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LOS ANGELES METROPOLITAN TRANSIT AUTHORITY
2233 BEVERLY BOULEVARD
LOS ANGEIES, CALIFORNIA

JUL 24, 1956

Los Angéles Transit Lines

1060 South Broadway

Los Angeles 15, California

Attention: Mr. E. C. Houghton, President
Dear Sirs:

The Los Angeles Metropolitan Transit Authority (hereinafter
referred to as "our Authority") has a program for developing a unified
and integrated system of mass rapid transit in the Los Angeles metro-
politan area and adjacent communities whose transportation needs have
become critical. This area includes all of Los Angeles and Orange
Counties and portions of Riverside and San Bernardino Counties. Our
program is intended to secure the benefits of public ownership of an
essential service.

As a first step in this long-range program we plan to acquire
and unify the principal privately owned mass rapid transit systems in
the area, of which the system owned by your Company is the largest.

The carrying out of this plan will require enabling amend-
ments substantially as set forth in Exhibit A attached hereto, to the
Los Angeles Metropolitan Transit Authority Act (Chapter 1668 Laws of
1951 of the State of California) under which our Authority was created.
Our Authority has recommended this enabling legislation, and will use
its best efforts to cause it to be adopted in the next session of the

California Legislature.



This letter is therefore written to confirm our mutual
understanding and agreement, which will become effective only if
and when said enabling legislation becomes effective, that you will
transfer and sell to us and that we will accept and purchase from
you the properties and assets described below, all on the terms
and conditions set forth below:

I. Transfer of Assets

1. Assets to be Transferred: Your Company will transfer,

sell and convey to us and our Authority will accept and purchase
from you all of the following of your properties and assets:

(a) All of the physical assets, real and personal,
other than franchises, as of the close of business
September 30, 1954, as reflected in Item No. 10 on
Exhibit B attached hereto, which exhibit is a copy of
page 2 designated Table I of Section A of "Part I,
Valuation of Physical Properties of Los Angeles Transit
Lines" contained in "Report on Appraisal of Los Angeles
Transit Lines and Metropolitan Coach Lines, February 28,
1955" by Coverdale & Colpitts, Consulting Engineers, to
Los Angeles Metropolitan Transit Authority,

PLUS - all additions to physical assets, of the types now
carried as Fixed Assets in your system of accounts,
between September 30, 1954, and the Date of Closing,
including but not limited to 100 General Motors
forty-eight passenger diesel buses heretofore
acquired by you after September 30, 1954,

LESS - all reductions in physical assets, of the types
now carried as Fixed Assets in your system of
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accounts, between September 30, 1954, and the
Date of Closing, which reductions include but
are not limited to all such assets abandoned
(by discontinuance of the use thereof for transit
sgrvice to the public) disposed of, used up, lost
stolen, or destroyed in whole or in part, between

September 30, 1954 and the Date of Closing.

(b) All contracts, express or implied (other than
franchises) to which your Company is a party or by which
it is bound at the Date of Closing, including all of the
contracts described and all of the contracts of the types
and classifications listed in Exhibit C attached hereto,
and our Authority agrees to assume all such contracts;
provided, however, that we may refuse to accept the ftrans-
fer to us and the assumption by us of any contract entered
into by you after the date of this letter agreement, which
is entered into by you in violation of the provisions of
section 5 hereof. Our said option to reject any such con-
tract must be exercised on the Date of Closing or within
thirty days after written notice of such contract is given
to the general manager or executive director of our Authority,
whichever of said times would permit the later exercise of
such option.

(¢) All securities hypothecated to secure or to obtain
a bond or bonds to secure any obligation or undertaking
which (as to that portion thereof accruing after the Date

of Closing, as elsewhere more particularly described herein)



our Authority assumes or 1s required to assume hereunder or
from and against which portion our Authority agrees herein

to save and hold you harmless and indemnify you, including

but not limited to $400,000 principal amount of United States
Government Bonds deﬁosited as collateral to obtain a corporate
surety performance bond in the amount of $500,000 required
under Los Angeles City Ordinance #90343 iﬁ connection with
franchises held by your Company from said city. Said securi-
ties will be transferred to our Authority subject to such

hypothecation.

2. Assets Not To Be Transferred: It 1s expressly under-

stood that (without in any way expanding by implication or otherwise
what is to be sold as described above) you reserve, except, and
exclude from such agreement to transfer, sell and convey the follow-
ing as they exist at the Date of Closing:

(1) Cash; cash items; working funds; special deposits;
receivables (including but not limited to claims for tax
refunds); accounts receivable; interest receivable; and
dividends receivable;

(ii) All prepaid items, including but not limited to
prepaid taxes, rent  Insurance premiums, bond premlums,
licenses, wages, salaries, contributions to retirement
income plan, other prepaid expenses, credits on contracts,
and all sums deposited by your Company to secure the payment
or performance of llabilities or obligations of your Company;
provided, however, that the remaining portion of any of the
prepayments and credits on contracts as they exist at the
close of business (which whenever used in this letter agree-
ment shall mean midnight at the end of a day) on the day
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preceding the Date of Closing shall be transferred to us when

we pay you the amount thereof prorated to the period on and
after the Date of Closing by an adjustment as required under
Section III, and provided further that we shall cause the above
mentioned sums, if any, deposited by your Company to be released
from all payments or performance of liabilities or obligations
which become due on and after the Date of Closing by such means
as are appropriate therefor including but not limited to our
Authority depositing like sums in lieu thefeof;

(1ii) All obligations, bonds and securities of any
government except as expressly provided in clause (c¢) of
Section I of this letter agreement;

(iv) A1l shares and other securities and investments in
any other corporation;

(v) Franchises owned, enjoyed or held by your Company.

II. Purchase Price.

1. Amount. We agree to pay to you on the Date of Closing

the amount (hereinafter referred to as the "agreed price") of Twenty-

seven Million Two Hundred Eighty Thousand Dollars ($27,280,000) cash,

lawful money of the United States, which agreed price constitutes a

mutually acceptable arbitrary figure arrived at through negotiations

representing a lesser amount than Reproduction Cost New Less Accrued

Depreciation of physical assets as of September 30, 1954 (as con-

tained in Item 10, column 2, of Exhibit B attached hereto), and which

agreed price is subject to the following adjustmentss:

(a) Said agreed price shall be increased by adding thereto:
(1) An amount equal to the cost of all of the

physical assets, real and personal, including but



not limited to improvements, which are constructed
(including wherever used in this letter agreement
partially completed as well as completed construc-
tion) or otherwise acquired 'by your Company after
September 30, 1954 but prior to the Date of
Closing, for use in connection with the mass rapid
transit system owned by your Company, and which are
fixed assets under the accounting classifications
which were included in Item 8 on Exhibit B hereto,
excluding, however, the cost of the 100 General
Motors forty-eight passenger diesel buses herein-
before referred to,.and excluding other fixed
assets which are constructed or acquired by you
after the date of this letter agreement to the
extent that the costs thereof exceed an average of
Thirty-five Thousand Dollars ($35,000) per month
(for example in excess of $150,500 if the period
is four months and nine days) from September 30,
1954 to the Date of Closing. (There shall be
omitted from the determination of said monthly
average the cost of those assets constructed or
acquired with the written consent of our Authority
or the construction or acquisition of which is
directly related to a service change authorized by
a government agency or is at any time required or
necessitated by or is done in connection with the
carrying out of any applicable law, regulation,

order or decree of any government, government
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agency or court, or is done to replace functionally
any assets lost, worn out or disposed of.)

(1i) An amount equal to the cost to your
Company of hereafter acquiring the capital stock
or assets of any transit company operating entirely
within the Los Angeles Metropolitan area, provided,
however, that such acquisition is made by your
Compeny with the written consent of our Authority.

(iii) An amount equal to the excess, if any,
of the amount in the Material and Supplies account
at the close of business on the day preceding the
Date of Closing over the amount shown in the
Material and Supplies account on the balance sheet
of your Company as of September 30, 1954%.

(iv) An amount equal to the taxes, if any,
paid or payable by your Company on, or in connec-
tion with, the sale, transfer or delivery of
personal property by your Company to our Authority
under the California "Sales and Use Tax Law" or
other state law, law of the United States, or
under any sales or use tax ordinance of any county,
city, town or other politiczl subdivision of the

State of California.



(v) An amount equal to the market price (plus
accrued interest) at the close of business on the
day preceding the Date of Closing of all securities
described in clause (c¢) of section 1 of this
letter agreement.

(b) ©Said agreed price shall be diminished by
deducting therefrom:

(i) A depreciation allowance of One Hundred Seventy
Thousand Dollars ($170,000) per calendar month from
September 30, 1954, to the close of business on the
day preceding the Date of Closing (using a proportionate
part of such monthly depreciation allowance for any
part of a calendar month included in such period).

(i1) An amount equal to the excess, if any, of
the amount shown in the Material and Supplies account
on the balance sheet of your Company as of September 30,
1954 over the amount shown in the same account at the
close of business on the day preceding the Date of
Closing.

(1ii) An amount equal to the amount, if any,
by which the maintenance costs between September 30,
195% and the last day of the calendar month preceding

the Date of Closing aggregate an amount less than



7.1¢ times the Revenue Vehicle Miles operated by
your Company during sald period by those of your
vehicles used by your Company for transportation of
members of the public. For this purpose maintenance
costs shall include all charges to Rail Accounts 1,
g, 3, %, 5,6, 8,9, 10, 11, 15, 16, 17, 18, 19,

22, 23, 24, 29, 30, 32, 33, 36, 38, 45, 46, 47, 49;
Trolley Coach Accounts 9001, 9016, 9018, 9022, 9023,
9024, 9029, 9030, 9033, 9036, 9038, 9045, 9046,
9047, 9049; Motor Coach Accounts 4110, 4121, 4122,
4128, 4140, and 4142,

(iv) An amount equal to the net amount, if any,
realized after applicable costs and expenses and
income and other taxes from the disposition between
September 30, 1954 and the Date of Closing, of
physical assets which are reflected on Exhibit B,
other than materials and supplies, excluding, how-
ever, any amount so realized from the disposition
of any physical assets abandoned or retired in
connection with service changes authorized by the
California Public Utilities Commission or other
public agency having jurisdiction thereof, provided
that the physical assets so excluded are reflected
in Item 12 on Exhibit B hereto or consist of ease-
ments, rights-of-way tracks, and appurtenant

facilities, identified on Exhibit E hereto.



(v) An amount equal to the net amount recov-
ered by your Company, after deducting all applicable
cost and expenses, from insurance carriers or others
on account of any loss, theft, damage or destruction
of physical assets which are reflected in Ifem 15 on
Exhibit B hereto, other than material and supplies.
The applicable cost and expenses shall ineclude but
not be limited to all costs of collection and all
costs incurred for repairs to the damaged assets
which repairs are not capitalized, but shall exclude
taxes based on any income or gain arising from such
transaction.

(vi) An amount equal to the amount shown as
"Unredeemed Tokens" under liabilities on your balance
sheet as of the close of business on the day preced-
ing the Date of Closing, 1t being understood that
this amount will be determined in the manner which
you have heretofore customarily used for this purpose
as indicating the probable liability for outstanding
tokens rather than the aggregate amount of outstand-
ing tokens and there shall be no further adjustment
between us if a greater or lesser amount of tokens
are actually presented than the amount shown in such
account.

(¢) Our Authority agrees to diligently use its best
efforts to obtain the cash required to consummate the
purchase herein agreed to be made, whether through the

gsale of our Revenue Bonds or otherwise.

10



IIT. Treatment of Liabilities.

1. Discharge of Liens. On or before the Date of

Closing your Company will pay all its Iindebtedness and obli-
gations (other than taxes and special assessments which are

not delinquent) which shall then constitute a mortgage or

other lien upon, or represent any unpaid portion of the purchase
price of, the assets to be sold, conveyed and transferred by
your Company and to be purchased by us hereunder, except your
Company may either pay or provide, to our satisfaction, for

the payment of current accounts payable.

2. Payment of Other Indebtedness. The indebtedness,

obligations and liabilities of your Company which shall be

(i) chargeable to operating expenses in accordance with good
accounting practice, (ii) wages, salaries, and other compensa-
tion for services, (iii) payments pursuant to contract on the
purchase price of assets delivered to our Authority after the
Date of Closing which are not included within the assets to be
transferred to our Authority from you, and (iv) payments pur-
suant to contract for the making or completion of additions

or improvements subsequent to the Date of Closing, shall be
treated as follows:

(a) Your Company will continue to be liable and
will pay so much of such of its indebtedness, obligations
and liabilities as shall have accrued to the close of
business on the day preceding the Date of Closing, and
our Authority will assume and become liable for and pay
all such indebtedness, obligations and liabilities

(including but not limited to those arising under the

1L



contracts transferred to our Authority provided such
contracts are not rejectable and rejected under

paragraph 1(b) of Section I) which shall accrue there-
after. For the purposes of this agreement, vacation
payments to any employee shall be deemed to accrue at the
time when such employee commences his vacation, periodic
pension payments shall be deemed to accrue when and as
they become payable, and the full amount of all obliga-
tions of your Company to remove any abandoned streetcar
trackage and to repave streets shall be deemed to accrue
when your Company abandons (by discontinuance of the use
thereof for transit service to the public) such trackage.
A1l taxes, rent, insurance premiums, licenses, wages,
salaries, contributions to retirement income plan, credits
on contracts and similar payments, whether owing or pre-
paid, shall be prorated and adjusted between us as of

the close of business on the day preceding the Date of
Closing.

(b) In the event the purchase and sale herein
described is consummated, all income and receipts after
the close of business on the day preceding the Date of
Closing from the assets and business of your Company
acquired by our Authority shall be for the account of
our Authority.

(¢) The amount of such adjustments under this
section III, and the amount of the agreed price as
adjusted under section II hereof, shall be determined

as closely as practical and paid hereunder on the Date
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of Closing on the basis of books and records of your
Company. The amount by which such adjustments under this
section IITI and the net amount 1f any by which the agreed
price as adjusted under section II hereof, as so deter-
mined, exceeded or fell short of the correct amount, and
the net amount owing by one of us to the other by reason
of all of said matters, shall be determined and certified
as expeditiously as practical but in any event within 120
days after the Date of Closing by Price, Waterhouse & Co.,
or such other certified public accountants as we may
mutually agree to substitute, on the basis of an audit

of your books and accounts made by them as of the close
of business on the day preceding the Date of Closing.

The determination of such accountants, as so certified,
shall be binding and conclusive on both of us. The net
amount of such adjustments owing by either of us to the
other, as so determined, shall be paid in lawful money

of the United States promptly after receiving such certi-
ficate, and in any event within 20 days after the receipt
of such certificate. The charges of such certified public
accountants shall be paid by our Authority.

3. Contest of Liability. Either party hereto may

contest in good faith with any third person or persons and

at such party's sole cost and expense any obligation, indebt-
edness or liability which such party has assumed or agreed to
pay hereunder, upon giving notice in writing to the other
party, and, if required by such other party, upon making ade-
quate provision to secure the payment thereof in case such

contest should be unsuccessful.
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%, Company to Indemnify. Your Company agrees, subject
to the limitations in the last sentence of this paragraph, that
you will indemnify and save and hold harmless our Authority and
all its officers, agents and employees, past, present and future,
and each of them, from and against any obligation, liability, loss,
cost, damage, forfeiture and expense which may be incurred or
suffered by our Authority or any of such persons with respect to
any obligation, indebtedness or ligbility of your Company which
you agree to pay above under this Section III and that you will
defend at your cost and expense any and all actions or proceedings
instituted against our Authority or any of such persons in which
but only to the extent that there shall be asserted any claim
or demand based upon any such obligation, indebtedness or
liability which you so agree to pay. Your liability under this
paragraph 4 of Section III shall be limited to claims and demands
which shall be asserted and of which we shall have given you
notice within six months after the Date of Closing.

5. Authority to Indemnify. We agree that we will

indemnify and save and hold harmless your Company and its offi-
cers, directors, stockholders, predecessors, employees and agents,
past, present or future, and each of them, from and against any
obligation, liability, loss, cost, damage, forfeiture and
expense which may be incurred or suffered by your Company or
any of such persons, with respect to any obligation, indebted-
ness or liability which we incur and with respect to any obli-
gation, indebtedness or liability which we have assumed or
agreed to pay above under this Section III, and that we will
at our cost and expense defend any and all actions or proceed-
ings instituted against your Company or any of such persons in
14



which but only to the extent that there shall be asserted
any claim or demand based upon any such indebtedness, obliga-
tion or liability which we incurred, assumed or agreed to pay.

6. Tickets and Tokens. All liability of your

Company respecting tickets and tokens issued by your Company
and outstanding at the Date of Closing will be assumed by
the Authority.

IV. Service and Franchises.

1. Assumption of Service Obligations. Our Authority

hereby agrees that, in the event we acquire your physical
assets substantially to the extent provided in this letter
agreement, we will assume and perform with respect to such
assets all the obligations of service to the publie.

2. In Lieu Payments: Cancellation of Franchises.

Our Authority promptly will proceed to use 1ts best efforts to
negotiate and enter into agreements with the City of Los
Angeles and with each other municipal corporation from which
your Company holds a franchise that upon our Authority
acquiring your physical assets:

(a) Our Authority will pay to each such municipal
corporation, from and after the time of such acquisi-
tion by us, compensation in lieu of taxes or franchise
payments in an amount not to exceed the taxes and
franchise payments theretofore paid by your Company
with respect to the assets and operations which our
Authority has acquired.

(b) The municipal corporation will cancel all

existing franchises held by your Company and will
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release and return to you (or to us in the case of
securities purchased by our Authority as herein
provided) all liabilities, oﬁligations, bonds and
securities thereunder and will authorize the can-
cellation of any surety bonds and insurance policies
held by said municipal corporation thereunder without
payment by or liability of either our Authority or

of your Company to sald municipal corporation.

3. Indemnity by Authority. Our Authority further

agrees that, upon and after the Date of Closing, we will
indemnify and save and hold harmless your Company and its
predecessors in interest and the officers, directors, stock-
holders, employees and agents of any of them, past, present
and future, and each of them, from and against any and all
obligations, 1liability, loss, cost, damage, forfeiture and
expense which may be incurred or suffered by or asserted
against your Company or any of such other persons under or
in connection with any franchise which is owned, enjoyed or

held by your Company at the time of the transfer of your

physical assets to our Authority and which was employed by
your Company in furnishing transit service with the physical
assets so transferred provided that such obligatlon, liability,
loss, cost, damage, forfeiture or expense is incurred or

suffered or asserted either by reason of or in connection

with fhe transfer of your physical assets to us or by reason

16



of or in connection with any matter, time, action, omission,
violation, election, demand, transaction or event subsequent
to such transfer. We will also defend at our cost and expense
any and all actions or proceedings instigated against your
Company or against any of such persons, in which but only to
the extent that there shall be asserted any claim or demand
arising under or in connection with any such franchise and
against which we have agreed to indemnify and save and hold

harmless.

4, Covenants of your Company. On and after our
acquisition of your said physical assets you hereby agree
that with respect to the franchises described in the last
preceding paragraph 3:

(a) Except upon our written request or with our
written approval, you will not exercise or attempt to
exercise any of the rights and privileges of operating
transit facilities thereunder;

(b) Except upon our written request or with our
written approval, you will not transfer or attempt to
transfer any of such franchises;

(¢) Upon our written request and in accordance
with our written instructions, and at our cost and
expense, you will file such applications or requests
with public agencies and public bodies as are appro-
priate to secure the termination of such franchises.

Nothing in this paragraph 4 contained shall in any wise limit

the agreement of our Authority to indemnify and save and hold

17



harmless as set forth in the last preceding paragraph 3.

V. Continuance of Business

1. Company's Negative Covenants. Except with the

prior written consent of the Authority, your Company agrees
that it will not, between the date of this agreement and the
Date of Closing:

(a) Enter into any contract or lease or engage in
any transaction except in the ordinary course of business
as you would reasonably conduct it if this agreement were
not in effect;

(b) Enter into any contract or lease, or renew any
existing contract or lease, for a term of more than two
years, except a tire lease or leases for a term of not
more than three years, and except a contract or contracts
for the purchase of motor coaches and except leases of
space in the building at 1060 South Broadway, Los Angeles,
at rentals of not less than $2.40 per square foot of
leased space per year when such leases in the judgment of
your Company will not subtract from or interfere with the
use of such building as may in the future be necessary by
the buyer after the consummation of the sale of your
physical assets under this letter agreement;

(c) Completely abandon any line or area of service
except under authorization from the California Public
Utilities Commission or public agency having jurisdiction

thereof;

18



(d) Merge or consolidate with or into any other
corporation (other than a wholly owned affiliate acquired
hereafter), or sell, lease or otherwise dispose of the
title or possession of all or substantially all of your
Company's assets to any person or other corporation;

(e) Sell any of your Company's physical assets
having a book value, in the aggregate, of more than One
Hundred Thousand Dollars ($100,000) except properties
against which eminent domain proceedings are instituted
and except that this provision shall not apply te the
disposal by your Company of abandoned or retired assets
or assets no longer useful in its operations;

(f) Cease to maintain in effect insurance with
respect to your Company's physical assets against the
risks and in the amounts substantially as at the date
of this letter agreement, or, after the date of this
letter agreement, settle any claim on such insurance

exceeding $100,000 in any one case.

2. General., Subject to the foregoing provisions of

this Section V your Company shall be free to conduct its business

and operations between the date of this agreement and the Date of

Closing in such manner as the board of directors and management

of your Company shall determine and to make all such contracts

and commitments and engage in all such transactions of every

nature as your Company and its management may deem appropriate

in the ordinary course of its business.
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VI. Representations and Warranties by
Your Company; Limitations Thereon

1. Company's Representations and Warranties. Your

Company represents and warrants as follows:

(a) The Company is a corporation duly organized
and exlsting and in good standing under the laws of the
State of California, and is engaged in operating a
transportation system in Los Angeles County, carrying
passengers by streetcar, motor coach and electric coach.

(b) The execution by your Company of an acceptance
of this letter and the sale of its assets upon the terms
and conditions set forth herein have been consented to
by the holder or holders of a majority of the issued and
outstanding capital stock of your Company and authorized
by the Board of Directors of your Company.

The above representations and warranties in para-
graphs 1(a) and 1(b) of this Section VI shall survive the
closing of title hereunder.

(¢) With respect to the parcels of real property
numbered 1 to 23, inclusive, constituting Part One of
Exhibit D attached hereto and made a part hereof, your
Company represents, but does not warrant, that your
Company has good and marketable title free from all liens
and encumbrances except as otherwise stated in said
Exhibit D. Such representation shall not survive the

closing of title hereunder.
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(d) With respect to all physical assets constituting
personal property in any or all of the categories set
forth under Part Two of Exhibit D hereto, your Company
represents and warrants that it has good and marketable
~title to all such physical assets in said categories to
be sold and transferred by your Company to our Authority,
free and clear of liens and encumbrances except taxes
not delinquent and except as otherwise stated in said
Exhibit D. Furthermore, with respect to the securities
described under clause (c) of Section 1 of this letter
agreement, your Company represents and warrants that it
has good and marketable title, free and clear of liens
and encumbrances except the hypothecations referred to
in said clause (c¢c). Each of such representations and
warranties with respect to personal property in the
categories under Part Two of Exhibit D . hereto and with
respect to the securities described under said clause
(¢) shall be true at the Date of Closing, and such
representations and warranties shall survive the closing
of title provided however that your liability after the
closing of title on account of such representations and
warranties shall be limited to matters of which we shall
have given you written notice within six months after
the legislation referred to in Section VII of this
letter agreement becomes effective as described in
paragraphs 2 or 3 of said Section VII or within three

months after the Date of Closing whichever of said

)



periods expires later.

(e) With respect to all other property real and
personal of every nature whatsoever not included under
Part One or Part Two of Exhibit D hereto and not
constituting securities described under clause (c) of
Section 1 of this letter agreement, such other property
including but in nowise being limited to trolley lines,
transmission lines, tracks, poles, rights-of-way, and
various rights and privileges enjoyed either separately
or Jjointly with others, your Company makes no warranties
whatsoever but represents that its right, title and
interest in such property is free and clear of any lien
or encumbrance except taxes which are not delinquent and
except easements, rights-of-way, reservations, restric-
tions, covenants, conditions, rights and interests which
have not materially interfered with the purposes for
which they are presently used by your Company. Such
representation with respect to title to property under
this paragraph shall not survive the closing of title
hereunder.

(f) We understand that you would not enter into
an agreement to sell, convey and transfer your assets as
hergin provided if the terms and conditions of such
agreement were such that they would preclude your adopting
a plan of liquidation and, within not more than a year
after the adoption of such a plan, making provision for
all your debts and distributing your remaining assets in
accordance with such plan. We understand that for this
reason, except as expressly set forth in Section VI, it

2.



will not be feasible for you to give any representation
or warranty with respect to any matfer arising under or
in connection with this agreement or any representation
which shall survive the closing of title hereunder. We
accordingly acknowledge to you that we have made or
caused to be made such examination as we deem adequate
with respect to all such matters and are now satisfied
to acquire your properties and assets upon the terms and
conditions herein set forth without any representation
or warranty except as in this Section VI expressly set
forth, and we agree that no other represen%ation or
warranty shall be implied.

(g) At any time and from time to time prior to
the Date of Closing and for 120 days thereafter, you
will make available for examination by our Authority
and our agents and representatives, all of your records
which show the changes in the properties and assets
which you are to sell, convey and transfer to us, and
which we are to purchase, and in the contracts and
other indebtedness, obligations and liabilities which

we are to assume and pay hereunder.

VII. Legislation: Condifion of Agreement.

1. Proposed Legislation. Exhibit A is a statement

of the amendments to the Los Angeles Metropolitan Transit
Authority Act (Chap. 1668, California Laws of 1951) which in

our opinion and in the opinion of our counsel are necessary
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and gppropriate in order to permit our Authority to accomplish
its objectives and to carry out our plans, and you have indi-
cated your approval of such amendments for such purpose.

We will take appropriate action to cause such legislation to
be introduced and we will recommend to the proper legislative
bodies and to the Governor of the State of California that
such legislation be enacted and approved, but cur Authority
agrees to oppose such legislation bzscoming effective if it has
not become effective as described in paragraph 2 or 3 hereof
prior to the termination of this letter agreemsnt.

2. Legislation_a Condition. This letter agreement

shall become effective and binding upon the effective date of
amendments to the Los Angeles Metropolitan Transit Authority
Act which shall be substantially the same as those set forth in
Exhibit A attached hereto. Without in anywise limiting such
requirement, such amendments shall be sufficient:

(a) to authorize our Authority to acquire such
physical assets, from your Company for cash and to issue
our Revenue Bonds without further legislation and without
requiring action by the Public Utilities Commission or other
regulatory body; and

(b) to authorize our Authority to functiocn as an
independent agency without supervision by the Public
Utilities Commission, or other regulatory body.

3. B Eventlﬂpgxovg;=pv P.U.C. Reguired. If such

legislation shall become effective substantially the same as

the amendment set forth in Exhibit A hereto except that the
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sale of your properties and assets to our Authority shall
require the approval of the Public Utilities Commission, then
such sale of your properties and assets on the terms and
conditions stated in this letter agreement shall be subject
to the approval of the Commission without change and your
Company will promptly file and diligently prosecute an appli-
cation to the Commission to secure such approval and our
Authority will join in such application and the prosecution
thereof and will recommend and urge that it be approved. In
the event such legislation becomes effective as described in
this Paragraph 3, then on the effective date of such legisla-
tion this letter agreement shall become effective and-be
binding upon both our Authority and your Company {except that
the consummation of the sale hereunder shall be subject to
obtaining the approval of the Commission as above described)
unless this letter agreement has been or is thereafter termin-
ated as elsewhere herein provided.

4, Re-execution After Legislation Becomes Effective.

If legislation complying with paragraph 2 or 3, of this
Sectlieon VII, shall become effective before the termination of
this letter agreement, either by its terms or by notice of
termination as herein provided or permitted, our Authority
agrees to 1mmediately ratify, confirm, and re-authorize this
letter agreement and thereupon your Company and our Authority
shall re-execute this letter agreement at that time but the
date of this letter agreement shall still be applicable to
the several covenants and adjustments referring to the date

of this letter agreement.
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5. Dispute Respecting Legislation. If there is any

dispute between your Company and our Authority as to whether
legislation shall have become effective which complies with
the requirements of paragraph 2 above or shall have become

so effective except for the contingency specified in paragraph 3
above, eilther party hereto shall have a right to commence an
action against the other party hereto for:a determination of
that issue or those issues, and each of the parties agrees to
use its best efforts to facilitate the earliest practical
decision thereof. Neither party hereto shall be liable for
damages for any delay in consummating the purchase and sale
hereunder prior to, or be obligated to consummate such pur-
chase and sale until, sixty (60) days after such decision
becomes final.

6. Termination. Notwithstanding any other provi-
sions of this letter agreement this letter agreement may be
terminated as follows:

(a) If the purchase and sale described in this
letter agreement has not been consummated on or before
March 31, 1958, then at any time after said date
and prior to the consummation of such purchase and sale
your Company may give a written notice of termination
to our Authority, in which event (unless such purchase
and sale is sooner consummated) this letter agreement
shall terminate at the close of business on the 120th

day after the giving of such notice of termination or
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on such later date as may be stated as the termination in
such notice of termination, or

(b) If the purchase and sale described in this agree-
ment has not been consummated on or before the close of
business December 31, 1959, then at that time, and at any
time thereafter prior to the consummation of such purchase
and sale, either our Authority or your Company may terminate
this letter agreement by giving written notice of termination
to the other.

(¢) Any notice of termination given as above provided
may be withdrawn by the party giving the same by means of a
like written notice given prior to the expressed date of
termination or such expressed date of termination may be
postponed to a later date by a similar notice in writing
given by the same party. Upon any termination of this
agreement provided for in this paragraph 6, neither of us
shall have any claims or rights against the other or any
duties to the other.

VIII. Employment.

1. Employment by the Authority. In addition to any
obligations under Section 1 of this letter agreement with respect

to your employees, the Authority agrees to employ for a period of
at least one year after Date of Closing, all employees of your
Company who elect to be so employed, including the classifications
and subject to the conditions as set forth below:

(a) All operating, maintenance, accounting and clerical
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personnel as well as other classifications, of the functional
organization that are required in and essential to the direct
performance of passenger transit service to the public at
Date of Closing.

(b) All full-time personnel of the executive and manage-
ment departments occupying positions that were in existence as
of September 30, 195k4.

(¢) All persons devoting full-time services to your
Company under arrangements with other corporations, in
positions and under agreements that were in effect as of
September 30, 1954 and continuing to exist as of Date of Closing.

(d) Employment of all such persons will be on terms not
less favorable as to rates of compensation, working conditions
and pensions, insurance, medical and other benefits than those
enjoyed on Date of Closing, except that all salary rates of
compensation to be paid by the Authority that are not fixed
by union agreements in effect at Date of Closing, shall be no
greater than those in effect as of September 30, 195% plus
reasonable increases to Date of Closing, said increases to be
not appreciably different from like increases granted to the
same type of positions by other branches of industry in the
same area during the same period of time.

(e) The Authority will continue such employment of each
such person after one year to the extent that operations on

the properties acquired from your Company require personnel
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to perform like services, provided that individual employee
performance shall be satisfactory to the Authority and that
the personnel organization under public ownership of the
Authority may require the same executive and managerial
positions as are in effect under Company ownership and
operation.

2. Union Contracts. It will be the poliecy of our
Authority to continue the contractual relationships in effect
at the Date of Closing with labor organizations to which your
Company is a party. Your Company will execute and cause to
be executed assignments to the Authority of all of the rights
and interests of your Company under then existing contracts
with labor organizations relating to the systems to be
transferred hereunder to the fullest extent such are assign-
able. Our Authority will acept the transfer of such contracts
and assume your Company's obligations thereunder and will
adopt their terms including those relating to rates of
compensation, working conditions and pension, insurance,
medical, severance and other benefits. A list of your
Company's contracts now in effect with labor organizations

is included as a part of Exhibit C attached hereto.
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IX. Closing.
1. Place, Date. In the event that the conditions

set forth in paragraph 2 of Section VII above shall be satis-
fied, the closing of title and the payment in cash of the
purchase price hereunder shall take place, unless otherwise
agreed between us in writing, at the main office of the Bank
of America NT&SA in the City of Los Angeles, California, on
the first business day of the sixth calendar month following
the calendar month in which the legislative amendments referred
to in paragraph 1 of Section VII shall become effective. Such
day is herein referred to as the "Date of Closing".

2. Date if PUC Approval Required. If such legisla-

shall become effective except for the contingency described

in paragraph 3 of Section VII, the Date of Closing shall be the
first business day of the second calendar month following the
calendar month in which occurs the issuance of a final order

of the Public Utilities Commission granting such approval
without change, unless oftherwise agreed between us in writing.

3. Latest Date Applicable. If more than one of the

foregoing provisions for the determination of the Date of
Cloging is applicable, the latest date so determined shall be
applicable unless otherwise agreed between us in writing.

4, Closing Details. At the time and place of

closing:
(a) You will cause to be duly executed, acknowledged
and delivered to us an instrument of assignment, trans-

fer and conveyance of all of the physical assets,
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contracts and hypothecated securities to be sold, conveyed
and transferred to us under Section I of this letter
agreement, it being understood and agreed that no repre-
sentations or warranties, express or implied, shall arise
from any such instrument or from your obligation to make
and deliver the same to our Authority but this shall in
nowise negative or prejudice (nor add to nor extend) the
express representations and warranties as expressed, for
the limited times, set forth in Section VI of this letter
agreement;

(b) You will cause to be issued to us at your
expense a standard form owner's policy of title insurance
of Title Insurance and Trust Company, with liability in
the sum of $6,500,000, or such different amount as may be
mutually agreed upon in writing in view of any changes
prior to the Date of Closing in the real property
included in such insurance, insuring that title to the
real property described in Part One of Exhibit D hereto
is vested in our Authority subject only to the respective
defects, liens and encumbrances set forth in Exhibit D
and relating to said real property:

(¢) You will duly endorse for transfer and delivery
to us Certificates of Ownership issued by the State of
California with respect to all automotive equipment to
be sold, conveyed and transferred to us under this

agreement;
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(d) You will deliver to us and both of us shall
initial a statement, similar to that contained in
Exhibit C hereto attached, describing, individually or
by categories as of the close of business on the day
preceding the Date of Closing, the contracts which our
Authority is to assume hereunder, subject to the right
of rejection of our Authority under certalin circumstances
as expressly provided elsewhere in this letter agreement;

(e) Our Authority will cause to be paid to your
Company in lawful money of the United States the amount
of the ecash purchase price determined under Section II

above.

5. Additional Documents. On the Date of Closing,

or with reasonable promptness thereafter, you will also cause
to be duly executed, acknowledged and delivered to us such
additional deeds and all other instruments of assignment,
transfer, conveyance and further assurance as shall be suffi-
cient to vest in us all the physical assets and contracts to
be sold, conveyed and transferred to us under this letter
agreement, or intended so to be, it being understood and
agreed that no representations or warranties, express or
implied, shall arise from any such deed or other instrument
or from your obligation to make and deliver the same to

our Authority but this shall in nowise negative or prejudice
(nor add to nor extend) the express representations and
warranties as expressed, for the limited times, set forth

in Section VI of this agreement.
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6. Stamp Taxes, etc. Your Company will pay or cause

to be paid all required Federal and State documentary stamp
taxes and other taxes in connection with the transfer of
properties hereunder, except as otherwise expressly provided
in this letter agreement.

7. Defense of Suits. Both our Authority and your

Company agree to join and cooperate in the defense of any suit,
action, or proceeding which shall attack, question or put in
issue the vallidity of this instrument or the power of either
of us to carry out and perform hereunder, subject to the terms
and conditions herein stated. If any such litigation shall be
instituted which shall have the effect of delaying the

closing of title hereunder, the parties hereto may, but shall
not be obligated to, (a) from time to time agree upon an
adjournment of the Date of Closing until a fixed date in the
future or (b) agree that the Date of Closing may be fixed by

a notice in writing given by either party to the other
specifying a date not less than thirty (30) nor more than

sixty (60) days after the giving of such notice.

X. Disputes.
1. Closing Despite Disputes. If any dispute shall

arise between us on or prior to the Date of Closing which

shall not basically affect the obligations hereunder of your
Company to convey 1its physical assets and contracts or of our
Authority to purchase and operate such assets as contemplated

hereby, the Date of Closing shall not be adjourned but the
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closing of title and the payment in cash of the purchase price here=-
under shall be completed subject to the subsequent settlement of

such dispute.
2. Arbitration of Certain Disputes. If any such dispute,

which we shall be unable to settle among ourselves, shall arise
(a) under Section III above as to which of us shall be liable for
any indebtedness, obligation or liability thereunder, or as to

the method of providing for any contested liability, or involving
any indemnifications, or (b) as to whether any particular properties
or assets are to be sold and transferred to us hereunder, such
dispute shall be determined by arbitration. In such czse each of
us shall select an arbitrator and such two arbitrators shall
choose the third. If either of us shall fail to appoint an
arbitrator within ten (10) days after notice from the other or

if the two arbitrators so appointed shall fail to select the third
within ten (10) days of the selection of such two arbitrators, then
such arbitrator or arbitrators shall be appointed by the President
of the State Bar of California. The award of a majority of such
arbitrators shall be final and conclusive on both parties. The
Authority and your Company shall each pay its own costs and ex-
penses relating to the arbitraticrn including the charges of any
arbitrator which either may individually appoint or which may be
appointed for either of them by the President of the State Bar of
California, and shall share equally the charges of the third
arbitrator. All meetings of the arbitrators shall be held in the
City of Los Angeles.
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3. Suilts to Enforce Agreement. Except as specifically

provided above, each of us reserves the right to bring any
appropriate action or proceeding, including an action for
specific performance, in any court of competent Jjurisdiction,
to enforce the rights and obligations hereunder, but neither
of us shall have any right to claim damages against the other
party in the event that such other party acting in good faith
is nevertheless prevented by action of a third person or other

reason beyond its control from completing performance hereunder.

XI. Notices.

1. Porm; Manner of Giving. Any notice required or

permitted to be given hereunder shall be sufficiently given if
in writing and either served personally upon an officer of the
party to whom it is addressed or mailed to such party by first-
class registered mail, postage prepaid. For such purposes, the
address of our Authority shall be 2233 Beverly Boulevard,

Los Angeles 57, California, and the address of your Company shall
be 1060 South Broadway, Los Angeles 15, California, but either
party may by notice hereunder request that subsequent notices

hereunder be sent to such party at a different address.

XII. Entire Agreement; Interpretation.

1. Agreement Enfire; Not for Benefit of Third

Parties. This letter agreement sets forth the entire agree-
ment between your Company and our Authority, terminates and
replaces any and all prior agreements or understandings

between us whether written or oral, and there are no other
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representations or understandings except as herein contained. This
letter agreement may not be modified or supplemented except by an
agreement in writing signed by your Company and by our Authority.
This letter agreement is made solely for the benefit of your Compény
and our Authority, and their respective successors, and no other
person shall acquire or have any right under or by virtue of the terms
of this letter agreement, except as provided in Section VIII above.
The term "successor" shall not include any purchaser, as such purchaser,
of any of the securities of our Authority.

2. Hegdings. All headings of the several sections and
paragraphs of this letter agreement are inserted for convenient
reference only and are not intended to extend, limit or affect the

meaning of this agreement by inference or otherwise.

If the foregoing is in accordance with your understanding,
will you please so indicate at the foot of the attached copy of this
letter and return such copy to us, in which case, such duplicates of
this letter shall constitute a continuing agreement between us.

Yours very truly,

LOS ANGELES METROPOLITAN
TRANSIT AUTHORITY

By HAYDEN F. JONES
Chairman
By RALPH P. MERRITT
Secretary
Accepted at Los Angeles, California,
this _1 day of __August y 1956
LOS ANGELES TRANSIT LINES
By E. C. HOUGHTON
President
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Legislation

Condensed Summary of Valuation

List of Contracts

Certain Title Matters
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AMENDED IN SENATE y 1955

CALIFORNIA LEGISLATURE--1955 REGULAR SESSICN

SENATE BILL No. 1308

Introduced by Senator Richards
Janwmry 20, 1955

Referred to Committee on Transportation

An act TO ADD SECTICNS 4.22, 6,10 AND 11.11 TO, TO REPEAL
SECTICNS 2.14, 5.43 AND 13.4 OF, AND to amend Sections
N e A TR R b +93 53
bob, b5, 4.6, 4.8, 4.9, 4.10, 4.12, 413,hl5 L.16,
L.20, 4.2, 5.1 ; 5.13, Slhzand518L532, 6.5, 7.1,
11.1, AND 12.1 of the "Los Angeles lietropolitan Transit
Authority Act," relating to the organization, powers
and duties of said authority.

The people of the State of California do enact as follows:

EXMIBIT “A”



Section 1. Section 5.1 of the Los Angeles Metropolitan
Transit Aut]r_lority Act is amended to read:

Sec. 5.1, The authority may issue revenue bonds for the
acquisition, construction or completion of the system or any
part thereof, and such revenue bond issue may include the
incidental expenses (legal, engineering, fiscal and other) con-
nected with issuing and disposing _of the bonds and an amount
for financing er the creation of an operating fund and all
incidental expenses connected with the acquisition, c':onstruc-
tion or completion of the system or any part thereof, The total
amount of revenue bonds that may be issued by the authority
shall not be limited as to aggregate principal amount, except
as the authority may provide in any resolutions or indenture re-
lating to the issue of any revenue bonds hereunder.

Sec. 2. Section 5.18 of said act is amended to read:

Seces 5.18, An indenture may include a clause requiring,
specifying or limiting the kind, amount and character of
insurance to be maintained by the authcrity on the system,
or-any part therenf, and the use and disposition of the pro-
ceeds of any such insurance thereafter collected, Such in-
surance may include fire, casualty, fidelity, public liability,
property damage, or any other type or kind of insurance

deemed desirable by the authority.,



Sec. 3. Section 1.1l of said act is amended to read:

Sec. 1.1. It is hereby declared to be the policy
of the State of California to develop imberurbamr mass rapid transit
systems in the various metropolitan areas within the State for the
benefit of the peorle. A necessity exists within a-pestier-ef Los

Angeles County, Orange County and those portions of San Bernardino

and Riverside Counties which lie west of 117° West Longitude and

south of 34° 30' North Latitude (hereinafter sometimes called

"metropolitan area') for such a system. Because of the numerous

separate municipal corporations and unincorporated populated areas
in that-perbicn-ef-Les-Arzetes-CountF-rwithin-the-area-sf-the-ortire
Sen-Ferpgreo-Yalleywest-ef-the-west-boungary-ef-the -Giby-of
Clerdater-sna-within-feur—thj-milos-sp-eackh-side—af-bhe-nain
eharnet-of-the-Los-Anrgeles-River-from-San-Fernande-Yalley-te-the

meubh-of-the-priver-at-beng-Beaek the metropolitan area hereinbefore

described , only a specially created authority can operate fmeely

effectively in said perbtier-ef-that-eeunty metropolitan area.

Because of the unique problém presented by that pesbier-ef-the

eeunty¥ metropolitan area and the facts and circumstances relative

to the establishment of ar-interurbern a mass rapid transit system
therein, the a doption of a special act and the creation of a
special authority is required.

Sec. 4. Section 2.6 of said act is amended to read:

Sec. 2.6. UCounbyl-means-Los-Angeles-Counbys-Stabe-of
Gatiferpias-the-beundarics-of —which-are-esbabiished-by-Seetion
23+10-ef-the-Covernmenb-Sede-ef-the-State-ef-Catiforniar

"detropolitan area! means the area described in the second

sentence of Section lil of this act.
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Sec. 5. Section 2.7 of said act is amended to read:

Sec. 2.7. "Mass Repig rapid transit" means transportation
of passengers, mail and hand baggage iny-threugh-er-bebtween-eny
twe-er-mepe-RuRieipat-corporabicns-or-uninesrporated-peputated
areas-op-munieipal-corperations-and-unineorperated-poputated-areasy

within the metropolitan area ef-bthe-erbire-San-Fernande-¥alley-wesk

of-bhe-west-boundary-ef-the-City-of-Clendaley-and-within-Four-{h)
miles-er-caeh-side-ef-the-main-eharnel-of-the-Los-Angetes-River
£rem-Sen-Fernande-Yatier-to-the-moubh~ef-the-river-at-Long-Beaehy
by means of susperded-everhead-mererail-en-reutes-whieh-the
baiifernia-Public-Utilities-LCemmission-has-£first-debernined-are
required-by-publie—eorvenienee—and-neeessitys-bogether-with-any-
supptementat-feeder-bus-tines-which-estantished-conmren-earriers
ef-possengers—servinz-the-area-decline-to-provide-afier-shat
eerrisoton-has-deberained-they-are~roguired-by-publie-convenicnes

and-neeessiby~ motor bus, trolley coach, street railway, rail,

suspended overhead monorail, elevated railway, subway, or any

other surface, overhead or underground transportation or any

combination thereof; provided, however, that the words '"mass

rapid transit'" shall not be construed to include any service in

Orange, Riverside and San Bernardino Counties except interurban

service, and the authority is authorized to provide only

interurban service in said three counties .

"Interurban' as used in this act shall mean transportation

in, through or between any two or more municipal corporations or

unincorporated areas or a municipal corporation or corporations and

an unincorporated area or areas.




Sec, 6. Section 2.8 of said act is amended to read:

Sec, 2.8, "System" means all real and personal

property jy-iieensesy-frarehisesy-patenbsy-pights-and-interests

of every kind and nature whatsoever owned or held at any time

er~-to-be~ewned-er-held by the authority for mass rapid transit

. including (without limiting the generality of the foregoing)

rights of way, rail lines, bus lines, stations, platforms,

a -

terminals, structures, rolling stock, equipment, and facilities

(including parking and other facilities necessary or convenient for

access of persons and vehicles to stations, terminals, yards, control

houses, cars, buses, signals and stations).

"Existing system" means all real and personal property

of every kind and nature whatscever, owned or held by any person

other than the authority for mass rapid transit, inecluding

#

Lyithout limiting the generality of the foregoing) licenses,

franchises, vatents, rights and interests.

Sec, 7. Section 2.14 of said act is reoealed,

Sec. 8. Section 3.2 of said act is amended to rsad:

Sec, 3.2, The authority is a public agéncy and a public cor-

porationof the State of California, IThe-authority-dn-all

reszeebs-shall-bo-subjeeb-to-the-sape-resulatisnsy-restriebions
apd-pastpainbs-as-3f-it cwere-z-privitelr-swred-and-snerated-—

garricr-and-chall-be-pubieeb-teo-the-durisdisticn-eof-the-Publis
Utilitics-Commigsion-and-all-gther-lawg-applicable-be-privately

ewped-ard-operabod-carriers,



Sec. 9. Section 3.3 of said act is amended to read:

Sec. 3.3. The-powers-gnd-zeiivities-eof-the-autherity-are

iimited-beo-the-esuntyr The powers and jurisdiction of the authority

to maintain and operate mass rapid transit are limited to the

metropolitan area. The territorial limits of the authority shall not

be diminished or decreased so long as any bonds issued under this act

are outstanding and unpaid. Bonds shall not be deemed outstanding

within the meanines of this section if moneys sufficient to pay the

same and all interest thereon have been set aside irrevocably in a

special or trust fund for that purpose and the indenture under which

such bonds were issued provides thet such bonds shall not be deemed to

be outstanding in such event.

Sec. 10. Section 3.5 of said act is amended to read:

Sec. 3.5. Each member of the authority shall be, and shall hold
office only so long as he is, a resident of and registered voter

in the eeumty metropolitan area. Each member of the authority shall

be paid the sum of iwesby fifty dollars {$20} (§50) for each meeting
attended, but not to exceed ere two hundred dollars £5100) ($200) in
any calendar month, and shall be reimbursed for actual necessary
traveling and other expenses incurred by him in the performance of
his duties, payable exclusively out of the funds of the authority
available therefor. No member of the authority shall be allowed any
other fees, perquiéites or emoluments, reward or compensation for his
services as a member of the authority.

Sec. 11. Section 3.6 of said act is amended to read:

Sec. 3.6. (a) The authority shall appoint a chairman,

who shall be a member of the authority, and shall also appoint
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a secretary and a treasurer. The authority may also a’ggg’ihtb a

vice chairman from its members, said vice chairman to act as

chairman in the absence or inability of the chairman, The

secretary may be a member of the authority. The treasurer
shall not be a member of the authority &né—sh&ll-ne%—be—engaged—-_

in-any-obhep-buciness-er-enplerment-during-his-tepure-ef-office

-

The authority may appoint a-gemeral-mamager an executive director,
who may be a member of the authority, and who shall be a man of
recognized ability and experience, to hold office during the

pleasure of the authority. Subject to the general control of

the authority, to the reocuirements and restrictions of any
indenture under which bonds are at any time outstanding, and

to the provisions of any contract for superintendence asg authorized

by subdivision (b) of this section 3.6, the executive director The

gereral-menager shall have management of the properties and business
of the authority and the employses thereof, subjeei-te-the-genepai——
eonbrel-of-the-authoribyy shall direct the enforcement of all
resolutions, rules and regulations of the authority, and shall
perfom such other du‘tfies as may be prescribed from time to

time by the authority. The authority may appoint a general
attorney and a chief engineer, and shall appoint or provide for the
appointment of other officers, attorneys, engineers, consultants,

agents and employees as may be necessary for any purpose of the

authority, including, but not limited to, engineerineg and other




studies and the acquisition, construction, extension, operatien,

maintenance and policing of the system , and may contract with

any thereof and with the executive director but no such contract

shall be for a term of lenger than five (5) years. It shall define

their duties and require bonds of such of them as the authority may

designate. The compensation of the gereral-manager executive director ,

general attorney, chief engineer, and all mther officers, attarneys,
consultants, agents and employees shall be fixed by the authority,
and such compensation shall be paid out of funds of the authority
available for that purpose. The authority may employ a fiscal
agent or adviser and may retain the services of such agents as

may be deemed advisable to assist in the sale and di§tribution

of the authority's bonds or the underwriting thereaf,

(b) The authority may make a contract for superintendence with

any corporation (sometimes in this act referred to as the Superin-

tending Corporation) which has executive personnel with experience

and skill applicable ta the superintendence of the operatien and

maintenance of any part »f the system for the fumishing »f its

services and the services of experienced and gualified personnel

for the superintendence of the operation and maintenance ef the

system or any part thereef, including, without limiting the

generality of the foregoing, superintendence over personnel,

purchases, properties and operations and matters relating therete,
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and any revenue bond indenture may require such contract. The

rersonnel whose services are so furnished under such contract

shall not include the executive director or general attarney.

No such contract shall extend bevond the term of ten years or

such longer time as there are outstanding any revenue bonds under

an indenture which reaquires such contract. In any such contract with

a corporation for superintending services, the duties of such

corporation shall be designated., The compensation of such

corporation for services rendered under such contract shall be

such as is provided therein and, without limiting the generality

of the foregoing, such compensation may be in fixed amounts or

may be related to revenues of the system or some portion or

portions thereof., Neither such contract, nor the corporation

which is a party thereto with respect to its rights and duties

thereunder, shall be subject to control or regulation by the

Public Utilities Commission or by any political subdivision of

the State of California other than by the authority as provided

in such contract.

Sect 12. Section 3.7 of said act is amended to read:

Sec, 3.7. The treasurer shall execute a bond with
carporate sureties to be approved by the authority., The bond
shall be payable to the authority in whatever penal sum may be
directed by the authority conditioned upon the faithful performance

of the duties nf the office and the payment of all money received



by him according to law and the orders of the authority. The
authority may, at any time, require a new bond from the treasurer
in such penal sum as may then be determined by the authority.

The obligation of the sureties shall not extend to any loss
sustained by the insolvency, failure or closing of any national
or state bank wherein the treasurer has deposited funds if the
bank has been approved by the authority as a depositary for such
funds, All funds deposited by the treasurer in any bank shall

be placed in the name of the authority . shall be secured as

provided in Section 4,17 of this act, and shall be withdrawn er

paid out only by check cor draft upon the bank, signed by the
treasurer-srd-sountersigned-br-the-cheirman-er-gereral-manager

of-the-autheritr such officer or officers, or employee or

employees, as may be designated by the authority; provided,

however, that revenue bonds of the authority may be paid in the

manner provided in the bond indenture, The authority may

establish separate funds, trust funds, sinking funds, reserve

funds and any other fund cr funds deemed necessary or convenient

and may provide for the vses thereof and the methods of making

payments therefrom, and may make covenants in any revenue bond

indenture relating to any such fund cr funds. Tke-autherity-may

desigrate-any-ef-iis-mepberc-cr-ony-efficer—er-empleyee-ef-the
agtherity-to-alfin-tho-signabure-ol-the-cheinman—and-anether-te

affix-tha-signoture-cithefreasurer-io-any-ckeck-er-drafi-£fer
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parment-ef-sslanics or-wasas-ard-fer-the-parment—si-apy-sther
sblization-cli-pek mere-than-twa-tlraucand fiue bupdead-dellore
{82,500)-~ In case any officer or employee whose signature
appears upon any check ceases to hold his office after so

signing, but before the delivery thereof to the payee or presentatien

thereof for payment , his signature nevertheless shall be valid and

sufficient for all purpeses with the same effect as if he had remained

in office or employment until delivery thereof.

Sec, 13. Section 3.9 of said act is amended to read:

Sec. 3.9, A majority of the members of the authority
constitute a quorum for the transaction of business and , subject

to the next sentence, may act for the authority. All actien of

the authority shall be by a majority vote of its members, except

as otherwise provided in this act, and except that any indenture

under which revenue bonds of the autharity are issued and

autstanding may provide that certain acts of the authority shall

require a vote of two-thirds of the full number of the members

thereof and in such cases such two-thirds vote shall be redquired.

Sec, 1lh, Section 4.3 of said act is amended to read:

Sec. 4e3. The authority may acquire by grant,
purchase, gift, devise or lease, and may hold, use, sell, lease

or dispose of, er¥ real and personal property of every kind and

nature whatsoever, licenses, frarchiessy patents, rights and

interests necessary for the full exercise, or convenient or



useful for the carrying on_of, any of its powers pursuant to

the provisions of this act, Wherever-under-then-existing-statutey
eradinapsce-er-lav-a-franchicey—porpits-license-se-authorization-is
Fequiﬁeéaﬂep-a—pub}ie—utilityr—theﬂ—tbés—aath@;ity-shallﬂa&quiﬂe-a
similar—franchisey—pormits-_liconce-er-autherizatiepn-in-the-same
BeRROF-2Rd-surekant-to-the-sane-progedure y—Hepms-and-cenditi-ons

as-—zpe-zegyired-cf-a-public_utilits,

Sec. 15. Section L.L4 of said act is amended to read:
Sece L4eo4e The authority shall have power to acquire,
construct, complete, develop, own, operate and maintain the

system in the eeuwrty metropolitan area; including pewer to

acquire by purchase, lease, gift or otherwise all or any part
of any patents, licenses, rights, interests, engineering
studies, data or reports owned or held by any person and
determined by the authority to be necessary, convenient or
useful to the authority in comnectien with the acquisition,
construction, completion, development, ;wnership, operation or
maintenanr_:e of the system,

Sec. 16, Section L.5 of said act is amended to read:

Sec. 4.5, The authority shall have power to enter inte
agreements for the joint use of any property and rights by the
authority and any public utility operating any transportation
facilities; to enter into agreements with any public utility

operating any transportation facilities either within or without



the soumty metropolitan area for the joint use of any property

of the authority or public utility, or the establishment of
through routes, joint fares and transfer of passengers.

Sece 17. Section 4.6 of said act is amended to read:

Sec. 4.6. The authority may exercise the right of
eminent domain for the condemnation of real or personal
praperty or any right or interest therein for its use within

the metropolitan area eeunty, including the power to acquire

real property in fee simple or any lesser estate er interest
for rights of way or other uses of the authority. No publicly
ovned property shall be taken, or condemhation proceedings
instituted therefor, without the consent of the public agency
or public corperation owning or controlling such publicly owned
property, nor shall any privately owned public utility be taken

or condemned without consent of such utility. Sections 1401

ts 1421, both inclusive, of the Public Utilities Code shall not

apply to any such condemnation of property of a privately owned

public utility with the consent of such public utility at a

price agreed to between the authority and such public utility,

and the Public Utilities Commission of the State of California

shall have no jurisdiction with respect thereto.

Sec.‘ 18._ Section 4.8 of said act is amended to read:

Sece L4.8. Whenever the authority acouires any existing

system or portion thereof (whether motor buses, trolley coaches,
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streetcars or other types of mass transit) it may continue to

maintain and operate such system or portion thereof in, upon and

across any and all streets, highways., freeways and other public

places upon which such svstem or portion, as the case may be,

was - operated at the time the same was: acquired by the authority.

The authority shall not construct (excluding, however, any repair

or reconstruction of the structure of any existing system acquired

by the authority) any subways, elevated railways, monorail, or

any nther structures constituting a method of mass rapid transit

in, upon, over, under or across public streets, highways, freeways

and other public places without the consent of the city, county or

state having jurisdiction over such street, highway, freeway, or

other public place. The authority may operate motor bus lines

and motor buses upon any public streets, highways, waysor freeways,

and, subject to the reguirements of the last preceding sentence

with respect to new structures, may operate any other method of

mass rapid transit in, upon, over, under or across public streets,

highways, freeways and other public places. The-autherity-shall

have-power-to-sersiructy—sperate~and-naintein-the-s¥siem-iny-nREEES
HPORy-GUVery-aeress—er-alerg-ary-prblic-street—kighwars-er-waterway
updar-agracroent-with-er-franchises-from-the-United-States-ef-4meries
er-the-State-of Laliferpias-the-countyry-distpict —or-the-goveraing
bady-of-the-muniecipal-cerperaticr-whick-has-juricdicticn-ever-such

stresty-—highway-er-waterwayy—and-try—undery—upoRy —O¥eFr-Cr-2eE055
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apy-vaecani-publie-lards-which-are-er-mar-beceme—tho—property
ef-the-United-States-nf-dmericay-the-State-ef-Califerniay-the
county-or-any-public-corperaticn-in-thecounty-by-agreement
with-the-United-States-ci-Anericay-the-States-the-sounty-ar
such-public-corperations--In-the-cvent-the-nse-by-the-autherity
of-apy-existing-public-sircet-or-highway-or-crossings-thereof-ep
removal-of-public_uiilitios-necessitates-changes-thereipn-or
expsnéitases,-ths—eeat-thepen§—shall-be—be;ne—by—the—&atheritye

Sec. 19, Section 4.9 of said act is amended to read:

Seces L9, Subjecb-be-the-jurisdistien-ef-the-Publie
Biilities-Commissiony—the The authority may fix rates, fares,
tells, charges, rents or other charges for the use of the system
acquired, constructed, operated or maintained by the authority and

may alter, change or modify the same , all subject te the covenants

in any revenue bond indenture pursuant to which revenue bonds have

been issued and are outstanding which contains covenants im

ascerdsnce-with-anF-ecentraciual-cbligeticn-wkich-may-be entered
into by the authority with respect to the fixing of such rates,
fares, tolls, charges and rents.

Secs 20, Section L4.10 of said act is amended to read:

Seca 4o10. Subjeei-te-the-jurisdictien-ef-tho-Publie
Biilities-LCemmissieny-the The authority may enter into covenants
te fix and to maintain mimimum-ratesy-fares-or-echargesy-er rates,

fares or charges sufficient at least to pay expeﬁses of

maintenance, operaticn and administration and to service the

outstanding bonds and other ecbligations of the authority, if

[



any , including but not limited to any amounts required for

reserve, sinking or other special funds provided in the irdenture ;

and it may also enter into covenants to increase rates, fares
or charges from time to time as may be necessary pursuant to
any such contract or agreement with the holders of any bands

er other obligations of the authority,

Secf 21, _Section 5,12 of said act is amended to read:

Sece Lhel2., Subjeet-to-the-provisions-ef-the-Publie
Ubilities-Ack-ard autherication-pursuant-thereto-Lfrep-tho-Public
Utilitiee-Commicsieny~-the The autherity may make contracts,
leases and agreements with any person er public corporation

or with the State of California or with the United States of

America and may generally perform all acts necessary for the full
exercise of the powers vested in it,

Secs 22 Section L.l13 of said act is amended to read:

Sece Lel3. Subiest-te-the-provicicrs-ef-the-RPublie
Utilitics-fet-and-autherizgaticn-purzuant-thereto-from-the-Publis
Utilitiecs-Commissiony-the The authority may sell, lease, convey
nr otherwise dispose of any of its rights, interests or properties
after the purposes for which they are acquired have been fully
satisfied or modified . It may sell, lease or otherwise dispose
of, at any time, any surplus materials or other property not
needed for its requirements or for the purpose of carrying out

this act. Any revenue bond indenture may provide limitations

upon the exercise of the powers stated in this section, and such
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limitations shall apply so long as any of the revenue bonds

issued pursuant to such indenture are outstanding and unpaid.

Sec. 23, Section L4.l5 of said act is amended to read:

Sec. 4415. The authority shall by resolution make
all rules and regulations governing the use, operation and
maintenance of the system and shall determine all routings
and change the same whenever it is deemed advisable by the
authority y-—-subiest-te-the-provisicns-of-all-erdinarees

grapting-franchises-te-the-autheritz~ 3 provided, hewever, that

any revenue bond indenture may place limitations and conditions

upon the exercise of such powers or any thereof.

Sec. 2. _Section 1,16 of said act is amended to read:

Secs holb. Subseet-to-the-provisiens-sf-the-Rublie
Otzlitiss-fes-and-aniberizaticn-pursuaspt-thereto-frem-the_Rublie
Utilities-Cemmissieny-the The authority shall have power to lease
the system or any part thereof to, er contract for the use of the

system or any part therecf by, any operator ; provided, however,

that any revenue bond indenture may prohibit, limit or restrict

the exercise of such power.

SEC . 25 Section L .20 of said act is amended to read:

Secs 4420. One of the purposes of this act is to
coordinate any operations of the authority with the operations

(] isting frarsitb-£facilities s y
f then existing irarsit-faeilitiocs system, and no other

section of this act shall relieve the authority from thellimita-

tions, obligations and requirements of this Section L4.20, If the
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authority proposes, and shall then be ready, able and willing,

to establish, construct, complete, acguire, operate, extend or

reroute (all of the foregoing being hereinafter referred to by

the word "establish" in all forms thereof), directly or

indirectly, either itself or by lease or contract with any

other person or persons or otherwise, any mass rapid transit

service or system in such manner or form as will or may, either

then ar at any time in the future, divert, lessen or compete

for the patronage or revenues of the exigting system of a

privately owned public utility (excluding any subsequent

extension or rerouting of the latter) situated entirely within

the metropolitan area, then the authority shall give to each such

public utility prior written notice of the proposed establishment

of such service or system in sufficient detail to fully apprise

such public utility of the form, nature and extent thereof and

(subject to the restrictions of this Section 4.20) of the time

within which the authority intends to establish such service,

Until 120 days after receipt of such noltice by each

such public utility, the authority shall not establish any such

proposed service or system. At any time after receipt of such

notice, or if the authority without giving such notice establishes

any such proposed service or system in violation of this Section

4

L.20 then at any time after establishment of such service or

system, and in either event until the expiration of 120 days after
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the receipt of such a notice, each such public utility shall

have the option, in its sole discretion to be exercised by

written notice to the authority, (i) to require the authority

to purchase that portion of the existing system of such public

utility (as designated in such written notice) the patronage or

revenue from which will or may be diverted, lessened, or competed

fer by the establishment of the proposed service or system by the

authority or (ii) to require the authority to purchase all of the

existing system of such public utility.

If such public utility elects the relief described

under clause (i) or (ii) above, then unless within ninety (90)

days after receiving written notice of such election the authority

gives such public utility notice in writing that it has abandoned

any intention to establish the proposed service or system of

which it gave notice and has abandoned any such service or system

which it established without giving such netice in vimlation of

this Section 4.20, the authority shall be obligated to such

public utility for the relief so elected and the autherity shall

nat establish the proposed service or system until it has comple ted

the purchase of all or part of the existing system of such public

utility in accordance with such election. The purchase price to

be paid far such existing system (intending thereby only a

portien of the existing system when the election has been to

sell only such portion) shall be the reproduction cost new

(including going concern value) of such existing system at the
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date of the giving of the notice of election, less depreciation

(including wear and tear and obsolescence, if any) to date of

transfer or to the 180th day after the giving of the notice of

election whichever date occurs earlier; but in no event less

than the average annual gross revenue for the preceding three

calendar years of such existing system. In the event that such

public utility has elected relief under clause (i) above, it

shall be entitled as a part of such price to severance damages

far the loss of value of the unsold portion of the existing

system of such public utility; and in the event such public

utility has elected relief under clause (ii) above, the authority

shall assume all payments becoming due after the date of purchase

en all contracts and sbligations of such public utility which

payments if made by such a public utility would be includible as

expenses of operation subsequent to the date of transfer to the

authority under the system of accounting prescribed by the Public

Utilities Commission or which payments are pursuvant to contracts

for the delivery of assets by third persons or for the making or

completion of additions or improvements subsequent to said date of

transfer. In the event that the authority purchases such existing

system from such public utility pursuant to an election by the

latter under either clause (i) or (ii) above, the authority shall

indemnify and save and hold such public utility harmless from all

payments included in the preceding sentence and from any franchise

or contract liabilities to any public cerporation which

mature er accrue after such purchase and which were incurred

in connection with such existing system so purchased and

the portions of the mass rapid transit service formerly served
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with such existing system. The authority may at any time

enter into an agreement with each such public utility as to

the amount of such price.

Unless the authority and such public utility have

agreed upon the amount of the price required to be paid hereunder,

or unless they have agreed that the amount of such price shall

be established by arbitration and upon the method of naming

arbitrators and the method of conducting such arbitration, the

amount of such price may be fixed and judgment entered thereon

in a suit brought either by the public utility or by the

authority in the Superior Court of the State of California in

and for the county in which is located that portion of the

existing system to be acquired by the authority from such

public utility which is largest in value.

Any public utility whose patronage or revenues are

diverted, lessened or competed for by any act of the authority

which is in violation of this Section 4.20 shall be entitled to

injunctive relief against the authority to stop such violation.

The maintenance and operation, but not the extension

or rerouting, of any existing system acquired by the authority

from a privately owned public utility shall not be deemed to

be the establishment of a mass rapid transit service or system

within the meaning of this section.

Section 851 of the Public Utilities Code shall not




apply to any contract for sale or sale of an existing system

or portion thereof or other action taken pursuant to this

Section 4.20, and the Public Utilities Commission of the State

of California shall have no jurisdiction with respect thereto.

Sec. 26. Section 4.21 of said act is amended to read:

Sec. 4.21. ZRe-aubherity-shali-pay-be-each-publie
eorporabion-in-whieh-properiy-of-the-avbhority-is-sibuabed-an
ameuRb-squat-56-che-areuni-whiek-vonutd-be—fFatd-in-baxes-and
866e89meRES—~0R-sueh-sreperiy-if-it-were-privately—owned~——The
ameunb-of-sueh-paypenss—shall-be-eomputed-in-bhe-same-manner-as
baxes-er-assessrenbs—en-sueh-propersy-woutd-be—eempubed—if-3%
vere-privabely-ownedy-exeepb-shas-for-this-purpese-she-property
of-the-agubherity-shell-be-valued-ab-apprepriate-bimes-by-bhe-State
Beard-ef-Zqualtisabien;—and-ibs-devermination-thereof-chalti-be
£inat---Thig-seebion-shall-rob-be-applicable-to-bonds-issuecd

by-the-subherity+ Whenever the authority acquires an existing

privately owned system or portion thereof, the authority may

pay to each public corporation to which property taxes or

franchise payments have been paid by the public utility, the

property of which is acquired, a payment in lieu of taxes or

franchise payments in an amount not to exceed that theretofore

paid by the public utility with respect to the property which

has been acquired. The amount or amounts of such payments or

method of computing such amount or amounts, the time or times
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of payment, and the source or sources thereof may be fixed by agreement

between the authority and any public corporation, but no such agreement

shall be for a term of more than twenty-five (25) years.

Sec. 27. OSection 4.22 is added to said act, to read:

Sec. 4.22. Whenever it is claimed that a person has been injured

or any property damaged as a result of the negligence or carelessness

of the authority or of any of its officers or employees or agents

occurring during the course of their service or agency, a verified

written claim by the claimant himself or by his agent or by his

attorney for damages shall be filed with the secretary of the authority

within six (6) months after the accident occurred. The claim shall

specify the name and address of the claimant, the date and place of the

accident and the extent of the injuries or damages received. No civil

action shall be commenced against the authority or any officer or any

employee or agent thereof, upon any claim for which a verified claim is

required to be filed by this section, unless such verified claim has

been filed in the manner and within the time provided in this section.

Sec. 28. Section 5.13 of said act is amended to read:

Sec. 5.13. An indenture may include a clause relating to the bonds
issued thereunder which limits, restricts, or prohibits any right,
power or privilege of the authority to mortgage or otherwise encumber,

sell, lease or dispose of any part of the system acquired in whole or

in part in exchange for the issuance of the bonds or constructed from

the proceeds of the bonds, or to enter into any lease or agreement which
impairs or impedes the operation of the system,.or any part thereof,
necessary to secure adequate revenues or which otherwise impairs or
impedes the rights of the holders of the bonds with respect to such
revenues.
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Sec. 29. Section 5.14 of said act is amended to read:

Sec. 5.14. An indenture may include a clause relating to thé
bonds issued thereunder requiring the authority to fix, prescribe
and collect rates, fares, tolls, rentals or other charges in con-
nection with the services and facilities furnished from the system
or any part thereof, acquired, constructed or purchased from part
or all of the proceeds of the bonds, at least sufficient to pay the
principal of and interest on the bonds as they become due and payable,
together with all expenses of operation, maintenance and repair of
the system, and with such additional sums as may be required for any
sinking fund, reserve fund or other special fund provided for the
further security of such bonds or as a depreciation charge or other
charge in connection with such improvement.

Sec. 30. Section 5.32 of said act is amended to read:

Sec. 5.32. The authority may fix terms and conditions for the
sale or other disposition of any authorized issue of bonds. The
authority may sell bonds at less than their par or face value but no
bond may be sold at a price below the par or face value thereof which
would result in a sale price yielding to the purchaser an average of
more than six (6) per cent per annum, payable semi-annually, according
to standard tables of bond values. All bonds issued and sold pursuant
to this act shall be sold on sealed proposals to the highest bidder
after advertising for bids by publication of notice of sale once, not
less than ten (10) days prior to the date of sale, in a newspaper of

general circulation printed and published in the County of Los Angeles.




The authority may reject any and all bids submitted and may there-
after sell the bonds so advertised for sale at private sale under
such terms and conditions as it deems most advantageous to its own
interests, but the bonds shall not be sold at a price below that of
the highest bid which was rejected. The authority may contract loans
and borrow money through the sale of bonds to the United States of
America or any of its departments, agencies, or instrumentalities,
upon such terms and conditions as may be agreed to and such bonds
shall be subject to all other provisions of this act, except the
requirement that bonds be sold on sealed proposals to the highest

bidder after advertising for bids. In the event the authority desires

to issue its revenue bonds in exchange for an existing system or

portion thereof it may exchange such bonds for the existing system

or portion thereof or for the existing system or portion thereof plus

an additional amount of cash without advertising such bonds for sale.

Sec. 31. Section 5.43 of said act is repealed.

Sec. 32. Section 6.5 of said act is amended to read:

Sec. 6.5. Title to all property acquired by the authority, and
the revenues and income therefrom, is in the name of'the authority.
The title to any moneys, revenues, sinking funds, reserve funds and
other funds of the authority and the income thereof pledged to the
payment of the principal or any interest on any bonds issued hereunder
is subject to the trusts hereby created in favor of the bondholders.
The management, operation and control of the system and of every part
thereof, acquired, constructed or completed by the authority shall be

vested in the authority and the powers, rights, functions and duties of

D5



the authority with respect thereto shall not be interfered with y-exespt
that-the-autheritz-apd-the-proporiy-thersclf is —pubicet_to-the-Publis
Uiilities—Commissicn-te-the-sama-cxicri-as-a-private-uiility-apd-its

properiy-is ; provided, hnwever, that any revenue bond indenture may

require a contract with a Superintending Corporation and may provide

for certain powers of superintendence and operation to be exercised

by the Superintending Corporation, and may require that action on

certain matters by the authority be by a two-thirds vote af the

full number of the members thereof.

Sec. 33. Section 6.10 is added to said act, to read:

Sec. 6.10. The authority may enter into a contract with the owner

of an existing system for the purchase by the authority of such existing

system or any portion thereof and may purchase such system or partion

thereof substantially in accordance with the terms of such contract.

The authority may enter into such contract and may make such purchase

without such report as is hereinbefore in this chapter required and

may exchange its revenue bonds for such existing system (meaning,

wherever used in this Section 6.10, either an existing system, er any

partion thereof, as the case may be) or for such existing system plus

additional cash. In consideration, in whole or part, for such existing

system, or for such existing system plus additional cash, the authority

may issue its revenue bonds and it may undertake such obligations as

are provided by the indenture in respect thereef, and it may assume any

ar all contracts, obligations, indebtedness and liabilities of such

existing system or the owner thereof. In comnection with the murchase

of an existing system or portion thereof from a privately operated public

utility, the authority may indemnify and save and hold harmless the seller
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and its predecessors in interest and the officers, directors, stockholders,

employees and agents of any of them, past, present and future, and each of them,

from and against any obligation, liability, loss, cost, damage, forfeiture and

expense which may be incurred or suffered by or asserted against, or the per-

formance or payment of which becomes due from, the seller or any of such other

persons under or in connection with any franchise which is owned, enjoyed or

held by the seller at the time of the transfer of the existing system or portion

of system to the authority and was employed by the seller in furnishing transit

service with the system or portion of the system so transferred provided such

obligation, liability, loss, cost, damage, forfeiture or expense is incurred or

suffered or asserted, or the performance or payment thereof becomes due, either

by reason of or in connection with the transfer of the system or portion of the

system to the authority or by reason of or in connection with any matter, time,

action, omission, wviolation, election, demand, transaction or event subseguent

to such transfer. Section 851 of the Public Utilities Code shall not apply to

such contract, or to any sale of assets or other action taken pursuant to such

contract, and the Public Utilities Commission of the State of California shall

have no jurisdiction with respect thereto.

Sec. 34. Section 7.1 of said act is amended to read:

Sec. 7.1. BRupssant-te-Seebiens-L-J-and-L+:0;-the The authority
shall fix the rates, fares, tolls and other charges for all trans-
portation facilities comprising the system or any part thereof
acquired, constructed or completed under the terms of this act, for

the use thereof by any persons utilizing such facilities. Subject to
such contractual obligations as may be entered into by the authority
and the holders of the revenue bonds issued under this act, the

authority is authorized to change such rates, fares, tolls and charges
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from time to time as conditions warrant. All rates, fares, tolls

and charges shall be at all times fixed to yield annual revenue

at least equal to annual operating and maintenance expeﬁses, including
insurance costs and all redemption payments and interest charges on
the revenue bonds at any time issued and outstanding hereunder, as

the same become due , all sums required for sinking funds, reserve

funds or other trust funds, or otherwise required to comply with the

provisions of any covenant in the revenue bond indenture or indentures

pursuant to which such revenue bonds have been issued . The bond

redemption and interest payments shall constitute a first, direct and
exclusive charge and lien on all such rates, fares, tolls and charges
and other revenues and interest thereon, and sinking funds created
therefrom, received from the use and operation of the system; and all
such rates, fares, tolls, charges and other revenues, together with
interest thereon, shall constitute a trust fund for the security and
payment of such bonds and, except as and to the extent provided in any
indenture with respect to the payment therefrom of expenses for other

purposes including administration, operation, maintenance, improvements

or extensions of the system, shall not be used or pledged for any other

purpose so léng as such bonds, or any of them, are outstanding and unpaid.
The authority may provide that the rates, fares, tolls and charges estab-
lished are minimum rates, fares, tolls and charges and subject to increase
or decrease in accordance only with the terms of the indenture under which

the revenue bonds are issued.
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Sec. 35. Section 1l.1l of said act is amended to read:

Sec. 11.1. The proceeds from the sale of all bonds authorized
under the provisions of this act may be paid upon the direction
of the authority either to the treasurer of the authority as
custodian of the special trust fund, which fund is created by
Section 11.2 hereof, to be held for the account of the authority,
or may be paid direct to any bank or trust company designated as
the fiscal agent and depositary of the authority, as in this act

provided. In the event a part of the cash proceeds of the sale or

exchange of bonds is to be used for operating funds of the authority,

such proceeds or part thereof may be placed in any fund designated

in the indenture pursuant to which the bonds are issued.

Sec. 36. Section 11.11 is added to said act, to read:

Sec. 11.11. Notwithstanding any of the foregoing provisions

of this chapter, the revenue bond indenture may specify the fund

or funds into which any part of the proceeds from the sale or

exchange of the bonds shall be paid and the uses of such fund or

funds. The revenues likewise may be payable into such fund or

funds as may be provided in said indenture and shall be used only

as authorized in said indenture.

Sec. 37. Section 12.1 of said act is amended to read:

Sec. 12.1. The authority, and its officers and agents may perform
such acts and enter into such agreements with-the-zutherits  , not

inconsistent with law, as my be necessary or desirable in connection
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with the duties and powers conferred upon the authority by this
act, in the matter of acquiring, constructing, completing,
maintaining, operatinsz, repairing or insuring or replacing the
system or any part thereof acquired, constructed or completed
under this act, for the safeguarding of funds and revenues
required for the purposes of this act, and for the payment of
the revenue bonds issued pursuant to this act.

Sec. 38. Section 13.4 of said act is repealed.
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Table I

Los Angeles Transit Iines

CONDENSED SUMMARY OF VALUATION
As of September 30, 1954

Iten Original Reproduction
No. Cost Cost
)
A - With Rail and Bus Operations as on 9/30/54

1 Valuation as of 9/30/54 $50,432,985 $ 87,766,992
2 Deduct Non Operative Property 2,260,742 L44213,732
3 Deduct Qmissions and Contingencies 309,895 " 539,217
L Valuation Adjusted BL7 5862 ,3L8 B 83,014,043
5 Non Depreciable Property 5,157,992 551575992
6 Depreciable Property 42,701,356 77 ,856;051
7 Accrued Depreciation 28,976,611, 52,628,445
8 Valuation Less Accrued Depreciation 18,865,734 30,185,598
9 Msterials and Supplies 924,732 921,732
10 Net Valuation as of 9/30/54 $ 19,810,466 $31,110,330

B- With pirst.- Stage of Bus Substitution for Rail Service

11 Net Valuation as of 9/30/54 (Item 10) $19,810,466 $31,110,330
12 Net Conversion Retirements 3,308,579 4,369,399
13 Cost of Bus Substitution 2,505k 2,5L); 483
BVA Net Retirement 761,309 1,824,916

15 Net Valuation with Bus Conversion $19,04,6,370 $29,285,51%

EXHIBIT "B"

ARTHUR C. JENKINS, CONSULTING ENGINEFR, SAN FRANCISCO



EXHIBIT C

Certain Contracts of your Company, Los Angeles Transit Lines

I. Relating to employees:

A. Los Angeles Transit Lines Retirement Income Plan pro-
mulgated as of August 17, 1948, as amended June 1,
1952, and related Agreement of Trust of even date with
Plan with Bank of America National Trust and Savings
Association, as Trustee.

B. Special Roll - An unfunded pension plan for employees
of Los Angeles Transit Lines not included within
Los Angeles Transit Lines Retirement Income Plan,
which entitles those retired and the others upon
retirement to monthly payments for life at the rate
of 1% per month of the highest monthly salary multi-
plied by the number of years of service.

C. Group Insurance Plan with Aetna Life Insurance Company
providing life insurance for both retired and active
employees.

B Obligations to three employees for life for monthly pay-
ments on account of injuries received during employment
prior to the acquisition of Workmen's Compensation
insurance.

E. Los Angeles Transit Lines Medical Plan.

F. Contract dated August 22, 1955 with Transportation Union,
Div. 1277, covering operating conditions, rates of pay,
etc. for two year period ending May 31, 1957 as the same
may be extended or replaced for a subsequent period.

IT. Leagses:
As Company as lessee -

) 4 Two leases from Pacific Electric Land Company of
property used as Division No. 6 which lies between
Pico Boulevard and Venice Boulevard, commonly
known as 4810 West Pico Boulevard, Los Angeles,
one of which leases is dated July 5, 1940 and is
supplemented by agreement dated October 10, 1951
and the other, which is called "Lease and Agree-
ment," is dated February 21, 1949; in which
Pacific Electric Railway Company is also a lessor.

s



5.

Leases of various properties for terminal purposes.

Leases of properties for installation and
maintenance of toilet facilities.

Agreement dated July 20, 1953 with AT&SF requiring
payment of one-half estimated cost of flashing
lights at crossing in Pacific Boulevard near

Santa Fe Avenhue and at Avalon Boulevard and Slauson
Avenue, and miscellaneous agreements with railroads
relating to maintenance of track and crossings and,
in some cases, flagmen.

Leases for use of poles in whole or in part.

Company as lessor -

1.
2.

Leases for use of poles in whole or in part.

Leases to various tenants of office and other space
in Los Angeles Transit Building at 1060 South
Broadway, Los Angeles.

Advertising Space Lease dated April 30, 1947 to
California Transit Advertising, Inc. as supplemented
covering carcard space in street cars and buses,
which expires December 31, 1958.

Leases to concessionnaires at various locations on
rights of way and other properties of the Company.

License agreements and permits:

(a) Relating to installation, maintenance and
operation by your Company of energy trans-
mission lines and other facilities, and
telephone or radio communication system.

(b) Joint Pole Committee Agreement with public
utilities and public bodies, dated October 10,
1906, for ownership, maintenance and use
jointly of poles, attachments and kindred
facilities, which has been supplemented several
times including January 1, 1955 supplement
providing for pension plan of employees of
Joint Pole Committee.

(c) Permits for attachment by your Company to

properties of trolley wire supports by eye-
bolts or otherwise, or for anchors.
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(d) To the City of Los Angeles, to County of
Los Angeles and to other public bodies for
installation and maintenance of traffic
signals, and for other purposes.

(e) To others, which in some cases are easements,
for instellation, maintenance and operation
by them of various conduits, water mains, gas
lines, communication facilities, flood control
facilities, signs and similar structures.

(f) From Transit Research Corporation for use of
patents in PCC cars owned and operated by your
Company, which require royalties.

Supply and service contracts by your Company withs:

D.

A.

Standard 0il Company of California covering all petroleum
requirements for calendar year 1956.

Firestone Tire & Rubber Company for lease of tires and
tubes used by your Company, which expires July 31, 1958.

Southern California Edison Company dated September 13,
1954 for supply of electric energy, which expires
September 12, 1956.

With various persons, firms, and corporations relating to
furnishing of materials and supplies or services.

Insurance:

Policies with Transit Casualty Company, St. Louis, Missouri,
for Comprehensive General Liability Policy providing bodily
injury liability and property damage liability coverage, and
for Standard Workmen's Compensation and Employer's Liability
coverage, and Agreement, as amended and supplemented, of
your Company with Transit Casualty Company, providing for
such coverages for the ten year period begun January 1, 1955;
except that in respect Of premiums computed on gross
passenger revenue received by your Company prior to Closing
Date, your Company shall be responsible for payment of such
premiums, including any additional premium, and be entitled
to refund of unabsorbed portions, if any, of the foregoing
premiums paid by your Company, whether determined before or
after the Closing Date.

Fire and miscellaneous policies of insurance with various
companies.

e



Miscellaneous contracts.

A. As member of California Transit Association to provide
pension for W. V. Hill, Manager.

B. With certain United States Post 0ffices covering trans-
portation of mail carriers.

C. Membership in American Transit Association, California
Transit Association, Chambers of Commerce, Los Angeles
Chapter of National Safety Council, and like organizations.

B With Occidental Life Insurance Company under which annual
premiums on policies held by the Trustee under the
Retirement Income Plan may be advanced as a loan to the
insurance company.

E. With holders of outstanding fare tokens, and tickets.

B, With Pacific Electric Railway Company relating to settle-
ment of claims arising out of collisions between its
vehicles and those of your Company.

Ge To extend public school student rates of fare to students
of certain private schools.

H. For payment of accrued vacation compensation.

I. With City of Huntington Park relating to use of RM in
Pacific Boulevard for street purposes.

J. Reservations in dedication of rights of way to City of
Los Angeles for street purposes and obligations thereunder.

K. With railroads relating to use or joint use of certain of
their rail lines and other facilities, and for purchase of
electric energy.

L. With Pacific Electric Railway Company for purchase of
electric energy in case of certain emergencies and for
use of feeder lines.

M. With schools and public agencies for furnishing bus
service for hire.

N. With verious persons, firms and corporations relating to

token refund plans and to advertising by others on transfers
or in publications of your Company or by your Company.

wtim



With persons devoting full time to your Company as employees
of Railway Equipre nt & Realty Company, Ltd. under contract
dated May 31, 1951, as amended, who may be re-employed prior
to the Closing Date by your Company, for the restoration of
their Special Roll rights as though their employment had
been continuous since they were originally employed by

your Company.

With public school districts relating to purchase of
student's fare books.

With State Division of Highways relating to construction
of bridges.

With International Business Machine Company and others
for use of equipment and services for terms not exceeding
one year.



EXHIBIT D
Part One

PARCEL 1: Lots 7, 8 and 9 in Block E of Palmy Heights, in
the County of Los Angeles, State of California, as per map
recorded in Book 10 Page 126 of Maps in the office of the
County Recorder of said County.

Subject only to:

(1) Easements for pipe lines reserved by Janss
Company in the following deeds: Of Lot 7
recorded in Book 4273 Page 74 of Deeds; of Lot

8, recorded in Book 4121 Page 52 of Deeds; and

of Lot 9, recorded in Boolz 3613 Page 159 of Deeds.

(2) Covenants, conditions, and restrictions
imposed by deeds above mentioned.

PARCEL 2: ZLots 1, 2 and 4 of Power Plant Tract No. 1, in
the City of Los,Angeles, County of Los Angeles, State of
California, as per map recorded in Book 9 Page 75 of Maps
in the office of the County Recorder of salid Countye.

EXCEPTING from said Lots 1 and 2 that portion thereof included
within the land described in deed from Los Angeles Railway
Company to Southern Pacific Railroad Company, recorded in

Book 2204 Page 222 of Deeds.

AISO a rectangular parcel of land, being a portion of Lot 3 of
the Power Plant Tract No. 1, as shown on map recorded in

Book 9, Page 75 of Maps, in the office of the County Recorder
of said County; the boundary lines of said parcel being
described as follows:

Beginning at that certain corner in the Northeasterly boundary
line of said Lot 3, distant South 49° 51t 30" East 175.06 feet
thereon from the most Northerly corner of sald lotj; thence
North 40° 08! 30" East 37.33 feet along the Northwesterly boun-
dary of said lot; thence South 49° 51t 30" East 172.51 feet
along the Northessterly line of said lotj; thence South 39° 40t
West 37.39 feet along the Southeasterly boundary of Lot 3;
thence Northwesterly in a direct line to the point of beginning.

Subject only to (1) A highway easement to City of Los
Angeles of irregular strip adjoining and now used
as part of Central Avenue, Los Angeles.

(2) An agreement between Los Angeles Transit Lines
and the City of Los Angeles in re oversize building
on Lot 2, recorded November 7, 1946 in Book 23917
Page 93 of Official Records.
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PARCEL 3: Lot 1 of Tract No. 8784, in the City of Los Angeles,
County of Los Angeles, State of California, as per map recorded

in Book 116 Page 84 of Maps in the office of the County Recorder
of said County.

Subject only to:

. A reservation, affecting that
portion of Tract No. 8784 included within the
lines of Lots 3 to 22 inclusive, 2%, 29, and

30 in Block "F" of Park Place, as per map
recorded in Book 5 Page 51 of Maps, and the
alley adjoining said Lots on the South, as

shown on said map, of all water developed or
that may be developed on or derived from said
premises that shall not be necessary for all
uses thereon and also the right to remove

from said land and use all such surplus water,
as contained in various deeds of record from
Huntington Land and Improvement Company, and
affecting the West 10 feet of Lot 15 in Block
"F" of said Tract, in a deed from D. G. McClay
to Jacob Ross, recorded in Book 2050 Page 64

of Deeds.

PARCEL 4: Those portions of Lots 24 and 25 of Hunter Highland
View Tract, in the City of Los Angeles, County of Los Angeles,
State of Celifornia, as per map recorded in Book 4 Page 570 of
Miscellaneous Records in the office of the County Recorder of
said County, bounded on the East by the Los Angeles Railway
right of way and bounded on the West by Avenue 27 as said
Avenue is shown on the map of Rio Vista Tract recorded in Book

11 Page 177 of Maps in the office of the County Recorder of
said County.

Subject only to:

(1) Right to convey water along the
lines of Lot 24 for irrigation of other lands in
same tract, as reserved By G. W. Morgan and A. H.
Judson in deed to L. F. Gay, recorded in Book 98
Page 66 of Deeds.

(2) An easement for street purposes
‘over the Southwesterly 65 feet of said portion of
Lot 25 now within the lines of Avenue 26, as set
forth in deeds from Freeman Gay et al, to the City
of Los Angeles, recorded in Book 1105 Page 228 and
in Book 2389 Page 142 of Deeds.

PARCEL 5: (a) Lots 45, 46, 47, 48, 49, 50, 51, 52, the North=-
casterly 125 feet of Lot 53, Lots 5%, 5%, 56, 57, 58, and the
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Northerly 50 feet of Lots 62, 63, and O of Forman's Subdivi-
sion of the lJest 20 acres of Lot 8 in Block 36 of Hancock's
Survey, in the City of Los Angeles, County of Los Angeles,
State of California, as per map recorded in Book 21 Page 20
of Miscellaneous Records in the office of the County Recorder
of said County;

(b) All that parcel of land situated in the said City and
County of Los Angeles, State of California, to wit:

Beginning at a point on the Southerly line of Twelfth Place,
formerly Girard Street, said point being the most Easterly
corner of Lot 55 of Forman's Subdivision, as per map recorded
in Book 21 Page 20 of Miscellaneous 3lecords in the office of
the County Recorder of said County; thence South 270 50' West
200 feet; thence South 0lo 38t East 350 feet along a line
parallel with the said Southerly line of Twelfth Place; thence
North 270 50! Hast 200 feet to the said Southerly line of
Twelfth Place; thence North 610 38! llest 350 feet along the
said Southerly line of Twelfth Place to the point of beginning.

Subject only to the right to construct, maintain
and operate a line of poles and wires and other
necessary fixtures for the transmission of electric
energy over and across a portion of Lots 58 and O, as
granted to City of Los Angeles, by deed recorded in
‘Book 2910 Page 346, Official decords.

PARCEL 6: Lot 33 of Tract No. 1093, in the City of Los Angeles,
County of Los Angeles, State of California, as per map recorded
in Book 17 Page 80 of Maps in the office of the County Recorder
of said County; except that portion lying South of the Westerly
prolongation of the Northerly line of 57th Street as shown on
map of Chesterfield Square recorded in Book 21, Pages 90 and 91
of Maps in the office of said County Recorder.

Subject only to:

(1) An easement for the construction, operation and
maintenance of an outfall sewer, in and along the

BEast 30 feet of Parcel & and other land, together with
the right to enter upon, to pass and repass over and
along said strip whenever and wherever necessary, as
granted to City of Los Angeles by deed recorded in
Book 2009 Page 18 of Deeds.

(2) Unrecorded easement for Department of Water &
Power, City of Los Angeles, for installation and main-
tenance of electric transmission line.

PARCEL 7: (a) Lots 96 to 139, both inclusive, of the May Tract,
in the City of Los Angeles, County of Los Angeles, State of

California, as per map recorded in Book 1l Page 62 of Miscel-
laneous Records in the office of the County Recorder of said County.

(b) Lots 1 to 26, both inclusive, and Lots ;7 and 48 of Goldsworthy
3



and Chronis' Subdivision of the Clement Tract, in the City of
Los Angeles, County of Los Angeles, State of California, as
per map recorded in Book 24 Page 47 of Miscellaneous Records
in the office of the County Recorder of said County.

(¢) The West 45 feet of Lots 6 and 7 in Block "O0" of the Walnut
Grove Tract, in the City of Los Angeles, County of Los Angeles,

State of Cslifornia, as per map recorded in Book 22 Pages 9 and

10 of Miscellaneous Records in the office of the County Recorder
of sald County.

EXCEPT about 6-1/2 feet off the North side of said Lot 6 conveyed
to the City of Los Angeles for opening Fifteenth Street by deed
recorded in Book 1070 Page 145 of Deeds.

PARCEL 8: Lot 8 of Tract No. 14256, in the city of Vernon, as
per map recorded in Book 337 pages 25 to 28 inclusive of Maps,
in the office of the county recorder of said county.

EXCEPT thast portion of said lot lying southeasterly of a straight
line extending from a point in the easterly line of said lot
bearing South 1° 32' 35" East, 188.11 feet from the northeast cor=-
ner of said lot 8, to the most southerly corner of said lct 8.

ALSO those portions of lots 22, 23, 24 and 25 of Block 50 of
Huntington Park Extension No. 2, in the city of Vernon, as per
map recorded in book 11 page 6 of Maps, in the office -of “the
county recorder of said county, described as follows¢

Beginning at the southwesterly corner of said lot 24; thence
along the westerly line of said lats 24 and 25, North 0° 17! OO"
East 141.85 feet; thence South 89° L3' OO" East 127.60 feets
thence parallel with said westerly line, South 0° 17' 00" West
170.85 feet to a point in the northeasterly curved line of
Pacific Boulevard, as shown on said map of Huntington Park
Extension No. 2, said curved line being concave to the south-
west and having a radiys of 1015.37 feet, a radial line from said
point bearing South 16° 47' 00" West; thence westerly along said
curve line, 130.94% feet to the point of beginning, a raedial line
from said point of beginning bearing South g0 23t LO" West.

Subject only to:

(1) An easement over said land for
pole lines and appurtenances, all poles to be
grected and maintained within 1 foot of the
following described lines:



Beginning at an existing pole numbered 14823E
located in the southerly side of Vernon Avenue,

as now established along the north line of said lot
25 approximately 60 feet east of the northerly pro-
longation of the west line of said lot 25; thence
southwesterly, apgroximately 75 feet to Pole No.
340962E, located 8 feet easterly, measured at right
angles from the west line of said lot 25; thence
southerlﬁ, parallel with the west lines of said lots
25 and 24, a distance of approximately 240 feet to
Pole No. 340964E, thence easterly, a distance of

100 feet, more or less, to Pole No. 340965E; thence
southerly approximately parallel with the southerly
prolongation of the west line of said lot 25, a dis-
tance of 153 feet to Pole No. 340966E, located in
the northerly side of Pacific Boulevard, 112 feet,
more or less, southeasterly from the southerly pro-
longation of said west line of lot 2U;

Also beginning at said Pole No. 340965E; thence
easterly, a distance of 110 feet to Pole No. 14062C;

Also beginning at Pole No. 340965E; thence northerly
a distance of 90 feet to Pole No. 25456C; with right
of accessj also the right to trim or top such trees
as may endanger or interfere with said lines, as
granted to Southern California Edison Company, Ltd.,
by an instrument recorded February 23, 1946 in book
22816 page 284, Official Records and re-recorded in
book 22856 page 391, Official Records.

(2) An easement for a pole line and
appurtenances over a strip of land 14 feet wide
described as:

Beginning at a point in the west line of said block
50, distant North 00 17' East 141.85 feet from the
southwest corner of said block; thence North 0° 17!
East 280.95 feet to the northwest corner of said
block; thence North 8809 15! East 14.01 feet; thence
South 0° 17! West 281.45 feet; thence North 8% L3t
West 14 feet to the point of beginning;

With free access thereto and the right to trim or top
guch trees as may interfere with said line, as re=-
served by Los Angeles Transit Lines in deed recorded
February 23, 1946 in book 22789 page 366, Official
Records.



PARCEL 9: Lots 1 and 2 in Block 11 of Electric Railway Homestead
Association, in the City of Los Angeles, County of Los Angeles,
State of California, as per map recorded in Book 14 Pages 27 and
28 of Miscellaneous records in the office of the County Recorder
of said County.

Subject to:

(1) Unrecorded easement to Department of Water &
Power, City of Los Angeles, for installation and
maintenance of electric transmission line,

(2) Unrecorded easement to Pacific Telephone &
Telegraph Company for installation and maintenance
of service lines.

PARCEL 10: Lots 9 and 10 in Block 18 of Grider and Hamilton's
Highland Park, in the City of Los Angeles, County of Los Angeles,
State of California, as per map recorded in Book 8 Page 106 & 107
of Maps in the office of the County Recorder of said County.

Subject only to covenants, conditions, and restrictions
imposed by deeds of Lt 9 from L. M. Grider et al, recorded in
Book 3340 Page 112 of Deeds; from Charles De Munbrun, recorded
in Book 3326 Page 255 of Deeds, from Jacob Anerson, recorded in
Book 3601 Page 317 of Deeds, and re-recorded in Book 4604 Page
133 of Deedsj; from Albert Keefover and wife, recorded in Book
4611 Page 89 of Deeds; from William F. Phelps et al, recorded in
Book 4738 Page 109 of Deeds; and from Ansell E. Phelps, recorded
in Book 5634 Page 99 of Deeds, and affecting Lot 10 in deed from
L. M. Grider et al, recorded in Book 2771 Page 203 of Deeds.

PARCEL 11: Lot 9 in Block 1 of the Subdivision of the East por-
tion of the Jeffries Tract, East Los Angeles, in the City of Los
Angeles, County of Los Angeles, State of California, as per map
recorded in Book 21 Page 10 of Miscellaneous Records and in Book
29 Page 44 of Miscellaneous Records in the office of the County
Recorder of said County.

PARCEL 12: That portion of Lot 7 of Tract No. 7795, in the City
of Inglewood, County of Los Angeles, State of California, as per
map recorded in Book 88 Page 51 of Maps in the office of the
County Recorder of said County, described as follows:

Beginning at a point in the West line of szid Lot 7, distant
South thereon 223.40 feet from the Northwesterly corner thereof;
thence East at right angles 95 feet; thence South at a right
angle and parallel with the West line of said Lot 7, 57 feet;
thence South 80° 43! 15" West 96.26 feet, more or less, to a
point in the West line of said Iot distant 72.52 feet South from
the point of beginning; thence North along said West line 72.52
feet to the point of beginning.

Subject only to:

(1) An easement for an outfall sewer with laterals
-leading therefrom, as granted to City of Locs Angeles
by deeds duly appearing of record.
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(2) Agreement of Sale to Inglewood Park Cemetery
Association, to sell after abandonment of land for
substation purposes.

PARCEL 13: Lots 4, 7, 8, 9, 10, and 12 of the Arthur L. Hodges
Tract, in the City of Los Angeles, County of Los Angeles, State
of California, as per Map recorded in Book 7 Page 118 of Maps in
the office of the County Recorder of said County.

Subject to:

(1) Unrecorded easement to Department of Water &
Power, City of Los Angeles, for installation and
maintenance of electric transmission line.

(2)) Unrecorded easement to Pacific Telephone &
Telegraph Company for installation and maintenance
of service lines.

PARCEL 14: A parcel of land in the City of Los Angeles, County
of Los Angeles, State of California, including a portion of Lot
2 of the Los Angeles Land Company's Tract No. 1, as recorded in
Book 4 Page 88 of Maps in the office of the County Recorder of
said County, described &s a whole as follows:

Beginning at the Southeast corner of Lot "A" of Tract No. 2173,
as per map recorded in Book 23 Page 49 of said Map Records, in
the Westerly line of Los Angeles Streetsj; thence along the
Westerly line of said Street, South 440 25! 45" West 74.86 feet
to a point distant Northerly 81.75 feet from the intersection of
said Westerly line of Los Angeles Street with the Northerly line
of Marchessault Street as said Northerly line is defined by the
City Engineer of said Citys; thence North 48° 09' 20" West 107.15
feet, more or less, to a point in the Easterly line of Olvera
Street, said Easterly line being distant Easterly 20 feet,
measured at right angles, from said City Engineer's Traverse
line in the approximate center of said Olvera Street, said point
being distant Northerly 84.70 feet from the intersection of said
Easterly line of Olvera Street with said Northerly line of
Marchessault Street; thence along said Easterly line of Olvera
Street, North 36° 58! 20" East 74.65 feet to the Southwest corner
of said Lot "A", of Tract No. 2173; thence along the Southerly
line of said Lot "A", South 48° 21' 05" East 116.85 feet, more
or less, to the point of beginning.

Subject only to:

(1) The interest, if any, acquired by William
Ferguson under tax deed from the State of California,
recorded in Book 53 Page 34 of Deeds in and to that
portion of Parcel 1% included in Lot 1 of Tract No.
1, recorded in Book 9 Page 98 of Miscellaneous
Records, which interest was subsequently conveyed by
sald William Ferguson to Refugio O. de Olvera by
deed recorded in Book 54 Page 494 of Deeds.
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(2) The effect of an order issued on December
13, 1901 out of the Superior Court in and for
San Diego County, in the matter of the Estate
of one Refugig 0. de Olvera, deceased (Case No.
1575 of said Court), confirming the sale of
certain property situsted in Los Angeles County,
recorded in Book 1518 Page 209 of Deeds.

(3) The effect of a notice of action and action
for condemnation brought by the State of California
against Carl Patrick Gibbs, Los Angeles Transit
Lines, et al. Notice recorded April 22, 1955 in
Book 47515 Page 270 Official Records. Action bears
Superior Court Los Angeles County No. 643190.

PARCEL 15: Lots 4 and 5 of W. F. Thorne's Resubdivision of

Lots 1 to 125 inclusive of the Hawthorne Tract, in the City

of Los Angeles, County of Los Angeles, State of California,

as per map recorded in Book 6 Page IOé of Maps in the office
of the County Recorder of said County.

Subject only to covenants, conditions, and re=-
strictions imposed by deed from Title Guarantee and
Trust Company, recorded in Book 2424, Page 88 of
Deeds, affecting Lot 4, and by deed from William F.
Thorne, recorded in Book 2856 Page 218 of Deeds,
affecting Lot 5 and by Declaration of Establishment
of conditions and restrictions recorded in Book 7569
Page 217, Official Records, affecting both lots.

PARCEL 16: The real property situated in the City of Los
Angeles, County of Los Angeles, State of Califcrnia, bounded
and described as follows:

Beginning at the Southwest corner of Lot 12 of W. B. Thompson's
Tract, as per map recorded in Book 3 Page 42 of Mapsj; thence
Easterly along the Southerly line of said Lot, 140 feet to

the Westerly line of an alley shown on map of W. B. Thompson's
Tract, as per map recorded in Book 6 Page 19 of said Magp
Records; thence Southerly along the Westerly line of said
alley, 55.51 feet, more or less, to the Northerly line of
Sixth Street, as shown on map first above referred toj; thence
Westerly along said Northerly line of Sixth Street, 140 feet

to the Easterly line of Soto Street, as shown on last mentioned
map; thence Northerly along said Easterly line of Soto Street,
55.51 feet, more or less, to the place of beginning.

Subject only to:

(1) An easement for water ditch and pipe line for
conveying water for irrigation through said land, as
reserved in deed from Wm. H. Workman and Maria E.
Workman, redorded in Book 78 Page 613 of Deeds.

(2) An easement for street purposes over that
portion of Parcel 16, described as Parcel 50,

8.



as condemned for the widening of Soto Street
by final decree of condemnation entered in
Case No. 268770, Superior Court, a certified
copy thereof being recorded in Book 15132
Page 254, Official Records.

PARCEL 17: That portion of Lot 4 of Tract No. 2411, in the
City of Los Angeles, County of Los Angeles, State of California,
as per map recorded in Book 26 Pages 77 to 79 inclusive of Maps
in the office of the County Recorder of said County, described
as follows:

Beginning at the most Easterly corner of said Lot h; thence
South 890 31! 15" West along the Northerly line of said Lot
357.57 feet to an angle point thereon; thence continuing along
said Northerly line South 86° 34t 30" West 94.01 feet to the
true point of beginning of this description; thence from said
true point of beginning South 0° 07! 00" East 130.5 feet, more
or less, to the Northerly line of Fortieth Place, prolonged
Westerly as said Fortieth Place is shown on map of Figueroa
Square recorded in Book 6 Page 154 of Mapsj; thence Westerly
along said prolongation. of the Northerly line of Fortieth Place
to the Easterly line of Hoover Street; thence Northerly on said
Easterly line of Hoover and Easterly on the Southerly line of
Santa Barbara Avenue to the true point of beginning.

PARCEL 18: Lots 8 and 9 in Block 2 of Charles Victor Hall Tract,
in the City of Los Angeles, County of Los Angeles, State of
California, as per map recorded in Book 26 Page 65 of Miscellaneous
Records in the office of the County Recorder of said County.

PARCEL 19: Lots 8 and 18, except the Northerly 134 feet of Lot
18, in Block E of the Knob Hill Tract, in the City of Los
Angeles, County of Los Angeles, State of California, asper map
recorded in Book 10 Page 97 of Miscellaneous Records in the
office of the County Recorder of said County.

PARCEL 20: Lot 24 of the Addition to E. H. Workman Tract, in
the City of Los Angeles, County of Los Angeles, State of
California, as per map recorded in Book 7 Page 2 of Miscellaneous
Records in the offiee of the County Recorder of said Countye.

ALSO that portion of the strip of land 12 feet wide marked
"private" on said map which lies North of and adjoining said
Lot 24 and between the prolonged Southeasterly and Northwesterly
lines of said Lot.

Subject only to an easement over that portion
of Parcel 20 condemned for opening and widening,.
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Broadway, in Case No. B-5973 Superior Court. A certi-
fied copy of said decree of condemnation was recorded
May 22, 1919, in Book 6860 Page 107 of Deeds. The por-
tions of said property taken for opening said street
are described as follows:

Commencing at a point in the Southwesterly corner of

Lot 24 of Addition to E. H. Workman Tract, as per map
recorded in Book 7 Page 2 of Miscellaneous Records of
said County, running thence Northerly and along the
Westerly line of said Lot 24, a distance of 175 feet to
the Northwesterly corner of said Lot 243 thence Easterly
and along the Northerly line of said Lot 24, a distance
of 37.78 feet to a pointj; running thence Southerly in a
direct line 176.48 feet to a point in the Southerly line
of said Lot 24, which point is distant 15.72 feet Easterly
from the Southwesterly corner of said Lot 24, running
thence Westerly along the Southerly line of Lot 24, a
distance of 15.72 feet to the point of beginning.

ALSO commencing at a point in the Northwesterly corner

of Lot 24 of Addition to E. H. Workman Tract, as per map
recorded in Book 7 Page 2 of Miscellaneous Records of

said County, running thence Northerly and along the
Northerly prolongation of the Westerly line of said Lot
24, a distance of 12 feet to a point in the Southerly

line of an alley, the same being the first alley lying
Northerly of 11th Street; running thence Easterly and
along the Southerly line of said alley a distance of 39.29
feet to a point; running thence Southerly a distance of
12.10 feet to a point in the Northerly line of Lot 24,
which said point is distant 37.78 feet Easterly from the
Northwesterly corner of said Lot 24; thence running Westerly
and along the Northerly line of said Lot 24 a distance of
37.78 feet to the point of beginning.

PARCEL 21: Lots 2, 3 and 4 in Block "V" of Tract No. 5580,
in the City of Los Angeles, County of Los Angeles, State of
California, as per map recorded in Book 62 Pages 24 and 25

of Maps in the office of the County Recorder of said County.

Subject only to:

(1) Easements for pole lines, conduits, and
incidental purposes over a strip of land 3

feet in width along the entire rear of said
lots, as reserved in deeds from Title Guarantee
and Trust Company, recorded in Book 5103 Page
313, Official Records, as to Lot 4, and recorded
in Book 15967 Page 212, Official Records, as to
Lots 2 and 3.

(2) The right to any deposits of oil, gas or
other hydro-carbon substances and water, but
without right of entry, as reserved in last
above mentioned deeds.

10.



(3) Covenants, conditions, and restrictions
imposed by deeds last above mentioned.

(4) Such rights or easements as the City of

Los Angeles (as successor to Los Angeles Gas &
Electric Corporation) may have in or over the

rear 3 feet of said land, for pole lines, conduits
and incidental purposes, as disclosed by a decla-
ration by the Department of Water & Power of said
City of Los Angeles, recorded in Book 15597 Page
41, Official Records.

PARCEL 22: Lot 198 of Tract No. 2917, in the City of South
Gate, county of Los Angeles, State of California, as per map
recorded in Book 35 Pages 24 and 25 of Maps in the office

of the County Recorder of said County EXCEPT that portion
thereof described as follows:

Commencing at the southwest corner of said Lot 198;
thence south 82° 55' 45" east fifty-two and no one-
hundredths (52.00) feet to a point, which is the point

of beginning of this description; thence north 07° Ok! 15"
east seventy-seven and no one-hundredths (77.00) feet to
a point; thence north 52° O4' 15" east eleven and
thirty-one one-hundredths (11.31) feet to a point;

thence south 820 55' 45" east fifty and no one-hundredths
(50.00) feet to a points; thence south 07° O4' 15" west
seventy-seven and no one-hundredths (77.00) feet to a
points thence south 52° O4' 15" west eleven and thirty-
one one-hundredths (11.31) feet to a point; thence north
820 55! 45" yest fifty and no one-hundredths (50.00) feet
to the point of beginning of this description.

Subject only to:

(1) A right of way for pipe lines, pole lines and
incidental purposes, as reserved by Security Trust
& Savings Bank in deed recorded in Book 6561

Page 97 of Deeds.

(2) Covenants, conditions, and restrictions
contained in the last zbove mentioned deed and

as contained in a Eurported modification thereof
recorded in Book 14662 Page 7i, Official Records.

(3) An easement for public street purposes over
the Easterly 10 feet, as granted to the City of
South Gate by deed recorded in Book 16207 Page 210,
Official Records.

(4) An easement for a pole line over the Northerly
one foot of this Parcel, created by Deed recorded May 20,
1943 in Book 19980 Page 348 of Official Records.

11,



PARCEL 23: Lot 41 of Tract No. 2289, in the City of Los
Angeles, as per map recorded in Book 22 Page 60 of Maps, in
the office of the County Recorder of said County.

Subject only to the right to use and maintain that
part of the existing building and party wall which
encroaches upon Lot 40 of said Tract 2289, which
right shall be effective only so long as the building
is maintained on the land hereby conveyed, and shall
cease and determine upon the removal of said building;

The right to use and maintain as a party wall the wall
now existing gartly on Lot 40 and partly on Lot 41 of
said Tract 2289, for the maintenance and support of
the building now existing on said Lot 40 of Tract 2289,
which right of way shall be effective only so long as
said building is maintained on said Lot 40, and shall
cease and determine upon the removal of said building,
as reserved by Huntington Land and Improvement Company,
a corporation, in deed recorded May 27, 1949 as
Instrument No. 2047.

SUBJECT as to all of the above Parcels to taxes' and assessments
not delinquent, other than assessments assessed against local
benefits of a kind tending to increase the value of the
property assessed.

SUBJECT also as to Parcels 1, 4, 22 and 23 to License
Agreements for concession stands.

SUBJECT also as to Parcel 20 to leases made in the ordinary
course of business.

SUBJECT also to easements as to all the above parcels granted
to existing public utilities.

SUBJECT also to the effect of Los Angeles City Franchise
Ordinances.
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Part Two

All physical assets constituting personal property

of any or all of the following categories:

Street cars, both passenger and service
(including electrical and other equipment
relating thereto)

Buses and coaches (including trolley coaches),
but excluding leased tires.

Automobiles, trucks and automotive equipment
(including trailers)

Substation equipment.

Furniture and equipment

Shop and garage machinery and equipment
Materials and supplies

Subject to taxes not delinquente.

Subject also to the effect of Los Angeles City Franchise
Ordinances.

included

pursuant

Part Three
All physical assets, whether real or personal, not
in Part One or Part Two above, which are to be sold
to the attached letter agreement,
Subject to

(1) Taxes and assessments not delinquent,
other than taxes assessed against loc al benefits
of a kind tending to increase the value of the
property assessedj; and

(2) Easements, rights of way, reservations,
restrictions, covenants and conditions which
do not substantially interfere with the use of
the respective assets referred to in this Part
Three for the purposes for which they were
acquired or for the purposes for which they are
presently used by Los Angeles Transit Lines.

Subject also to the effect of Los Angeles City Franchise
Ordinances.

13.



EXHIBIT E

Identification of Certain Physical Properties
Abandoned

(In addition to those reflected in Item 12 of Exhibit B hereto)

IT.

Track and track structures and street car electric distribution

facilities in the following described streets:

A.
B.
C.
D.

E.

F.
G.
H.

I.
J.
K.

Central Avenue between 7th Street andl2th Street.
12th Street between Central Avenue and Main Street.
Main Street between 12th Street and 9th Street.
Spring Street between 9th Street and lst Street.

Broadway Place between Broadway near Olympic Boulevard
and Main Street.

4th Street between Broadway and Spring Street.
Avenue 20 between Broadway and Pasadena Avenue.

San Fernando Road between Pasadena Avenue and Figueroa
Place.

Figueroa Place between San Fernando Road and Avenue 22.
Figueroa Street between Avenue 22 and Avenue 28.

Avenue 28 between Figueroa Street and Idell Street.

Railway operating rights in the following street:

(Prior to dedication as street, Company or predecessor
maintained and operated facilities under rights granted
by right-of-way deeds.)

A.
B.

Avenue 28 between Figueroa Street and Huron Street.

Avenue 28 between Huron Street and Idell Street.



CONPIRNATION

Chapter 547 of the Statutes of 1957
having now become effective, the foregoing
agreement as supplemented by that certain
letter agreement of September 12, 1957 is
hereby ratified, confirmed, and re-exscuted.

Dated September 12, 1957,

LOB ANGELES METROPOLITAN TRAKSIT




LOS ANGELES METROPOLITAN TRANSIT AUTHORITY
2233 Beverly Boulewvard
Los Angeles, Califomaia

’ September 12, 1957
Los Angeles Transit Lines

1060 South Broadway
Los Angeles, California
Attention - Mr. E. C. Houghton, President
In re: Letter Agreement of July 24, 1956 between

Los Angeles Metropolitan Transit Authority

and Los Angeles Transit Lines
Dear Sirs: .

A Letter Agreecment was entered into under date of July 24,
1956 between Los Angeles Metropolitan Transit Authority (herein-
after referred to as "our Authority") and Los Angeles Transit Lines
(hereinafter sometimes referred to as "your Company" or “the Com-
pany"), to which Letter Agreement reference is herein made. By the
term_a of such Agreement it was provided that our Authority would
use its best efforts to obtain e.nablins legislation as set forth
in Exhibit A of that Agreement to permit our Authority to develop
a2 unified and integrated system of mass rapid transit in the Los
Angeles metropolitan area and adjacent communities. As provided
in Sectlion VII of said Letter Agreement, such enabling legislation
was introduced and hag been adopted by the California State Legis-
lature as Assembly Bill 1104, 1957 Regular Session, and was ap-
proved by the Governor and on September 11, 1957 became effective
as Chapter 547, Statutes of 1957. This legislation we will here-

after refer to as the "Los Angeles Metropolitan Transit Authority



Act of 1957". Said Los Angeles Metropolitan Transit Authority Act

of 1957, although it repealed the Los Angeles Metropolitan Transit
Authority Act of 1951, in connection with such repeal expressly
provided in Section 12.4 thereof that it should be construed "as

a restatement and continuation of the existing law and not as a

new enactment nor shall anything in this Act impalr the existence,
the validity. the rights, or the obligations of the los Angeles
Metropoclitan Transit Authority created by the 'Los Angeles Metro-
politan Transit Authority Act'! and all property, plans, operetions,
contracts, and undertakings of said Los Angeles Metropolitan Transit
Authority shall, upon the effective date of this Act, continue to

be vested in the Authority"”. Sald Los Angeles Metropolitan Transit
Authority Act of 1957 in certain particulars was not identical with
the Los Angeles Metropolitan Transit Authority Act, Chapter 1668 of the
Statutes of 1951, as proposed to be amended by the draft of the en-
abling legislation attached to said July 24, 1956 Letter Agreement

as Exhibit A and referred to therein. To the extent that sald Los
Angeles Metropolitan Transit Authority Act of 1957 is not so identical
with the earlier act as so proposed to be amended, it is our under-
standing that said Los Angeles Metropolitan Trunslt Authority Act of
1957 is acceptable to the parties to said July 24, 1956 Letter Agree-
ment in lieu of the earlier act (Chapter 1668, Statutes of 1951) as
80 proposed tc be amended and sald parties accept said Los Angeles

Metropolitan Transit Authorlty Act of 1957 as the enabling legisla-




tion required and referred to in said letter Agreement of July 24,
1956 wherever in such Letter Agreement reference thereto is had,
Enactment of sald Loa Angeles Metropolitan Transit Authority Act

of 1957 18 now deemed to be satisfaction of the condition contained
in Section VII of said July 24, 1956 Letter Agreement, and, accorde
ingly, saild July 24, 1956 Letter Agreement is now effective.

By reason of the above approval of the Los Angeles Metro-
politan Transit Authority Act of 1957, definition of the Los Angeles
metropolitan area contained in said July 24, 1956 Letter Agreement
i8 hereby amended to coincide with' the definition of such area in
Section 1.1 of said Act. .

In accordance with Section VII, Paragraph 4, of said Letter
Agreement, our Authority hereby, and your Company by your acceptance
hereof, ratify, confirm, and reauthorize said Letter Agreement of
July 24, 1956 and will re-execute sald Letter Agreement, provided,
however, that July 24, 1956 shall still be applicable to the several
covenants and agreements wherein reference is made to the date of
sald letter Agreement.

As a supplemental understanding, it is agreed that, as to
contracts and leases of your Company acquired by our Authority at
the date of closing which are not by their terms assignable without
prior consent to the other contracting party or parties, your Company
will use 1lts best efforts to procure consent to such assignments,

As a further supplemental understanding, it is agreed that:

(1) For the purpose of determining our respective



responsibilities under Section III 2 (a) of the Letter Agree-
ment of July 24, 1956, 1iability for property damage and
personal injuries shall be deemed to acerue on the date of
occurrence thereof,

(11) The word "greater” appearing in the seventh
line of Section VIII 1 (d) of said Letter Agreement of July
24, 1956 is hereby changed to "less”.

(111) Sectlon VIII 1 (e) of said Letter Agreement
of July 24, 1956 is hereby amended to read in its entirety
as follows:

"(e) The Authority will continue such employment

of each such person after one year to the extent that

operations on the properties acquired from your Com-

pany require each such person, provided that Individual

employee performance shall be satisfactory to the

Authority and that the personnel organization under

public ownership of the Authority may require the same

executive and managarial positions as are in effect

under Company ownership and operation.”

If the foregoing is in aeccordance with your understanding
and acceptable to you, will you please $o0 indicate at the foot of
the attached copy of this letter and return such copy to us, in which
cagse such duplicates of this letter shall constitute agreement between
us and shall constitute ratification of the July 24, 1956 Letter
Agreement as contemplated by its terms.

Very truly yours,
Accepted and approved at

LOS ANGELES METROPOLITAN
Los Angeles, California
this 2/th day of September, 1957 TRANSIT AUTHORITY
108 ANGELES TRANSIT LINES m —A% F. Jones

By 8/ E, C, Houghton :
_Aéﬁwauiaent By {lg Ralgg P. Merritt
cre
By {ad Virginla L. Rees
ecretary
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LOS ANGELES METROPOLITAN TRANSIT AUTHORITY

2233 BEVERLY BOULEVARD
LOS ANGELES 57, CALIFORNIA

HaAaveEw F.JoNER JUIY 13’ 1956 MEMBERS

EhAimumAN Fago 8. Deaw

EMMETT £. DOMTNTY EMMerT E. DoHERTY
ViEE-CHAIRMAN

&0 HavpEw F. JONES
RaLsd P, ERmITT

FENMERAL MAaWADEN

RaALEM P, MEsmiTY
AND SECHETARY

MamTin L. POLLARD

Mr. E. C. Houghton, President
Los Angeles Transit Lines
106G South Broaiway

Los Angeles 15, California

Dear Mr. Houghton:

The proposei revised Letter Agreement between the Los Angeles Metro-
politan Transit Authority and the Los Angeles Transit Lines has been
under study by members of the Authority who now request a letter
from you in clarification of certailn contracts to which reference is
made as follows:

A. Transfer of Assets, page 3, 1 (b)-- "All contracts ex-
pressed or implied. . . including all of the contracts
. + « Hsted in Exhibit C." We would appreciate coples
of contracts listed under Exhibit C, I and A-B-C-F.

B. Under Employment, VIII 1 (d) "terms not less favorable as
to rates of compensation, working conditions and pensions,
insurance, medical and other benefite”, will you please
define specifically the cbligations which the Authority

would assume under "pensions, insurance, medical and other
benefits".

Under Union Contracts, page 28 (a), paragraph 2, it is
stated "Our Authority will accept the transfer of such
contracts and assume the Company's obligations thereunder
and will adopt their terms including those relating to
terms of compensation, working conditions and pension; in-
surance, medical, severance, and other benefits”., Will
you please define the obligations which wlll be assumed

by the Company under Union Contracts for pensions, insur-
ance, medical, severance and other benefits,

C. DPlease advise us whether any retirements funds for any em-
ployees of the Company have accrued and are presently held
in the hands of the Company, or in other hands, for which
responsibllity would be assumed by the Authority at the
date of closing.

You will be interested to know that the proposed Letter Agreement has
teen carefully studied and a legal opinion rendered to the Authority




Mr. E. C. Houghton -2~ July 13, 1956

by Mr., Emmett E, Doherty, a member of the Authority, and that this
concludes with the following paragraph:

"You are advised that the Authority has the legal power to enter

into a conditional agreement for the acquisition of the Los Angeles
Transit Line system of the nature and character described herein.

In my opinion, the letter agreement when properly executed by the
Authority and the Seller will carry into effect the plan of the Auth-
ority to acquire the operating transit system of the Seller as a con-
tinuing operation for a negotiated price in cash and determined as
set forth in Section II subject, however, to the enactment of the
enabling legislation referred to above."

By this letter the Authority is seeking information and clarifica-
tion of certain matters to which reference is made, but there are no
matters of disagreement between the Authority and the Los Angeles
Transit Lines in the matter of the proposed revised letter,.

Very sincerely yours;

—
"

Y . / \ ey

‘.f/{: m‘-_" L '-.,/" ¢ ¥ L"I./(L’ i LLU
Ralph P, Merritt
General Manager

RPM/1w



comny 1D g F"w by
Uustasaallld W & kisda

July 20, 19%6

AUDIT NO.

50

Los Angzsles Metropollitan Transi$ Authority
2233 Beverly Boulesvard
Los Anceles 57, California

Res Proposed letter agreement between your
Authority and this Corporation relating
to purghese and sels.

Dear Mr, Merritt;

Copies of the gontracts relating to empleoyees,
desaribed in -xhibit C at paregrephs A, C, * and P of Section I,
are enclosed as followsay

l. Los Angeles Trensit Lines Retirement Income Plan
oromilgated as of August 17, 198, as amended June 1,
1962, and related /\greoment of Trust of even date with
Plan with fank of Ameriesa Hational Trust and Savings
Auog!).atlon. as Trustae (horein called "LATL Retirement
Plan™ ).

2, Oroup Insurance Poliey issued by Aetna Life
Insurence Company &8 Yo, 51,350, with four riders and
amondments (herein called "LATL Croup Lifs Insuranee").

3¢ Los Angeles 'ransit [ines Medieml Plan (hereln
salled "Medicel Plan").

i, Agreement botween Los Angeles Irenzit Lines and
Transnhortatlion Union, Pivision 1277, Amalgsmated As ocla-
tion of Streed, “lectrie Rallway and Moter "ocash Xmployoces
of Amri«;. effeotive Jume 1, 1955 (herein called "Union
“ontraet” ),

The Specliesl holl, copy of whieh you rs;ussted as Item B,
12 an informal unfunded pension plan whic: was developed orlvinally
b5y the exmeoutives for employoes with at least twenty years of
sorvice who were umable to ;r-ri‘om thelr duties, ~:;:imming iIn
1939, transfers to the Spaeial iwll were made only nursuant to
mnoiutlon of the board of Direetors, The oard vencrally
reservaed the ~irht to reduee »r eanesl Lhe :“poaial 0ll payments,




¥r, Ralph P, Merritt
Page 2

but the validisy of such reservation has not been Julz
determined, The monthly sien is q‘n 1’ f the highest
couponnu-n er month tiplied by the number yoars of
service, June 1, 1946, the amoumts gqlbl m.r the
formula lnn n‘uul sach monith by Soeial umri. ofits
payable to the employee and his dependents, In dit&n, the
Company contimues in foree at its empense the LATL Growp Insur-
anece which the smpleyee carried at the time of transfer to

ial Rell, No empleyes who is a partisipemt in either of

other retirement plans supported by the is
eligible for transfer to the Speeial Rell, Less ten
employees now in service are eligible te treansfer to Speeial
Roll, These pension payments, whish are deseribed as opesrating
expenditures, would be assumed by your Authority.

The retirement denefit formuls under the LATL Retire-
ment Plan is based on years of eontinuous servigce, ZExeluding
the first three years, $2 per month is allowed for esash year of
gsorviece prior to normal retirement date, with maximum of $00
per month and minimm of §20 2«:- month, A death benefis squal
e 50 times the monthly ammity is rynblo to beneficia
any ieipant who dlu priocr te his nommal retirement date,
Participants begoming permanently disadled after 20 years of
service are sntitled to dluhinzy benefits., These are 2
pereentage (determined by attained age) of their wmonthly retire-
ment income, ‘everance denefits are provided for partieipants
who terminate their oyment prior to normal retirement date,
Both the Com and the participants make monthly coateributions
to Bank of oa Wational Trust and Savings Assoeciation as
Trustee under the Plan, BEaployess' contributioms are fixed
agcecording to enrollment age. The Company is obligated to son~
tribute each year an amount whieh with the ess' ocontribdbu-
tions will keep the Plan asgtuarially sound, obligatien
would be assumed by the Authority,

The Com png the premium on $1,000 of the LATL
Oroup Insurance carried by employees who are in service more
two years, and on $500 for employees with one, but less than two,
years of servise, Exsept for those on the Speeisl Reoll, the
smployees pay the balanse of the premium on sugh group insursance.

The LATL Medical Plan is limited te aetive employees.
They contribute §3.50 per month and the Company pays the balance
of the sost. The maximum hospitalization benefit is 90 days.
Medical mervices are limited to 52 weeks treatment for any one
ailmn:. end are not available or are restricted for certain
ailments,

The Union Contyact has been developed Juring the past



“r, Ralph P, Merritt
Pace 3
July 20, 1950

15 yoars throu h the bargaining ess, All of its provisions
should be studied, but partieuarly those under the following
articles:

XX « Medieal Plan XXIII « Holidays
XXI « Oroup Life Insuranse XXIV « Sick Leave (limited to
monthly salaried
employees)
XXII - Pass Privilege XXVI « Vacations

all nf which by excculive agstion have been extended on the same
terms and conditions to empleyess who are net members of the
Union.

reference 1s made %o the LATL ARetirenent Plan, LATL
fronp Life Insuranse Poliecy, end the LATL Medicsal Plan and the
Union Contrast for a somplete statoment of their respestive
proviaions,

Twenty members of the exesutive staff are pnrtioiplntl
in a fully insured plan (herein called "NCL Retirement ®lan”)
whion provides for monthly retirement annuitios equal to LOF of
the averace monthly compensation subsequent to enrollmemt, Sush
annuity, however, is redused by the loeial Security bLonefits
oayable t~ the amployee. Twe of these participants were over 55
whan thev enrolled snd, therefore, their anmity is computed at
30€ instead of 0¥, For eash $§1 of monthly anmity, there is a
death banefit of 3100 for those partieipents who dic before
ratirement., If the cash surronder value of tho policy exaeeds
such dsath benofit, the ~mployce's bLenefielaries are entitled to
the cash surrender value, The policies are carried in ~tate
Matual Life Assurence Company, at an armmal level promium, and
are hold in trust by an individual trustes to whom the C
oays the annual premiums as the total yearly contribution, m
ench anniversary of enrollment, 20% of the ownership of the
poliey held in trust vests in the emplovee., All hut two of the
perrticipents have been enrclled more than five years and, henee,
their policics are f1lly vested. Should the uIthdrtu from the
HOL “etirement Plan, they would be entitled sush policies,

The "pension, insurence, medical and other benefits”
used in Seetinn VIII-l!d) rafer to those provided

(1) s "pensions” under WCL Retirecent Plan for the 20
members of the executive staff and imder LATL
Hetirement "lan {or other employees;



Page 4
July 20, 1956

(14) as "insurance”™ under the LATL Group Life Insurensej
(141) as "medical” under the Medical Plan, and

(iv) as "other benefits,” the Pass Privilege, the Holidays,
the “ick Leave, and the Vasatioms on the same basis
and terms &8s provided in the Tmion Contrast at Date
of Closing, (or members of the Union but axtended %o
other smployees, and all other rights, benefits and
privileges sovered by =ueh Union Contreast,

The "pensiones, insurance, medical, severanse and other
benalits® used in Seetion VIIi-2, refers to the ebligations af
the Company set forth in the LATL 7‘etirement Plan, Medical Plan,
LATL Oroup Life Insurance, and in the Union Contrast as it may
oxist on Date of Closing.

As explained sbove, the NCL Plan is an insured plan
calling for level annual premivms from enrollment te date of
roati remsnt., Premiums fall due eash year on October 1, and are
sntirely peid by the couﬁny. Upon severanse an employee is
enntitled to the polley, fully vested, or if not y vested,
to the vested portion of the cash surrender value, The monthly
annuity payable at retirement on the value assignabls to the
smpleyee might be used to reduce the monthly srmmity which the
‘uthority would be obligated for at retirement,

The LATL Retirement Plan embraces Swo plans, a fully
insured plan for employeess enrolling at age 56 or over, and a
self-administered plan for these snrolliag at age 55 or younger,
"xeept for one participant, all who enrolled at age 56 or older
wore enrolled in 1948, They are retired or will be retired not
latsr than Jume 1, 1958, two months after the expeated Date of
Closinr, Tha cost for this older group is spread over ten equal
annual premiums, paysble monthly., These premiums initially
approximated $339,000 anmually, and are estimsted now at §300,000,

For the younger group, the Trustee at enrollment obtains
an ordinery 1life insurenee polisy on ths participant for the
amount of the death benefit, The premiums are paid monthly out
of a premium fund, For providing the dsability benefits, the
Trustees meintains s Supplemontal Disability Aseount (LATL Jetire-
ment Plan, 5.02(e))., And for providing a for convert tha
1life insurences polisiss at retirensmt dates into the req
anmiity oontrasts, the Irustee maintains a Supplemental Conversion
Acsount (LATL Retirement Plan, Art, VI), Fach Anniversary Date
of the Plan, the Pension Cormittee, which administers the Plan,
obtains an estimate from Hatiomal Assocliates, Ine, (an indepondent
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firm of Pension speeialists) of the Plan requirements for the
snsuing year, with a certificate as %o the total amount whiech
mist be pald to the Trustes to keep the Plan setuarially

sound for the easulng ysar, The C y is obligated to pey
to the Trustes the sontributions ecollosted from the pu't!.aig:ntl
plus its own oontributien in an amoumt sufficient to

Plen sctuarially sound as shown in sueh certificate, Tho
monts to the Trustee are spread cover the 12 months of the Pl.m
year, The actuarial determination is based on the Tormula
prescribed in the Plan, which includes an evaluation or assets
credited to the Supplemental Conversion Account (See, 5.03),

All assets of the LATL Retirement Plan, including
policlies, are held by the Truates, Funds not needed for premiums
are invested elither in U,S, Savinge Bonds, Series C or K, or in
firoup Annuity Contraect Policy O=1754 with Pacifie Mutual Life
Insurance o o« These investments vere valued as of Mey 31,
19560 at §2,350,519,11. The individual 1life polioles (for younser
zroup) and individual endowment anmuity policies (for older group)
are issued by Occlidental Lifs Insurance Company, eference
to tha LATL Retirement Plan is made for a full deseription of the
obligations of this Company at this tims. The Union hag notified
us that they will demand an inorease in benefits when ths cost
of mgémmnt policios for the older group are substantially peid
in 1968,

All ef the disbursements now being made by the Company
under the atove mentioned LATL Retirement Plan, the NCL 7etiremsnt
Plan, .he Medliscal Plan, and the Union Contract as extended to all
smployoes, as well anm !‘or preniums on Oroup Life Insurance coverw
inz both active (limited to $1,000) and retired esmployees are
pald cut of revenues, As sugh revenues would undsr the proposed
letter azreement shift en the Date of Closins from ths Company to
the Authority, the obligation to make sush disbursements as they
become payable would follow the revemues and be azssumed by your
Authority, subjeet to such letter agreement.

s you requested, this letter is intendod to oclerify
rather than preclsely set forththe Company's obligations that
would be aasumed by the Authority on the Date of “losing. The
contracts on Date of Closing, of eourse, would eontain rueh
precise obligations,

ve trust that this infommstion will be helpful to the
menbers of the Authority in making thelr astudy of the proposed
letter agreement,

Very sincerely yours,
ne to Messrs, Cone T, Bass

S. Ht m
Joseph G, Gorman ¥, C., HOUGHTON

VOHIISGIVR President
nes,
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Chapter 547 of the Statutes of 1957
having now become effective, the foregoing ; 1
agreement as supplemented by that certain d
letter agreement of September 12, 1957 is
hereby ratified, confirmed, and re-executed. .

Dated September 12, 1957.

- " LOS ANGELES METROPOLITAN TRANSIT
] AUTHORATY
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LOS ANGELES METROPOLITAN TRANSIT AUTHORITY
2233 Beverly Boulevard
Los Angeles, Califomaia

September 12, 1957
Los Angeles Transit Lines

1060 South Broadway

Los Angeles, California

Attention - Mr., E. C. Houghton, President

In re: Letter Agreement of July 24, 1956 between
Los Angeles Metropolitan Transit Authority
and Los Angeles Transit Lines

Dear Sirs: :
A Letter Agreement was entered into under date of July 24,

1956 between Los Angeles Metropolitan Transit Authority (herein—

after referred to as "our Authority") and Los Angeles Transit Lines

(hereinafter sometimes referred to as "your Company" or "the Com=-

pany"), to wﬁich Letter Agreement reference is herein made. By the

terms of such Agreement it was Rrbvided that our Authority would

use its best efforts to obtain enabling legislation as set forth

in Exhibit A of that Agreement to permit our Authority to develop

a unified and integrated system of mass rapid transit in the Los

Angeles metropolitan area and adjacent communities. As provided

in Section VII of sald Letter Agreement, such enabling legislation

was introduced and has been adopted by the California State Legls-

lature as Assembly Bill 1104, 1957 Regular Session, and was ap-

proved by the Governor and on September 11, 1957 became effective

as Chapter 547, Statutes of 1957. This legislation we will here-

after refer to as the "Los Angeles Metropolitan Transit Authority



Act of 1957". Saild Los Angeles Metropolitan Transit Authority Act

of 1957, although it repealed the Los Angeles Metropolitan Transit
Authorit& Act ofﬂ1951, in connection with such repeal expressly
provided in Section 12.4 thereof that it should be construed "as

a restatement and continuation of the existing law and not as a

new enactment nor shall anything in this Act impair the existence,
the validity, the rights, or the obligations of the Los Angeles
Metropolitan Transit Authority created by the 'Los Angeles Metro-
politan Transit Authority Act! and all property, plans, operations,
contracts, and undertakings of sald Los Angeles Metropolitan Transit
Authority shall, upon the effective date of this Act, continue to

be vested in the Authority". Sald Los Angeles Metropolitan Transit
Authority Act of 1957 in certain particulars was not identical with
the Los Angeles Metropolitan Transit Authority Act, Chapter 1668 of the
Statutes of 1951, as proposed to be amended by the draft of the en-
abling legislation attached to said July 24, 1956 Letter Agreement

as Exhibit A and referred to therein. To the extent that said Los
Angeles Metropolitan Transit Authority Act of 1957 is not so identical
with the earlier act as so proposed to be amended, it is our under- _
standing that said Los Angeles Metrdpolitan Transit Authority Act of
1957 is acceptable to the ag;ties to said July 24, 1956 Letter Agree-
ment in lieu of the earlier éct (Chapter 1668, Statutes of 1951) as
8o proposed to be amended and sald parties accept said Los Angeles
Metropolitan Transit Authority Act of 1957 as the enabling legisla-



tion requlred and referred to in said Letter Agreement of July 24,
1956 wherever in such Letter Agreement reference thereto is had,
Enactment of said Los Angeles Metropolitan Trénait Authority Act

of 1957 is now deemed to be satisfaction of the condition contailned
in Section VII of said July 24, 1956 Letter Agreement, and, accord-
ingly, sald July 24, 1956 Letter Agreement is now effective.

By reason of the above approval of the Los Angeles Metro-
politan Transit Authority Act of 1957, definition of the Los Angeles
metropolitan area contained in said JUiy 24, 1956 Letter Agreement
is hereby amended to coineide with'the definition of such area in
Section 1.1 of said Act. A

In accordance with Section VII, Paragraph 4, of said Letter
Agreement, our Authority hereby, and your Company by your acceptance
hereof, ratify, confirm, and reauthorize said Letter Agreement of
July 24, 1956 and will re-execute sald Letter Agreement, provided,
however, that July 24, 1956 shall still be applicable to the several
covenants and agreements wherein reference is made to the date of
sald Letter Agreement.

As a supplemental understanding, it is agreed that, as to
contracts and leases of your Company acquired by our Authority at
the date of closing which are not by their terms assignable without
prior consent to the other contracting party or parties, your Company
will use its best efforts to procure consent to such assignments.

As a further supplemental understanding, it is agreed that:

(1) For the purpose of determining our respective



responsibilities under Section III 2 (a) of the Letter Agree-
ment of July 24, 1956, liability for property damage and
personal injuries shall be deemed to acerue on the date of
occurrence thereof.

(11) The word "greater" appearing in the seventh
line of Section VIII 1 (d) of said Letter Agreement of July
24, 1956 is hereby changed Bo "less",

(111) Section VIII 1 (e) of said Letter Agreement
of July 24, 1956 is hereby amended to read in its entirety
as follows:

"(e) The Authority will continue such employment

of each such person after one year to the extent that

operations on the properties acquired from your Com-

pany require each such person, provided that individual

employee performance shall be satisfactory to the

Authority and that the personnel organization under

public ownership of the Authority may require the same

executive and managerial positions as are in effect

under Company ownership and operation,"

If the foregoing is in accordance with your understanding
and acceptable to you, will you please g0 indicate at the foot of
the attached copy of this letter and returm such copy to us, in which
case such duplicates of this letter shall constitute agreement between
us and shall constitute ratification of the July 24, 1956 Letter
Agreement as contemplated by its terms,

Very truly yours,
Accepted and approved at -

LOS ANGELES METROPOLITAN
Los Angeles, California TRANS UTHORTTY
this 27th dﬁy of September, 1957 s
LOS ANGELES TRANSIT LINES BYy /s/ Egzden F. Jones
rman

By 8/ E. C, Ho ton .

slden By élg Ralgg P. Merritt
cr
By (a( Virginia L. Rees
ecretary




