-ior' to that which. now exists or to an all-bus 
ope.. ... a t1on. " " ' 

Under Plans III and IV, the details of which will be dis-
, 

cusse{ later, the objectionable reat~es of shuttle se:v1ce would 

not ~e present. 
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Bus Substitution as Related to Proposed 
Mass Rapid Tra~1t Plans 

Retention of existing rail-bus operations pose~ serious 

problems tor the company~ its patrons and also tor the Cities or 
San Francieco and Oakland. The oxponse of ms1nta1n1ng rail service 

will necessitate tare increasos. Tho cost 0: properly rohab1l1tat1ng 

tb.e tracks in the East Bay A:res. would '00 well-nigh prohibitive. The 

City of Oakland would continue to suffer from its inability to 

complete its 3treet-1mprov~ment program, and San Fr3l'lc13co would 

continue to sutfer from the congestion in the terminal area and on 

its streets occasioned by the presence of Key System buses at the 

rush hours. These difficulties militate against retention o~ the 

present service despite the attractiveness, in theory, of ~~ta1ning 

the status quo ponding the crystalizat10n of plans for ~ss rapid 

transit in the Bay Area. 

We are 1rU'ormally aware that, on November 20, 1956" tho 

Senate Interim Committee on Ra~d 'Xransit in the Bay Area indicated 

its intention to request that th.1s Comm1s·sion "take no action lead

ing to the removal of rail transit, tracks or facilities from the 

S~ Francisco-Oakland Bay Bridge until the 19$7 regular session or 
the Cali!'ornia. Legislature has an opportunity to review 9.l".d consider 

the proposed legislation creating a Rapid Trans1t District, or any 

other proposals that may be submitted." We are !'ar~11ar w1~h, and 

this record discloses, the steps already taken looking tov/ard the 

formulation and implementation of plans for rapid tranSit; and wo 

shall not, in our orders herein, take any action wb.1en will 

prejudice the ultimate development of a rapid tra~it syz~~m. It 

would, however, in view of the financial and other probleus 

involved, be totally unrealistic tor us to req,u1re that the present 

service be maintained unchanged until rapid tr~~1t can tak~ its 

pla.co. 

-14-
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The plan we have eonelueed, on this record, 'to be justitied. 

by public convenience and necessity, anCi which is d,1scussed in some 

eetail : below, while at;thor1zing sUb.sti t'ut10n of buses for rail 

t~:c.s1t on Key Syst~mfs tr~ns'b3y opcr~tions, does not 

noc0~sit::lto romova·l· of tracks or rtl:1i!~e1l1tios on tho 
.. 

Ba.y Bridge. It coos contemple.to, ho" ..... ever, the pav!ng of tho 
0.' >I". 

r~ilway viaduct and terminal and convers1on or the upper deck of 

the terminal for b~ operations. Such acti.on 'by th1s Commssion 

will not result 1n irre.voca'ble modifications '~o the bridge or 

terminal structures and should in no way operate to deter the 
, ' . 

legislature tram adoptin'g'whatever transit proposals it may deem 

'Co ppropr1a. to. 

Compa1"i· son of s""mce and ~conomic FeatBres of: Plans III and r<J' 
"The record strongly indicates, 'both as regards the 

interest of the public in adequate service end the !1nnncial needs 

of Key System for prOVision of such service, that Plan IV, described 
'." 

generally above, would afford the most feaSible solution to the 
, '. ,("".f I 

problem •. That plan, however', which is estimated to require an 
. ",. . .. .', .. ' \ ....~. t' .' ; l, \ • '" ',. ," ."'" • 

additional investment 'o!approxis tely $4,8;0,000, and wMch ~o't.lld 

require possibly two years 1:or complet!on; does' "not' now appear to 

be susceptible of acbieve:nent 1%2 "new:' or" the pract1~ai obstacles 
.... , ... r' ( . '. , . ", , •. "..\ .~. '~c·~,· .: 

that the record"indicates 'cannot presently be overcome. Those 

obstacles 1nclude'-laCk' or7 ~dS; ~'unie~s the legislature, in its 

wisd.om should provide"'them; 'and the" assertion, by Key System, 01: 

its l~Lck 01: any proprietary interest in the bridge and terminal, 

and or the laCk of any present contractual obligation with go~ern

mental authorities tor cOLtinuance of transbay service by that 

company. 
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Therefore, while from ~ sorvico st~ndpo1nt ~s well ~s 

trom consid~r~t1ons of savings in ~xpenses over prose~lt oper~t1ons, 

Plan IV would be tha most feesible one to prov1d~ an effective 

public tr~nspor~~t1on system across the Bay pending co:plet1on of 

a mass rop1d transit system, we must, tor the re~sons statod,discerd 

it as a prese~t solution to the immediate probleo. 

Plan III, on the other hand, while not as nenrly ideal 

as Plan IV, does offer many of the same advantages without present

ing the same presently insuperable problems. Like Plan IV, it would

provide more frequent serv1ce than is now feasible with the trains. 

It would provide such service economically, without any immediate 

nec~ss1ty for fare incroases. All passenger loading and unloading 

in 3~ Francisco, including that on proscnt tronsbay bus routes 

now loading on the streets, would be otf-stroet and undor cover. 

Key System busosw~uld bo taken otf tho S~n Francisco streots, 

except that, inb,ound, they would bo on Harrison Stroot, wost of 

Essex' Stroet, for ona-half block approaching tho proposed new ra~p. 

ThG tracy~go used for p~sscngor sorvico in tho E~st B~y Aree would 

be removed, thuS oltminating tho expense for ro~.b111tat1on and t~o 

annu~l cxponSG tor maintcn~nco, and por.oitting tho City ot Oakl~nd 

to go forword with its stroet improvement plans. 

Pl~n III admittedly has shortcomings as ,compared With 

Plan IV, whieh would take all tho Key System buses off the truck 

loncs on the bridgo and off tho San Francisco stroets, ond rGsult 

16,-
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1n faster service. And Plan III presents the. serious discdvant~ge, 

tempor~rily, of taking the truck lenes on the bridge out of use. 

This, of course, is something beyond the p,-,wer of the Commission 

to correct. It could be corrected by tho Legislature, whi~h could 

provide the funds ~nd authority for paving thvse l~n~s. It is 

urgQd thct, if this bo done, such 12nes "00 rosGr7od, for the t1mo . 

boing, for bus tr~ffic. This would offectuntQ Plan IV. This would 

prosorvo those lanos for ult1~tv use by tho mess repid tr~nsit 

system; 1t buing clear that, if they woro thro'Nn opon to gonoral 

trnff1c, it might be difficult to rvcapture tho~ for exclusivo 

mnss transit usc ct a lat0r time. It may ~lso bo noted, in p~ss1ng, 

that there is much to be said for somo expondituros to be roP.do for 

tho exclusivo benefit of tho users of m~ss transit. Tho froowcy 

system is dosignod to m~kG it eo.sier for pr1"J'::'te automobilos to 

get into tho urban centors. Tho 1ncrons1ng congost1on of the stro~ts 

in thoso centors is t potent argumont for logislative ~ct1on to 

0ncour~gG thG u~e 01' mess trcnsit in liou of tho privcto vehicle. 

Nothing in Pl~n III is in conflict with the ult~~t~ . 
nchieveo8nt of Plan IV. Should tho pl~ns for mDSS rnpid trnnsit 

fail to ~teri~lize within a roasonable timo, the construction 

required to put Plan III into 0ffQct c~n be usod 1n establish~~g .. 
Plnn IV. ?l~n III, in othGr wordS, while it offers tho ~ost focsibl~ 

solution to prosont pro~lGm$, can be v1owod eithor as c final solu

tion or 35 tho first stop tow~rd tho bettor solution offered by 

Pl~n IV. Wt.ich it is to be cen be docided lator, When the 

tuture of K~Y' Sys'tec can be predicted in the light of cnzs 

rapid transit developeents o It cay oe noted, 4~ pessing, 

.. 17 -
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that the p~v1ng of tho rail area of the oridge, under Plan 
IV, for the exclusive use or transit vehicles, do?S not 

procludo its ultioate dedication to ~ss rap1d t~ans1t. If 

tho TfI:l1n1mumU plo.n is o.doptod, now rail!: could bo laid; nnd 1 t 

is highly doubtful, in ~ny evont, thnt tho p~osont ~n11= would 

bo satisfactory. It the "opti.1'!lu::l,t plan set out in tho Bay Aroa 

Rnp1d Tr~n~it Coorniss1on's onginooring roport woro cdoptod, calling 

for a tube undor th~ bay, tho prosont bridge rail ~roa, pnv~d tor 

busos undor Plan IV, could bo turned ovor to all voh1cul~r tra!!ic~ 

The financial results or operation', systemwide, at :present 

fares, as estimated 'by tho starr under Pl~ns III and IV for tho yo~~ 

ending May 31, 19,7, are tabulated below. The expense figures shown 

1nclude alternate nllocations of cost to Key System for modification 

o~ rail tracknge and San Francisco Bridge Terminal facilities 0: the 
, . . 

California Toll Bridge Authority under bus conversion Plans III and 
\ , 

IV, on the basis that Key System would b~ obligated to pay e1ther . 

100 percent, ,0 ~ereent or none of that cost (froe Exhibit 12). 

Results at proposed fares are not shown, Since, for reasons men

tioned later, they would 1ndicate u...'lreasonab1y high earnings. 
T:lan III 

Itom 10Q% ?re:?t F~r€'~ 0% I :,QL 

Total Revenue 311,395,100 $11,~5,100 $11,a9;,100 Total Expenses 10,522,800 10, 7,100 10, 11,100 
Operating Income 872,300 928,000 ' 983,700 Incor:le Tax ,99,330 429,350 459,380 Net Income 72,970 498,6,0 5'24,320 
Rate Base 6,453,200 6,453,200 6,4;~,200 Rate of Return 7.33% 7.13% .12% Operating RatiO 

95.6% 95.6% ' 95.4% (Arter Income TDX) 
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Itom 

Tot,'ll Revenue 
Total Exponsos 
Oporc.ting Income 
Income T~ 
N0t Income 
RD.te Bc.sc 
Rate or Roturn 
Opcr~ting Mti0 

(After Incom~ Tc.x) 

.- . ~ ... ", ' '" 

P.lrm IV 

$11,514,500 
10,850,300 

661+,200 
'291 060 
373 ;14-0 

6,223',000 
6.00% 

96.8% 

Pre St:lnt Ff'ttO S 

$ll,514,500 ~11,514,500 
10,566,000 10,281,700 

948,,00 1,232,800 
444,360 597,650 
504,14-0 635,1,0 

6,22~,OOO 6,223,OO~ 
8.10% 10.21", 

95.6% 94.5% 

For co~~c~1son, ,the starr's COQ~ut~tion,or the osticnted 

rosl.l.lts tor the 12-tlontb. p,ericx! ending Y~y 31, 195'7, on the, oasis ot 

Plon I, which relates to ,existing o~;)cr~t1,jo.s, and, o! ?len II~ which is 

Key Syste:' s J?ropo~l, c,s shown under both. presen.t and l,roposed 

tares, follows (frOQ Exhibit 12): 
Pl(\n I 

Present Proposod 
Ito~ Ff'trcs F~res 

Pro sent Provos~~ 
F.;rcs F?res 

Total Revenue $11,431,.,050 $12,148',010 $11,~95,100 $11,907,~60 
T,:,to.l EXpenses ll,202,95'0 11,205,3;0 10, 32,000 10,1t-38, 00 
OlJ~ro.t1ng IncoLlc 231,100 942,660 ~,100 1,468,960 
Incomo Tax 97,200 4-80,900 270 721,000 
.Net Incomo . 133,900 l,.61,760 514:830 71,.7,960 
fultc Base 4,966,300 4,966,300 6,453,200 6,1t-53,200 
Rate of Return 2.70% 9.30% 7.98% 11.59% 
Ol'ora.t1ng Ro.ti0 

(h!tor Incoco T~) 98.8% 96.2% 95.5% 93.7% 

bn"lvs1s of Ccrtq1n Fe,"\tures of St.~ff ~nd COr:1pgny EXhibits 

The steff's cst1catos of operating c.nd ~int~oance exponsas, 

essucing continuation of present service (Pl~n I of EAh1b1ts 11 ~nd 

12), ere gen~r~llY at the level or wuges that ~11 actuel1y be in 

effect until Ma~ 31, 1957. The ~e is true with respect to the level 

of other unit costs. Added track cointe~nee expense, in the sum of 

$88,,000, bc.s, been incluo.ed for the future year to pr,ov1de tor mainte

nan'ce of tracks in their present rough sta.odard. ,Other expenses, 

however, vo.ry1ng in type and vo1u:le, enter 1~t.? .th.~,; stD.!!' s con

sider~t1on of the reQa1r~ng plans, including Pl~ II, which is based 

on Key System's proposal. They have been predicated on current 

eX?er1enee and condit10ns. 

The expense of the co~peny's public liability unci property 

damage insurance Wo.s esti~ted by the staft on the basis of the cost 
'. 
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to Key SystCQ of injuries and d.~nges, rather than on the oasis of the 

premiums paid. Key Syste~ took exception to the staff's method of 

trenting this item, which resulted in ~ figcre substantially lower 

than that shown by the company's exhib1t. 

Since July, 1952, Koy Systec has cc~r~ed,it~ puolic ~icbil

ity and property da~ge insurance With Transit Casuclty Insurance . 
Compcny, ~ no~!!ilieted company regul~ted by the Califor~~3 In~urance 

COmmiss10a~r, at ~ premium rute of 6: percent 0: p~ssenger revenue. 

The rate is subject to adjustment on the b~siS of Key's liability 

experience, but it has not been che.nged since its incepti0·n. "Ile see 

no reason to burden Key System's patrons with more than the actual 

cost of injuries and damages, plus reasonable ad~n1strat1ve overhead 

costs, arising fro~ clai~s in tbi~ category. The sta!f~s treatment 

or the item .."ill be adopted tlS :'casoc.a.ble for the purposes of 

this proceeding. 

'The differences between the staff's systemwide rate base 

ri~~es for Plans II and III'and the systemwide rate base developed 

by Key SysteIl: in its exh1b1 t are chiefly attributable to the fact, 

that the staff included ~2,532,OOO tor the purchase of 110 new 

~-passenger motor coaches, the sum to be amortized over a period or 

10 years, ~hereas Key System, not proposing to ~se new equipment tor 

its s~bstit~ted service, oade no provision for 1nvestment in addi

tional motor coaches.. Hence, any comparison 01" est1mated reslllts of 

operation under Key's :i'roposal and the statt's ?lan II (~/h1Cb., in 

essence, is the equivalent of Key's proposal with the addition o! 

calculations representing the investment in 110 new motor coaches), 

should be approached in the light 01" the substantial effect such an 

investcent must ne~ssarily exert on calculated net earnings after 

income taxes, rat~s of retl.U'"n and operating ratios. The :same would 

hold for comparison with Plans III and IV. 

- 20 -



'. e 
A. 36656, 36980 DA * * 

Another item of the expense estimates warrants further 

examination. Key System calculated the results ot operation with the 

~um of S78,500,!or ~ortization of the expense of track removal and 

repaving tor that portion of its tracy~ge now joint17 used with x.oe 
Oakl~nd T~rm1nal Railway,both excluded fro~ and included in its 

op~rating expenses. The staff did not include on7 sue for this it0m 

in its exb~bit, on the theory, exprGSSed by the engineer who tGst1ficd 

on tho subjoct, that, in ~ccordanco with a contr~ct botween the two 

carriors, such oxpenso would tell upon whichever one surV1v~d as 0 

result ot abandonment of rail operations by either. Also, no 

determination was made by the statf with respect to any liability t~t 

might be incurred by the comp~ny under its tranchise granted by the 

City of Oakland (Ordi~~nce No. 3221, C.M.S., adopted November 17, 

19~9 - Exhibit ~6 herein), in the event of abandoncent of rail service 

on th~ stre~ts of that city. 

Whatever legal obligations Key System may havo, if rail 

operations cease, under its contract with The Oak~nd Tcr~~l Railway 

or its franchise granted by the City of Oakland, are questions. that 

this Commission will not undertake to determine in this proceeding, 

since they involve issues foreign to ?ur regulatory jurisdiction. If, 

as the result of a final detvrmination of those qUvstions by the prop~r 

t::-ibunal, it should bocotle noccssD.ry to adjust or D.llocato any SU::lS 

tb..lt 'Oo.y bo involved in these categories, tho Co:mJ.1ssion, ·up.,n o.ppl1-

cation, will tD.ke appropriate action. 

Another expense item which we believe merits special atten

tion, since ·it underlies Key Systemrs chief reason for requesting 

authority to convert its transbay rail service to motor coaches, is 
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found in Xeyfs comparison of cstfmat0d expe~ses for that phase of its 

service by rail and bus, as prese~tly operated, and by bus alone, as 

proposed 1n its application, at present and ~~opos~d fares, for the 

test year end1Xlg May 31, 195'7.. This is str~-ti:ogly portrayed in t!'~ 

following excerpts from data a,pear1ng o~ page 4 of Exhibit 5. Ocly 

tte expense ito~s, est1mated rates of return and operating ratios are 

:-eproduced here. 

Tr~nsb~7 S~rviee - Year En~1ng Mav ,1~19SZ 

Item -
Present 

Operations 
?:-esent 

_F'~res 

Operating Expe~ses: 
Rail $2,962,200 
Kotor Coach 1,719.180Q 
Total $4,682,000 

Ro. te of Retu:n 
Opera. ting Ratio 111.65% 

Proposed 
Opera.t1c:cs 
P::ese:r: 

F.?re~ 

$ 
-1,822,700 
$3,822,700 

16~31% 
96.26% 

Prese:r1; 
Opera t:!.on s 
?:r'opcsed 
Fa.rG~ 

$2,982,000 
1"?1S'~2CO 

$*,717,200 
-101.88% 

Proposed 
Operations 
?roposed. 
Fa.res 

$ 
3,842,800 

$3, 8!+2, 800 
'28.64% 
93.81;.% 

Exclusion or the $78,,00 ite~ of expense connected with The 

Oakland Terminal Railway track ~e~oval tro~ the above expense estiQates 

wou:d, of course, reduce expens~s and result in so~e improvement or 

net inccme after 1ncome taxes, rates of return and o~erat1Dg ratios 4S 

~hown by the exhibit. ThilS it will 'be seen that? evon il?cl':!<!1:lg the 

joint tra.ck·amortization expenzo, conversion to ~otor coaches, by Key 

System:~ own zhow1ng a:d d1sregard1Dg ~y adjustments in expeDses 

contained != the staffrs ex.1ib1ts ~elat1ng to p~~s I and II, would 

result fn an estimated saVing or exponses in Key's transbay service 

alone amounting? in the test year, to $859,300 at present fares and 

$87~,~OO at proposed fares o 

The start estimated the sav1!:g 1%l e~ense, by cO!:lvers1o:c of 

tranzbay tra:!.D serVice to motor coaches, to be $770,9;0 at present1'al'Gs 

and $768,650 at proposed fares. Ope~at1ng ratios for the transbay 

- 22 -



e 
A. 36656, 36980 IN '" * * 

service, under Plan II, were calculated ~t 9l.7 percent at present 

tares and.89~~ percent at proposed tares, and rates of return at 9.67 

percent under present tares and 13.06 percent at proposed r~res, tor 
the to s t year. 

It thus appears that, on the basis of both Key Systemfs and 

the stlttts estimates, conversion of transbay rail service to motor 

coach operation would result in savings in' operati~g expense con

zervatively e'stioate'd to be in excess of $750,000 annually. 

Track ~emov~l and Repa_v1ng in East Bay 

~or oany years, the Key System and the East Bay cities ,in 

.",hich Keyt oS tracks have oeen Utid, hive been concerned "Tith the 

deter1or~tion ot the tracY~ge and adjacent street areas. Tl~ City or 

Oa,yJ.o.nd, espec1o.11y, is deSirous ot expediting its one-way stre·et 

program "!bien is presently inbibitod 'bY' the presence or Key's trackage. 

Ir co~vers1on to motor coach o,eration is permitted, Key 

System pro,oscs to remove all its remaining tracy~ze, except trat 

jOintly used by The Oakland Terminal Rai1 .... 'ay, and all facilities 

1nvolved in tlw operation ot its trair~. 

Tr~ COmmi:sion, by previous deeisions,l bas authorized the 

removal from service of all local line trackage, a portion· of tl"..e UA rr 

transbay rail line beyond 12th and Oak Streets, in Oakland, and also 

certain rail equipment formerly ol,erated on tr..e rrAft line, and 

1 

DeciSion No. 42200, Applica t10n 1~0.2943l.j. (19)+8) - local rail 
facilities. 

Decision No. 45205, Application No. 31179 (1950) - portion of' 
trA It X'D. 11 line. . 

Decision No. 48687, Case No. 5259 (1953) - 31 rail units, trA rr ra 11 line. . 
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has provi~cd tor amorttzat1on of tr~ ~ccovered 1nvcstoent 1n such 

t~c11itics and the cost of repaving. 

Tl"'..e stat!, in its cost estimates uncler. Plans II, III and 

IV, ha~ included a~~ual ezpcnse o! amortization to~ prior a"oandonments 

in· the sum of $396,700. The total cost of rail removal and repaving 

in connection with the prcpo=ed rail abandoncents, together with the 

at'l:l~l amortization cost the:-eof over 10 years, ,-13.S estiJDated by the 

starr at 3709,l50.. A~ter deducting a net salvage amount 0: $;tf-,606 

from the depreciable rail investment to be retired, the net cost o! 

rail removal and repaving ,~-as est1l:a ted to "oe $6,54,54+ and the annual_ 

EJ.mortiza t1on, over a lo-year period, $65',4$4, ",~ch St.l:ll ~ras added to 

t;he anntlal atlortiza t10n expon.se for prior a"oa.ndonments. These are 

extrao:-dinary expenses and, when ar:ortized, will 'be nonrecurring. 

Key Syste~ est~tcd ~be net cost of track and overhead 

reooval and repaving at $776,674, including all track and overhead, 

and at '$51+1,404, -if track used. by The Oakland Te::."minal Rail .... ray "irere 

eAcluded from the compUtat10~5. Adding $1,000 as the cost of mainte

no.nce or out-or-service tracks, Key e!1t1mated- the ~rmiJ.al cost of 

amortization of this expense, over 3 years, at $259,891 for removal 

of all track and Overhead and at S181,~8 it tracks or The Oaltland 

Terminal Railway ,.;ere excluded • 

.4.1 though there is subs t::.n ti.:l.l varia t10n in tJ:'l..e cs t1ma tes of 

the net cost of t~~ track removal proeram, the different periods of 

amortization used by Key and by the starf result in an extreme 

varia tion in the ar.nual expense for tr..is item. 

",Ie are of the opinion tba t the la-year pcrioc. used by the 

s tarf for amortiza t10n of this extraordinary expense sho'Uld. be aclopted 

as beine consistent with previously allowed a~ortization periods in 

conncction't<f1th prior abandonJ:lents and retirecents of ::;imiJar 

facilities l'or:oerly used in local service~ We wlll give :u:-ther 

eonaieoration to· this matter in the :uture it conditione eevelop ~o 

that it appoars advisable to modify ~he lO-year amortization period. 
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The amounts for a~ort1zation as developed by the st~tf are, 

of course, based on est~~teso The company will be expected to 

maintain accurate records of the cost of :cmoval and repaVing work 

'and the amount received for salvage. T!:le charges tor 3r:lort1:zc't1on 

sho?ld be adjusted, it necessary, to reflect:actual net costs. 

Conclusiops 

The evidence of record 1n this p~oceed1ng Qa~es itabun

dantly clear that the time has come to eeal with the growing ~roblem 

of providing an efficient transbay and '<1:ocal transportation service 

by Key Syste~ which will sati~!y the needs of the rast-~row1ng Bay 

area, and to de~l with the grotr_"lg discontent ot the City'¢f Oakland 

concerning its street improveoent program and also that 'or "the City 

and County of San Francisco with respect to the ,,:,tncreasingvehicu-

1ar congestion in the Bridge Terminal area and ron the eityTs streets. 

But it is equally clear from the evidence that Key Syst~mTs proposal 

to do no :lore than to substitute motor coaches for trans"bay trains 

does not solve the problem. 

It was primarily with the future of 'the 'a.'r~a in mind that 

after reviewing applicantfs proposal the Co~ssion "instructed its 

staft to explore possible alternative solutio~s to the problem. 'With 
. 

this additional 1n!o:-mation before 1 t, the CO:n:l1ssion is in a pO::,1-

tion to prescribe ~hat it conceives to be a feasible transportation 

program for the people of the East Bay area and San Francisco. 

As hereinbefore indicated, Plan IV, involving full motor

ization and max1~ use of the lower deek of the Bay Bridge, would 

afford the best over-all method which has come to our attention in 

this proceeding for providing convenient,eff1cient and rapid transbay 
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transit serVico to the public pending completion ot the vast transit 

projects which are still in pro11m1nary stages of plonning. Un

fortunately, however, certoin obstac!es, dizc'l),ssed above, appear to 

precludo the inauguration of Plan !V at the presc~t t~e. 

Tho Department ot Public Works and the Toll Bridge 

Authority he.ve 1.ns1stcd that nothing "00 done to disturb tho tracks 

. or track spoce on th~ bridge in advance of legislation or other 

action providing for ultimate ~e or non-use of that space tor ~~ss 

rapid tran~it. In any event, tho~e ~uthorit1os ~oe no funds 1n sight 

over which they may bave control which ~ght be usee tor bridge or 

term~nal modifications of the mag~1tude indicated by Plan rl. 2 It 

is clear from the foregoing that this plan is not aV3ilDble as an 

j.c:ned1ate solution of tho transbay tr~ns1t problems presented in 

these proceedings, unless the legislature were to make available 

the funds necessary for its completion. 

On this record, we ~ind that Plan III, With certain mOdifi

cations ~~d1cated below, is the most reasonable and practicable plan, 

in the public interest, that offers prospects of an 1mmedi~t~· work

able transbay tranSit service by Key Systec which will also permit 

of retirement of the present costly rail service, remo",al of ',tracks 

and repaVing of streets in the East Bay, reduction of vehicular 

congestion in SM Froncisco and proV'1de a more rrequent and generally 

speodier service While still enaoling the company to develop satis

factory earnings from the present fares. It appears, however, that 

~ome modification of Plan III is necessary under present cond1t1ons_ 

In respect to Plan III, the record1n these proceedings 

is persuasive t~at conversion of transbay r3il servico to motor 

2 
It seems 3ppropr1ate to point out here, in the interest of clarity, 
that the cost 0: pC'Ving the bridge areas now occupied by r3ils 
a~ounts to about 3 million dollars. The eost o~ 3 million eoll~rs 
was calcul~ted by engineers o~ the State Department of Public 
Works and ~trodUC0d in c~dence in these proceedings. This amount 
is inclUded in the estimate of $4,850,000 previously mentioned as 
the cost of Plan IV. 
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co~ehes, unoceompanied 'by' the addition of at le3st asu1"t1ciont number 

or new motor coaches to operate basic schedules, would have an ad

verse effect on Key System's patrons. There was considerable testi

mony by public w1tnezses concerning the comparative comfort of rail 

cars and buses. In our opinion, the addition of new bus Qquipcent of 

tlodern design would contribute favorably to public t).cc(\pt~nca or th~ 

converted servicQ and migh:1: well tond to help o.rrest the present 

downward trend ot: Key System f : pot:oonoge.. It c.ppeo.rs from tho record, 
I 

howover, that 21 new 48-passenger diesel ,buses (19 schedulod ~nd 2 

spares), instGnd or the 110 recommended by the statt in P:Sn III, 

operated 1n conjunction with 102 prosently-owned gcso11.o.o buses, 

ch1efly 44-passenger (92 scheduled ane 10 spares), would provide sa~

isfactory service during the early stages of the changed oporations. 

~he osti~ted sy:tom ope~at1ng results antiCipated uneer 

Plan III if the present tares w~re cont1nuod in the 12-month test 

~0riod ending May 31, 1957, are summarized below. The results are 

based upon ~he calculations L~ Table 21, col~~ 4, page $0 of Exhibit 

No. l2, as mod1fied'herein, to provide, L~ lieu or s1011ar e~tri~s 1n 

the original exhibit, for the 21 new b~1~tand 102 p~esently-owned 
buses r.e!c:rro~ to c.'bove, for aJ:lort1.zc.tid~ cost of r~il roo.ov~l in 
the East Bay Area and for th~ $950,000 1nvestoent re~u1red for 
ch~ng~~ within the bridgo tcrQin~l ~nd ,for ~ now vehicul~r r~~p 
'between the ter:::lincl :-:.nd the lower dock of the bridgo. The $').t:,:lcry 
of tho oper~t1ng rosults follows: 

Line No .. 

1 
8 
9 

10 
11 
12 

i, 

Item 
TIT 

Total Revenue 
Total Expenses 
Operating Income 
Income Tax' 
Net Income 
Rate Base 
R3te of.' Roturn 
Oporating Ratio 
(P~ter Income Tax) 
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$11,395,100 
lo,l+59,660 

93,,4l+O 
lr46,770; 
488,670 

5',363,800 
9.11% 

95.7% 
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!n mCking provision in the foregoing opercting results 

for th~ cost of,cbcnges in the bridge tor:in~l, it w~s considerod 

th~t K~y Syst~m would prov1de th~ full amount of $950,000. Adjust-

mont~ w~rc mcd~ to r~to base ond expenses to roflect this invest

mont ond to provide for a:ort1zetion over ~ 6-yo~r period. We 

arc of the opinion t~t vigorous cooper~tivo efforts and sust~ncd 

dctermin~t1on by Key Systc~, the bridge ~uthor1ties end the city 

otfic1~ls and others 1nterested in this i%portant t=~~it ~roblec 
(~ YV:~~ 
V~~ ~d develop Within c r~usoncble t~c the mccns of effecting the 

changes in str~cturcs needed to plcce ?l~n II! in opcr~tion. 

The csti~otcd fi~~c1cl results of tho system operotions 

set forth on poge 27 hor~of show thzt ccrnings under the presont 

teres, with ~od1f1ed Pl~~ III 1n op~r~tio~, would bo cdequcte. In 

the eireuost~~ccs, no increase in tho present feres will be ~uthor

izod. For tho purposes of those procoedings, we find the c!orozoid 

oper~ting results to be rcc~on~blo. 

S1nc~ it cppcers fro~ the record, however, t~t so~o 

uncertainty ~Xists With respect to tho ability of' Key Syzto~ 

to ~~kc sctisf~ctory crr~geQcnts tor tCr.Qincl ~cdif1cctions end 

fer construction of c vc~~culcr r~p, wo ~re of the opin1on t!k~t 

,~ opportunity should b~ ~ffo~ed to explore tully the probloms ~ 
involved ~d to roport tho rosults tc the Co~1ssion at ~~ e~rly 

d~to. The intcri~ order which follows Will direct tho coop~y 

to initi~te such action nnd to report tho results thoreot to the 

Co~izsion at c further public he~ring, the ti~e and place of 

wr~ch ~ro provided in zOic order. 
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INTER!M ORDER 

Public hearing having oeen held herein, evidence and 

argumont having been received ~~d considered, the Comcission oeing 

of the opinion that the present state of the record does not 

justify the· issuance of a final deciSion herein at the present 

time , 
IT IS HEREBY ORDEREn that Key Syste~ Transit Lines 

!'orthWitb,in:it1ate'n~got1at10ns with the California TGill Bridge 

Authori ty and the State Depart:lent of Public Works, and with 

proper officials of any other public agency involved, tor the 

purpose of concluding appropriate arrangements tor tb,e 1mple

mentation of Pl~ III, .as ~od1tied in the preceding opinion, 

respecting the fi~c1ng ~d construction ot ~odi!1¢ations to 

the Bay Bridge T0rmi~l a.~d ap.~roaches thereto es may be required 

for effectuation of said revised ?l~ II!. 

IT IS HEREBY FURTHER ORDERED th.e.t Key System Trans 1 t 

Lines report tho results of such ncgoti~tions to the Commission 

at a public hearing to bo held in these proceedings at the 

Commissionts courtroom, State Building, San Frcncisco, on 

Thurs~~y, the 31st d~y of J~~r7, 1957, bofore the Commission ~ 

b~~, commencing at 10:00 c.:. Tho Secretary is directec to c~use 

service of a copy of this decision and'oreer to be made upon all 

parties of record herein ~~d to the Secretary of the Se~cte ~d 

the Chicf Clerk of the Assembly of the Stcte of Cal1fornia 

at least ton d~ys prior to the d~tc of said hearing. 
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IT IS HERBBY FURT~~ ORDERED that this proceeding remain 

open tor such further order or orders as the Coco1ssion may deem 

appropriate in the exercise of its jurisdiction. 

The effective date of this ord'er shall be twenty days 

after the date hereo!. 
Sa:o.~ '/~ Dated at ________ , California, this ;uze;day 

of --.;;.fJ..-..::;~_~;";;;;~ .... ~ .. ~.;,,,,;..;;.~ .... ~,;,.,,;~A ..... ' .,;.../ ___ , 1956. 
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Anp9:::lranCes 

Donahue! Richards, Rowell & Gallaghar1 by George E. Thomas 
aXld .Joseph A. "roods, J'r. for Key ::>ystem Transit 11nes. 

J'ohn W. Col11er and Robert B. Nisbet, for City of Oakland. 
Fred C. Hutchinson, City Attorney, and Robett T. Anderson, 

Assistant City Attorney, for City of Berkeley. . 
Robert J. Fol~y, City Attorney, for City of Albany. 
John Joseph Gqrvey, for City of Richmond. 
D10n R. Holm, City Attorney, and Paul t. Bec~, Chief 

Valuation and Rate EXlgineer, for City aXld County of 
San Francisco. 

Ral'Oh ,,1. Scott, Deputy Attorney General, and yarren P. 
Marsden, Attorney, State Department of Public vJorks, 
for California Toll Bridge Autho~ity and State Depart
men t of Public "vIorks. 

Charles C. M111~, for San Francisco Chamber of Commerce. 
Charles N. Bh.l.e.x:.s, for Lakeshore Homes Association'. 
St~nl~Y H. Ney~art, for Carmen~s Union, Division 192. 
Frank Ann1b~le, City Attorney, for City of Alameda. 
Et~der1ek Dub~v~ky, in propr1a persona. 
Allan p~ ~~tth~~2 for Thousand Oaks ~provement 

Assoc~at1on, ~erkeley. 
A. M. C~, for San Francisco Bay Area Rap1d Transit 

Commission. 
D~n 'VI. C:=!mpbeU, for U. S. Navy, l2th Naval District. 
w. R. Roche, James Gibson and J9hn P~~rson, for the 

Comm1ssion staff. 


