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[P

OPINION

The Pacific Electric Railway Company, a Celiforniz corpo}u;
tion, operates a general freight and passenger transportation busi-‘
ness in the counties of Los Angeles, Orange, Riverside and San |
Bernardince. In the conducet of 1ts passenger transportation buéiness
1t operates railroad; strect rallroad and passenger stage services.
The railroad and stroot rallroad services fell into two groups:

(1) those operated on Joint freight and passenger facilitics;‘
including the Long Beach; Bellflower, San Pedro and Watts lines;

and (2) those operated on exclusive reil passenger facilitics;
including the Glendale, Burbank and Hollywood Boulevard lincs. The
passenger stage operations are conducted generally througnoﬁtrthe |
orex of service wander cortifiéétcs of public convcnicncc'and‘ncces-j

sity fssued by this Commission.

In Application No. 34249, Pacific Eleetric Roilway Company

proposes to sell to J. L. Hough, on individual, and Westorn Tronsit
Systems, Inc., & Nevada corporation, or their assignéi)all of 1¥s
operating nuthoriéglto conduct operations as o passenger stage 7
corporation, togethor with ceortain specified physicalfprOpc§fiCSHin

connection thorowith, and, also to permit tho above-named transforces

(1) ZEaugh and Western have assigned all their intorests in said '
contract of sale to Motropolitan Coach Lines, o California
corporation, which wlll roceive, own and operate the
propertics transferred, (App. 54249)

A 1ist of the Commission deeisions granting. this operating
authority Ls sct out in Appondix 4 attached hereto.

L detailed deseriphion of the propertics is sot out in

Exnibit "L attached to the agreement of salo, in evidenco
hereln as Exhibit 1.
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or their assigns to use for a period of two years the rail
passenger cars and rail facilities nccessary to conduct the
afore-mentioned rall-passenger operations.

By Application No. 34402 the Metropolitan Coach Lines,
a California coiporation;.requests authority to issue stock,
notes and debentures -in order to finance the purchase of the

,passenger stage properties of Pacific Blectric Railway CQmpany;
- and for additional equipmernt and working cash.

Public hearings were held in Los Angeles before.

Commissioner Potter and Excminer Syphers on June 8 and'?, 1953,

during which time cwidence was adduced and on the ldSt named

date both applica tmons were submitted on a consoliduted record.

- The matters now arc ready for decision. |
At the hearing, J. L. Haugh, the president of the

Metropolitan Coach Lines in hpplication No. 34402, dctailed

the history of the negotiations leading to the proposgd sale

and also testificd as to his expcrienéc in the passenger

transportation field. Exhidit 1 15 a copy of the ﬁgroomént

of sale. Exhidit 2 contains a deseription of the proposed

sale and a summary of tho formation, nanagement and opc&ation

of the Metropolitan Cozch Lines. An examimation of these

exhibits discloses thet the Pacific Electric Railwaf

Company intends to discontinue completely all of‘its

passenger carrying operations and to transfér to the buyer.

all passenger opcrativc rights and certain upecifiod prOportiou.
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grant to the buyer, rental free, the right to the use of rall

passenger facilitie;'including'rail passenger ceors, trackagc5 over=-
head facilities, and certain real property. This right to use is
linited under the agreement between the parties (Exhib;t 1) to a
period of two years’ with the provision that if it is extended
beyohd thet time the duyers shall pay a rental upon a month-to~month
basis.

The égreed purchase price to be paid Pacific Electric
Railway Company is the sum of $7,206,63%, subject to certain adjust-
Rents with respeet to the furniture, office, service and shop>équip-
Zent, tools and spare au%omotive units., It ig proposed that the
cash down payment will be 4,750,000 and that the balance of the
purchase price will bde represcnyed By a note to Pacific Electric
Rallway Company. Motropo;itan Coach Lines reports the funds
Tequired to meet the purchase price, o pay for additional equipmont
ahd to provide working capital-and The sources of such‘funds; as
follows: |

-

Punds Regquired . .
Purchasce price of property : - $7,206,63%
Purcnase price of new cquipment and '

working copital ' 1,243,500

Organization expense 90,000
- Total 9200,13

Sources of Funds
Bank loan, to bc paid-in 60 cqual
_monthly installments, 44% iatercst $3,000,000
Bank loan, to Be mepald in 72 oqual :
nonthly lnstallmcnts, Wi interost: 660,000
Purchase money, 5% mortgage payablo in
installments of 10% cach at ond of
6th, 7th, Sth and 9th years, and 60%
at end of 10th year 2,456,634
Debentures, 5% 12 year 1,000,000
Preferred Stock 82,750 shares, 63, '
par.value $10 827,50¢
Common stock $1 par value, voting .
481,000 shares, nonvoting 75,000 shares -gié,ooo
Total ©,500,13
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In order to cffect this capitalization, the Metropolitan
Coach Lires will borrow the sum of 33;660,000 from the Bank of
Aneriea Natlonel Trust and Savings Association, to be represented |
by two promissory notes; the first in the amount of $3;000;OOO
payable $50,000 on principal pon:nly, maturing five years from i%ts
date and dearing interest at the rate of 4% por annum, whick
interest is to be payablo'monthly. This note will bé secured by a
caattel mortgage on approximately 660 of the motor coaches which are
proposed to be purchased from the Pacific E}octric Rellway Company.
The second note is to be in the amount of $660,000, payable $9,l70'
on. principal monthly, maturing six years ffom its date, bearing
interest at the rate of 44% per annure, payablo nonthly e This note;
is to be: secured by a chattel mortgage on 35 new General Motors:
coaches which are now being ‘purchased by the Pacific Flectric
Reilwey and being sold to the buyers herein.

Ls previously indicatcd hcrcin, the total purchase’ price
is set at $7,206,63% and the cash down payment is to be §4,750, OOO
leaving 2 balance of 82,456,63%. Metropolitan Cozch Linos PrOposes
to execute a note to the seller for this amount, the note to be
payable in four installments of 10 por cent each at the end of" the
sixth, scventh, cighth and ninth years, and one installment of
6C per cont at the cond of ton years after the date of the note..
This note will bear interest at the rate of 5 per cent per annum,
payable semiannually and will be secured by a deed of trust
encunbrance on the property being purchased from the ecller, which
deed of trust will also apply to any after-zequired property of
the Metropolitan Coach Lines. This encumbranco Willvbetsufject to
the first liens of the bank chattel mortgages on the ﬁotcr-coachos'
previously referred to herein. The railway note, likewise,. will bo
subordinated to the dank note of 33,ooo;ooo hercinabove: discussed..

5=
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" The Metropolitan Coach Lines alzo propeses %o soll

and issuc debenturCO in the total amount of $I1, OOO 000, cach
debenture being in the amount of $1,000. They will mature 12 yoars
from date and bear Iinteres t at the rate of 5 por cent per annumy
“§able semfannually. Exhibit lh is a copy of the indenture 1o be
oucd by Motropolitan Coach Linco in conncetion with the sulc of
debcnturc The b~lunce of the financing is to be accomplishod by
the fssuance of 82 750 shares of 6 per cent preferred stock, oach
share having . par value of $10, or a total value of 3827,500, jnd
556,000 uhares of cormon stock, each sharc having 2 par value of $l.
The prcfcrrcd stock will be nonvoting but will acquirc‘vqting
privileges in the_¢vcnt dividcnds thercon are not dcciarcd for a
riod of three years. Four hundred cighty one thousand of thc

common sharcs will have voting privileges and the remaining 75,000

.

shares of common stock will e nonvoting.

The tcstimony discloecu that Je Le Haugh will purchase
150,000 shareo of the common voting stock and 25,000 shares of the
common nonvoting stock at par value and will not purchase any.
preferred stock; of the rcmaining 331, OOO shares of common voting
stock, 301,000 shares, together with 75,150 sharos of the preferred o
stock will be sold in 35 wuaits of $30,100 cach, or a total amcunt
of $1,053,500. Each 530;100 unlt will consist of $21,500 of
prefefrcd stock and $8,600 of common stock., This will leave a
remainder of 7,500 shares of preferred stock and 30;000 shares of
common voting stock which will be £0ld under installment contracts
to key officials of the company. The remaining 50;000 shares of
¢common nonvoting stock will be sold on a pro rata hasis to the
pﬁrchaécrs of the 31;000;000 of debentures.

b
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Ther testimony prcscntod by this witness included

the proposed board of dircctors and tho officers of the Mctropolitan
Coach Lincs. '

Schedqic B attached to Exhibit 2 contains an estimate of

operating revenues and expenses, cash, capital cxpon&itures; depro-
ciation, intcrest on cquipment, and pro forma balance statement
for the MetrOpolitan Coach Linqé. The witness testifiled that the
estimate of operating revenues and cxpenécs iS'bascd upon the
supposition that the rail service will be discontinued within six
months from the date of purchase; It was the opinion of this‘witness
that if passenger rail service is not dlscontinued within a‘porio@
of six month st time, 1t will be neccosary for the Mctropolitan
Coach Lines to apply for authority to~increasc;substantially the
fores chargcd. |
The witness further testificd as to the gencral plan of

operation of the new company, stating that he intended %o instituxo
a program of preventive maintcnwncc, to standardize on one typo of

oach and to expend zbout $10, OOO 000 for now cquipment in the next
ten years gnd approximately ¢2,000,QOO for new shop machinery and
other facllities during this same period. He #as of the opinion
that the new coapany could operate at a substantial'saving over the
costs of the Pacific Electric Railway operﬂtioné and; in this'con-
noction, tuted that he believed there could bo effoected savings
in overhead cxpen ¢ and in methods of c_cccn.m*cing and reporting.‘
He was of the opinion that cxtensive aﬁvortising; the changing and
_rearranging of routes, the elimination of duplicato strect use, tho
use of the freeways to the groatest extent poosible, conutant
chcék‘of schedules andvthe ﬁsc of an improved disbatching'an&‘

supervision program would 21l tend to reduce operating éxpenses

7=
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and increase the efficiency of phe new operation. He specifically
stated that he plammed to purchase 115 new busesgduring the first
yeér of operation should the transfer be approved.

ﬁ Under the proposed plan of operation the' Pacific Electric
Ra&lway will furnish and maLntain the rail facilitics to the oxtent
necos sary for passenger use. |

A‘witnes° for the Pacific Electric Railway presented
Exhibit % which is the 1edger'value and original cost of the
facilitics proposed to be ébld, Exhibit 5; the lodger valuo and
original cost of the facilitios piopoééd to be leased for, the rail
operation,‘and Exhibif 6; whiéh is theipropoéal of “the Pacific
Electric Rpilwayhééﬁpény in relation<to the protcctibn of’employees
who may be affccfedwby this sale. ThiS-witnesé testifiod that

definite agrecments had not been made with the employees or their

representatmves in this conneetion.

The Director of the National ILa bor‘Burcau; a privatc
service organization, presented tes timony concerning the employcc°
who might be hffocted’by the proposcd sale. Exhibit 7, produced by
this witness, sects out tho efféét of the proposed transfer-upon the
employbd and their dcpcndcnts, as well as pensioners and widows
and 6rphans of deceased cmployecs. This witness:discusscd the
stdtus of anotidtions betwoen the employees and the Pacifice Electric
Railway and submitted Exhibits 8, 9 and 10 which contain proposals
in this comnection. It was his position that a definite ag:ecmcnt
with the employees should bhe reached hefore the sale isfpermittod.

| Exhibit 11 is a copy of a resolution of thé Bpard of
Public Utilitics and Transportation of the City of Los ngeles
approving the transfer hercinbefore discussed £2: Motropolitan
Coach Lines.
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addifional teostinmony was prescated by various intcfcstod
gToups, inclﬁding representatives“of civie and motor bu5~oporating-‘
groups.. Likxewise, & representative of the retired cmp;oy¢o§‘of'tho
Pacific Electric'Railway;Company presontod testimony which principal-
1y was concerned with any possible less of passes which thesa
rctiied ceployees might suffer as a result of the sale.

After = full consideration of this record we hereby find
that thc Metropolitan Coach Lihcs, when 1ts financing and organiza-
vion arc completed, will be qualificd %o conduct the opcratzons
herein sought to be purchased and that the proposed sale by Pacific
Zlectric Rallway Comnany to Mctronolitan Coach Linecs io,not advcr"e
to the publie intoreﬂt. The sale will be approved subjcct to cortgin

- ¢onditions.

This record‘diécloses'that there are two types of opora-

tiong conecerned: (1) passenger stoge operations by moter coach; and
'(2) rall pas;qﬁgor operations. The purchaser; Metropqlitan Coach ‘
Lincé; accofding to this rccord will have the facilities o ¢oncuct
tho mouor coach opcrations but Zust roly upon thc Pacific Electric
Ruilwmy for the rail facilitles to conduct thc passenger rail ,
oper ations. The Agrecment of Salc,lExhibit 1, prov;dce th«t the .
seller shall furnish thogc rall facilities to the buyer for 2 poriod
of two years rent frce and thercafter on 2 month-to-month basls at a
fair rental value which shall be determined by agrcoment of the |
partics or by arbitration. The testimony discloses that it 4s tho
intention of the buyer to apply for autherity to abandon ond dls=-
continue rail passenger service within six months after taking over
the operations. wacvcr, the issue of abandomment was not triled

in this proceeding, and we now dcc_are that regardle of tho
*ntonv;on of the buyer or regardless of any provisions in the
Agrcomént of Sale to the contrary, tho Mctropolitan Coach Lines

-9~
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will be required to continue in a rea soneblo and adequate manner

. tho oxisting rail passenger operations and the Pacific Electric
Rallwey Company will be required to furnish the necessary rail
facllities to conduet these rail passenger oporations unloss—and
‘until otherwise ordercd by this Commission.

An exzminotion of the evidonco relating to tho present
and proposed status of employees wpo night be affected by the
p&oposod sale discloses that no definite agrecezent has been roached
as between the represeatatives of the employees and either the
seller or the buyer herein. The prooloms involved ooncorn tho
possible dismissal of employces, the loss or retention of variouu
rights resulting from their omploymont, toerminal pay, lossos of
senlorivy, loss of passcs and varlous other alleged benefits.

The agreement between the seller and the buyer, Exhibit 1,
contains under Article III therein provisions relating to cmployoes.
An exgmination of thesc provisions discloses that "the partics
recognlze an obligation to provide employment to the largest
possible number of omployoo° of Rallway whose services may reason~
sbly be required by buyer.! Under tnis agroemont-tho buyer agrees
to offer employment to all persons ohployod by the railway te the
oxtent that buyer®s operations ehall'éo roquire. This omploymont'
is to be offercd at the same working cunditions,und provieionv are
made relative to pension rights and tmo obligation to re~cmploy
former cmploycos. 4An cxumination of tho cvidence herein discloses
that the Pacific Zlectric Railway Compony rocognizes an obligation
to tnoso cmployees who pight be placed in a worse position in -
_reapect to compensation and rules governing working conditions.
~ccording to the testimony it Is the plan of Pacific Eleetric

Rallway Company to retain Some employees and, a5 hereinabove

~10~
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indicated, it is the inteation of the purchascr to employ In the
new operation as many of the cxisting cmployees as tho opcrat;ons
require. This testimony shows no disposiéion on the part of any of
the interested partics to take any action which may be adverse to
the public interest with éegard to the status of omployees.

While 1% is truc thet no definite agreament as to
employces® rights and privileges hag beon reached betwoon tho
representatives of labor and oither the seller or tho buyer, the
record discloses that nogotiations have boen and,arc being conducted

by the partics. We find that this record poses no issue with regard
to labor contracts which this Commission is constrained £0‘rcsolvc,
at this,timc; az a-condition to authorizing the transfor hercin
prépose&.

There was testimony relatipg to the facet that certain
employees and also certain rotired émployces; pensioners and their
femilies might lose some existing pass privileges. Since the
ultinmate arrangements hetween the cmpléyccs and the seller and
purchaser cannot ncw‘dcfinitely be determined by this Commis§ion, -
we will not, at this time, condition the approval of this{saie
upon the completion of negotiations: bctweén the employees and
the seller and buyers- However, in grenting the aﬁthqrity herein
requested, we hereby placé all partics upon notice that the
Commission expects the scller and purchaser to make rcasonab;ef
provisionlfqr the employoos'df'the scller who will be affected by
the transfer of the propertics herein authorized and the Commiséion,

as o condition to the authority hereln granted, rescerves the juris-

diction to attach appropriate conditions hereto concerning‘employee
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. bonefits should the Commission, after hcaring; £ind that sollor and
purchaser, or olther, have not made roasenable provisions regording
such cmployee benefits. |

The authority hcrcih granted shall not be comstrucd to0 be

& finding of the value of the operative rights and propertics
herein cuthorized to Be transforred.

SRDER

Lpplication as above ontitled having been :ilod, public
nearings having been held, the Comnission being fully advised im the
premises and having found that the requested transfor of propertles
and issuance of securitics will not bé adverse to the public Interest,
that the monoy; property or labor to bo purchdsod orvpaid_fci through
the issuance of such sccuritics is reasonably required for the pur-
poses set forth heroin, and that such purpoéés are nbt; in whole or
in par#, reasoh&bly chargezble to operating cxpenses or to income,

I IS ORDERED: ”

(1) That after tho effective date hcrcof and on or boforo
December 31, 1953, tho Pocific Electric Rallway Conmpary md tho

Metropolitan Coach Lines moy oxecube an Lgreoment of Sale in sub~ -
stontially the same form as thot set forth;infthc,agrccmont attached
to the application heredin and markoed Exhibit 1;:andxcarry'dut tho‘
teras théreof; ant Paclific Electric Railway Company -may transfer to
Metropolitan Coach Lincs;‘ana the latter mey acquire from tho ﬂbrmo:;
the operative rights reforred to in the forcgoing opinion pursuaht‘fo
the tcrﬁs of” that «grecncnt; subjcct to the following conditionss

-(2) That the partics hercto, before the sale horein authorized
is completed, shall fllo with this Comnmission satisfactory
ovxdonco thu% the Pacific Eleetrice Railwoay Conpany has
specificelly agreed to furnish to Metropolitan Coach Lines
and to keep in an adequate state of ropair and maintonance
all the rail facilitics nceesszary to conduct the rail

passenger operatlions herein concerned, and that the
Mbtropolitan Cocch Linos has: °pccifically agreed to con~ -
duct these rail passonger operations in o reascnabdle and
cdequate monner wnless and until otherwiso authorized by
this Comnission. Nething in this decision and order shall
in any way be construcd as authorizing the discontinnmnro
of rall passonger cpcrationgm o

12w~
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(b) That within thirty days after comsummation of the transfer
herein authorized, Metropolitan Coaeh Lines shall notify
the Commission in‘writing of that fact and within said
period shall file with the Commission a true copy of any
bill of sale or other instrumont of transfeor which may be
cxecuted to effect said transfor. '

That after the cffective date hercof and on or beforo
December 31, 1953, applicants shall comply with tho
provisions of General Orders Nos, 79, 80 and 98 by filing
in triplicete, and concurrently making effective, appro-
priate toriffs andé time schedules on not less than five
ceys' notice to tho Commission and the public.

(2) That Metropolitan Coach Lines, after the effoctive
cate hereof, may issue, sell, and deliver the foilowing shares of
svock in the amounts and claéses.indicatcd:

(a) 150,000 sharcs of commen voting stock and 25,000 shares of
conon nonvoting stock to J. L., Haugh for $1 per share,. for
cash, in the total amount of $175,000. -

(®) 75,250 shares of 6 por cent proforred stock, cach share
having & par value of $10, or a total value of $752,500,
and 301,000 shares of common voting stoek at $1 per share,
or a total value of $301,000, said shares to be sold in
blocks of one preferred share and four common voting
shares, for cash.

-7,500 shares of 6 per cent preferred stock, each share
having a par volue of $10, or a total value of $75,000,

and 30,000 shares of common voting stock, each share

having a value of $1, or.a total value of $30,000, said
shares to be sold in'blocks of one preferred and four -
conmon voting shares o key offiecials of Metropolitan

Coach Lines on contracts rernitting the poyment of the
purchase price in installments over a period of tine,

the stock to be Lssued when fully paid for.

50,000 sharcs of cormon nonveting stock, cach share

having a par value of $1, or a 4otal valiue of $50,000,
for cash, . .

(3)-v$hat Metropolitan Coach Lincs,after the cffective date

heréof, may issue, sell, and deliver at par 1,000 dcbéntures,,cach
debenture having a value of $1,000, or a total value of‘$l,900;000,
for cash, and may ckocute 2 debenture agroomcnt.in; or substantially
in; the same form as that £iled in Application No. 34402 as -

EXnibit 14 - |
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() That Metropolitan Coach Lines, aftor the effective
date_hercof, may execute and deliver tho following documents to the
Bank of fmerica National Trust and Savings Association: '

(a) 4 note for $3,000,000 boaring Y% per cont intorost, payable
Cin sixty equdi monthly installments, and tho, accompanying
chattel mortgage. . ‘
(b) A note for $660,000 boaring W per cont interest, payable
in soventy-two cqual monthly installments, and the accompany-
ing c¢hattel nmortgage. , .

(¢) 4 bank loan agrecment rclating to the foregoing two listed
notes as set out In Exhibit "K' attached 0 tho application.

(d) 4 subordination agreomont rolating to the forcgoing two
. listed notes as sot out in Exhibif "I' attachod to the
application, , .

(5) That Metropolitan Coach Linos; after the offoetive
date hercof, may cxecute and doliver to the Pacific Electric Radlway
Company a note for the balapcc of thc-purcnasc price in the ambﬁnt'of
approximately 52;h56;63#, and, together therowith, o rolated dbcd‘of
trust and nmortgage and any Bthcr‘documanta'noccssary to complete
the bark end roilwey loans ih comnection thorowith, ~ ¢ &%

(6) That Motropolitan Cozch Limes shall uso the procceds

from the issuc of éaid;étbcké,'notos"and’dobonturcs for the purposes

set forth in the preceding opindom.
" (7) Thot Motropolitan Coach Lines shall file with tho
Commission7monthiy'réport§ as required by General Order No. 2444,
which order in so far as opplicoble is mode a part of this order,
 (8) That the authority grantced horein shail terminate
1f not oxercised by tho parties on or before Decomber 31, 1953,
unless the time be extonded by subscquoent order of this Commission.
The authority herein grantod to issue notes and debenturos

shnll become effcetive when Metropolitan Coach Lines has paid tho
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foc prescrived by Section 19014-(12) of the¢ Public Utilitio* Codec. In

othor rospects the cuthority herein granted shall bccomc effoctive

twenty days after the Zf%cof
Dated at G Fipursoce, Colifornia, this _ 420~

2y of / f, ;J}\JMJ/ y 1953.
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APPENDIX. "AM-

pPacific Electric Railway Company!s Certificates

for Passenpger Stage Operative Rights

from tae California Public Utilities Commission

Avplication No,.
132443
32835
32836
32947
33550
33243
33518
33638
33441
33834
33833
33861
33863
34027

Routes

67

62 & 63

50
58
91, 93 & G4
91
86
83
69

70, 71 & 79.

75y 76 & 77
61
51

Decision No:_
46471
up522
%6567
46538
4753k
47565
47973,
47974
48135
48071
47957
48183
48166
4825%

Date

November 27, 1951

December 11, 1951

éDeCembe:’l8,‘l9Si'
December,18;11951
August‘S, 1552. |
August 11, 1992

November 25, 1952 
November 25, 1952

© Jamuary 6, 1953

December 16, 1952 |
Novembor 25,¥l952
January 19, 1953
Jamuary 13, 1953
February 10, 1953




