
STATUTORY INSTRUMENTS

1986 No. 1780

TRANSPORT
The Cleveland Transit (Transfer) (No. 2) Order 1986

Made - - - - 16th October 1986
Laid before Parliament 20th October 1986

Coming into Operation 26th October 1986

The Secretary of State for Transport, in exercise of the powers conferred by
sections 69(7) and (9) and 70(1) and (5) of the Transport Act 1985(a), and ofall
other enabling powers, after consultation in accordance with section 69(7) and
(10)(a) of that Act, hereby makes the following Order:-—

Citation, commencement and interpretation
1. This Order may be cited as the Cleveland Transit (Transfer) (No. 2) Order

1986 and shall come into operation on 26th October 1986.

2.— (1) In this Order—
‘“‘bus undertaking” means the activities carried on pursuant to the

operating agreement in the provision of services for the carriage of
passengers by road, and includes any activities of any other description
carried on in association with those activities;
“company” means Cleveland Transit Ltd;
“constituent councils” means Langbaurgh Borough Council, Middles-

brough Borough Council and Stockton-on-Tees Borough Council;
“joint committee” means the joint committee established by the operating

agreement;

“operating agreement” means the agreement dated 3rd May 1974 to which
the constituent councils are party, by which the joint committee was
established, and pursuant to which that committee has carried on the bus
undertaking;
“transfer date” means 26th October 1986.

(2) Except where there is provision to the contrary, any reference to a
numbered article or Schedule is a reference to the article or Schedule bearing
that number in this Order, and any reference to a numbered paragraph is a

(a) 1985 c.67.
[DET 5588]



reference to the paragraph bearing that number in the article or Schedule in
which the reference occurs.

(3) For the purposes of articles 3, 8 and 11, and Schedule 2, the prescribed
proportions are—

(a) for Langbaurgh Borough Council, one seventh;

(b) for Middlesbrough Borough Council, three sevenths; and

(c) for Stockton-on-Tees Borough Council, three sevenths.

Transfer ofproperty etc to company
3.— (1) There shall be transferred to the company the property briefly

described in Schedule 1, being property of a constituent council.

(2) There shall also be transferred to the company all rights and liabilities of -

the constituent councils which have been acquired or (as the case may be)
incurred for the purposes of the bus undertaking.

(3) On or within seven days of the transfer date, and subject to paragraph (4),
the constituent councils shall in the prescribed proportions transfer to the
company the sum of £90,000.

(4) The provisions of Schedule 2 shall have effect for the purpose of
calculating the amount of a further payment to be made by the constituent
councils or (as the case may be) the company to ensure that the amount of cash
transferred to the company pursuant to paragraph (3) is equal to the difference
between the value of transferred current liabilities (as defined in that Schedule)
and the value of transferred current assets (as similarly defined).

(5) On or within 7 days of the transfer date, the constituent councils shall in
the prescribed proportions transfer to the company the further sum of
£810,000.

(6) The transfers mentioned in paragraphs (3) and (5) shall be effected by .

means of—

(a) the delivery to the company of banker’s drafts in its favour; or

(b) direct transfers to a bank account of the company.

Consideration for the transfer
4.— (1) As consideration for the transfer to it of the property, rights and

liabilities mentioned in paragraphs (1) and (2) of article 3, and the cash
amounts mentioned in paragraphs (3) and (5) of that article, the company shall
issue to the constituent councils a debenture and shares in accordance with the
following provisions of this article.

(2) The debenture issued pursuant to paragraph (1) shall include the
following terms—

(a) the amount of the principal shall be the sum of £1,410,000;
(b) that principal shall be repayable—

(i) as to £140,000, on or before 30th September 1987; and
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(ii) as to the remainder, within a period of 25 years commencing on
the transfer date by equal half-yearly instalments payable on the
thirty-first day ofMarch and thirtieth day of September in every
year, the first of such instalments to be paid on 31st March 1988;

(c) the amount outstanding from time to time of that principal shall bear
interest at the rate per centum per annum applicable to advances from
the loans fund established by Middlesbrough Borough Council under
paragraph 15 of Schedule 13 to the Local Government Act 1972(a);

(d) such interest shall be payable half-yearly in arrear on the thirty-first
day of March and the thirtieth day of September in every year, and

(e) the debenture shall be secured by—
(i) a first charge by way of legal mortgage of the property described in

Schedule 1; and

(ii) a first floating charge of all the undertaking and property,
including book debts, of the company whatsoever and wheresoe-
ver both present and future,

and shall further include such supplementary, incidental and consequential
terms as may be decided by the constituent councils.

(3) The shares issued pursuant to paragraph (1) shall be fully paid ordinary
shares of the company with a nominal value of £1 each and shall be issued to
the constituent councils or their nominees in the following numbers—

(a) to Langbaurgh Borough Council—320,572 shares;

(b) to Middesbrough Borough Council—961,714 shares, and

(c) to Stockton-on-Tees Borough Council—961,714 shares,

and where shares are issued to a constituent council and its nominees, those
shares shall be divided between the council and the nominees in such

proportions as the council may direct.

Transfer of rights and liabilities relating to Middlesbrough Transporter Bridge

5. There shall be transferred to the company the rights and liabilities of the
constituent councils under an agency agreement dated 13th January 1982 and
made between those councils and the Cleveland County Council.

Effect of transfer on employees
6. The effect of the transfer provision for which is made in this Order on

persons employed in the bus undertaking shall be determined by applying the

provisions of the Transfer of Undertakings (Protection of Employment)
Regulations 1981(b).

Payments in respect ofpensions
7, On or within seven days of the transfer date Middlesbrough Borough

(a) 1972 ¢.70.
(b) S.I. 1981/1794.



Council and the company shall enter into an agreement in the form set out in
Schedule 3.

Termination ofoperating agreement and dissolution ofjoint committee
8.— (1) On the transfer date the operating agreement shall cease to have

effect and shall be determined, except only so far as may be necessary for the
joint committee to continue in being until the date when it is dissolved.

(2) The joint committee shall be dissolved on Ist January 1987, and on that
date the operating agreement, so far as it has not already ceased to have effect
and been determined by virtue of paragraph (1), shall cease to have effect and
be determined.

Amendment ofstatutory provisions
9. In paragraph (2) of article 7 of the Local Authorities (England) (Property

etc.) Order 1973(a), after the words “‘passenger transport undertaking” there
shall be inserted the words “(other than any property, rights and liabilities
formerly comprised in that undertaking and for the transfer ofwhich provision
was made by the Cleveland Transit (Transfer) (No. 2) Order 1986)”.

Modification ofSchedule 4 to the Transport Act 1968
10.— (1) For the purposes of its application to the transfer provision for

which is made in this Order, Schedule 4 to the Transport Act 1968(b) shall be
modified in accordance with the provisions of Part I of Schedule 4.

(2) Schedule 4 to the Transport Act 1968, as so modified and with
consequential adjustments to the numbering of the paragraphs, is set out in
Part Il of Schedule 4.

Supplementary, incidental and consequential provisions
11.— (1) This article applies to the obligations of the company under the

debenture mentioned in article 4—

(a) to repay the principal, or any part of the principal, secured by that
debenture; and

(b) to pay interest on the amount outstanding from time to time of that
principal.

(2) If at any time the company fails to perform any obligation to which this
article applies, and continues in such failure for a period of 28 days,
Langbaurgh Borough Council and Stockton-on-Tees Borough Council shall pay
to Middlesbrough Borough Council amounts equal respectively to the
prescribed proportions applicable to those councils of the repayment or
payment (as the case may be) which the company has failed to make.

(a) S.I. 1973/1861.
(b) 1968 c.73.



Revocation ofearlier Order
12. The Cleveland Transit (Transfer) Order 1986(a) is hereby revoked.

John Moore,
Secretary of State

for Transport.

16th October 1986.

SCHEDULE | Article 3

Property transferred to the company
1. The Middlesbrough bus depot, comprising approximately 3 acres of land

situated in Middlesbrough in the County of Cleveland and bounded on the
southwest by Parliament Road and on the northeast by Victoria Street and a
car park adjoining Victoria Street.

2. The Stockton bus depot, comprising approximately 4.5 acres of land
situated in Stockton-on-Tees in the County of Cleveland and bounded on the
south by Hill Street East, on the east by Wyndham Street and on the north by
Portrack Lane.

3. All buses owned at the transfer date by the constituent councils and under
the control of the joint committee. For this purpose, a bus which on that date is
in the control of the joint committee pursuant to an agreement for hire, hire-
purchase, conditional sale or loan shall be treated as owned by the constituent
councils.

4. The following vehicles other than buses—

Type Registration mark
Land Rover SAJ 799 H
Leyland Clydesdale Trade plates
Ford Transit HPY 693 N
Ford Transit YAJ 751 T
Bedford BDC 179 T
Leyland Terrier WAJ 299 Y
Sherpa BEF 547 Y
Ford Escort B 992 RAJ
Ford Escort C 948 YHN
Sherpa C 551 XEF

5. All tools, plant, equipment and other chattels used for the purposes of the
bus undertaking.

6. The issued share capital of Cleveland Transit Coach Travel Ltd
(registered number 1929454).

(a) S.1. 1986/1701; this Order was not laid before Parliament and has not come into
operation.



SCHEDULE 2 Article 3(4)

Procedure for ascertaining amount ofadjusting payment
1. In this Schedule—
“current assets’””> means—

(a) all transferred stocks;

(b) all transferred rights to the payment ofmoney within one year of the
transfer date in settlement of debts; and

(c) all transferred rights to the supply ofgoods or the rendering of services
by persons other than the constituent councils and the joint committee
for which payment was made by the councils or the committee before
the transfer date.

“current liabilities” means—

(a) all transferred liabilities to make payments ofmoney to persons other
than the constituent councils and the joint committee within one year
of the transfer date in settlement of debts;

(b) all transferred liabilities to supply goods or render services to persons
other than the constituent councils and the joint committee for which
payment was received by the councils or the committee before the
transfer date; and

(c) the liability of the company to repay within one year any principal
secured by the debenture mentioned in article 4.

“transferred” means transferred pursuant to this Order.

2.— (1) The company shall cause the values. of the transferred current
liabilities and of the transferred current assets as at the transfer date to be
ascertained by a person appointed by the company and qualified under section
389 of the Companies Act 1985(a) to be appointed as auditor of the company.

(2) Such ascertainment shall be carried out, and the results thereofprovided
to the company and the constituent councils, not later than 3rd January 1987.

3. If the value of the transferred current liabilities exceeds the value of the
transferred current assets (both as ascertained in accordance with paragraph 2)
by an amount greater than £30,000, subject to paragraphs 6 and 7 each
constituent council shall deliver to the company a banker’s draft for an amount
equal to the prescribed proportion applicable to that council of the difference
between that excess and £30,000.

4. If the value of the transferred current liabilities exceeds the value of
transferred current assets (both as ascertained as aforesaid) by an amount less
than £30,000, subject to paragraphs 6 and 7 the company shall deliver to the
constituent councils (or as those councils may direct) a banker’s draft for an
amount equal to the difference between £30,000 and that excess.

5. If the ascertainment carried out in accordance with paragraph 2 shows the
value of the transferred current assets to be greater than the value of the
transferred current liabilities, the company shall deliver to the constituent

(a) 1985 c.6.



councils (or as those councils may direct) a banker’s draft for the aggregate of
the difference between the two values and £30,000.

6. Any banker’s draft required to be delivered pursuant to paragraph 3, 4 or
5 shall be delivered not later than 28th February 1987.

7. Any difference of less than £100 shall be disregarded.

SCHEDULE 3 Article 7

Form ofagreement relating to payments in respect ofpensions
THIS AGREEMENT IS made the day of 1986 BETWEEN
Middlesbrough Borough Council (hereinafter called “the Council’) of the one
part and Cleveland Transit Ltd (hereinafter called “the Company’’) of the other
part

WHEREAS—
(1) By the Cleveland Transit (Transfer) (No. 2) Order 1986 provision was

made for the transfer to the Company of the property rights and liabilities
comprised in the bus undertaking of the Council and two other district councils
and such transfer took place on 26th October 1986

(2) The Council has by statutory resolution passed with the agreement of the
Company resolved that each employee of the Company who is a qualified
employee as defined in regulation 4(2) of the Local Government Superannua-
tion (Miscellaneous Provisions) Regulations 1986 shall for the purposes of the
Local Government Superannuation Regulations 1986 be deemed to be
employed by the Council.

NOW THIS DEED WITNESSETH as follows—

1. In this agreement and except when there is provision to the contrary—

(a) “the 1986 Regulations” means the Local Government Superannuation
Regulations 1986 (S.I. 1986/24);

“administering authority” means a body required to maintain a

superannuation fund under the 1986 Regulations;
“fund actuary” means the actuary acting in relation to a superannua-
tion fund for the purposes of regulations P5 and P6 of the 1986

Regulations;
‘

“party” means either the Council or the Company and

“parties” means both of them;

“nensionable employee” shall be construed in accordance with
regulation B1 of the 1986 Regulations:

“qualified employee” has the same meaning as in regulation 4(2) of the
Local Government Superannuation (Miscellaneous Provisions) Regu-
lations 1986 (S.I. 1986/380);
“remuneration” and “standard rate” have the same meaning as in the
1986 Regulations.

(b) any reference to a numbered clause is a reference to the clause bearing
that number in this agreement;
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(c) any reference to a numbered paragraph is a reference to the paragraph
bearing that number in the clause in which the reference occurs; and

(d) any reference to a numbered regulation is a reference to the regulation
bearing that number in the 1986 Regulations.

2.— (1) The Company shall deduct from the remuneration paid to each
pensionable employee an amount equal to the contribution which that
employee would under regulation C2 be required to make if at the time of the
deduction he was a pensionable employee of the Council.

(2) The Company shall remit to the Council the amounts deducted pursuant
to paragraph (1) at the intervals and in the manner set out in clause 5(1) and (2).

3.— (1) The Company shall also pay to the Council further amounts in
accordance with the following provisions of this clause.

(2) In respect of each pensionable employee there shall be paid an amount
equal to the percentage of his remuneration which equals the common rate of
employer’s contribution (with any individual adjustment for the Council)
specified from time to time by the fund actuary in a certificate under
Regulation P6.

(3) The Company shall remit to the Council the amounts payable in
accordance with this clause at the intervals set out in clause 5(3).

4.— (1) The Company shall also pay to the Council amounts equal to the
proportion of the aggregate remuneration paid to all pensionable employees
which is certified from time to time by a Fellow of the Institute of Actuaries
(who shall be nominated for the purpose by the Council) as representing the
estimated cost of entitlements arising under the Pensions (Increase) Act 1971
after retirement in respect of the service of those employees with the Company.

(2) The Company shall remit to the Council the amounts payable in
accordance with this clause at the intervals specified in clause 5(1).

5.— (1) The amounts payable under clauses 2 and 4 shall be paid by the
Company to the Council at the same intervals as the Council are under
regulation P10 required to make payments to the appropriate administering
authority.

(2) Each payment made by the Company under paragraph (1) shall be
accompanied by a statement showing the particulars set out in paragraph (4) of
the said regulation P10.

(3) The amounts payable under clause 3 shall be paid by the Company to the
Council at the same intervals as the Council are under regulation P7 required to
make payments to the appropriate administering authority.

6.— (1) Subject to paragraph (2) the Company shall reimburse to the
Council such part of the amount of any payment of interest- made by the
Council to the administering authority under regulation P7(3) or P10(6) as
relates to any payment due under clause 4 from the Company to the Council.

(2) The Company shall only be liable to make reimbursement to the Council
in accordance with paragraph (1) if—
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(a) the Council have given or sent a written demand to the Company for
the payment due under clause 4;

(b) that demand was given or sent not less than one month before the date
on which the Council were due to make payment to the administering
authority under regulation P7(2) or (as the case may be) P10(1); and

(c) the Company failed to make the payment due under clause 4 or made
that payment less than 21 days before the date on which the Council
became liable to pay interest to the administering authority.

(3) Any payment due from the Company under paragraph (1) shall be made
not more than one month after the date of a written demand given or sent to the
Company by the Council.

(4) If the Company fail to make any payment due under paragraph (1) within
the period specified in paragraph (3) the Company shall pay interest at the
standard rate on the amount due from the date of the written demand given or
sent by the Council to the date of payment (both dates inclusive).

7.— (1) The Company shall also pay to the Council sums equal to the
amounts which the Council is liable to pay to the appropriate administering
authority in respect of increases of pension payable by virtue of the Pensions
(Increase) Act 1971 which relate to an employee’s service prior to the
commencement of his service with the Company.

(2) The Company shall make payments to the Council at such times and
intervals and in such amounts as the administering authority requires such
payments to be made by the Council.

(3) The Company shall pay interest to the Council in default of payment at
the standard rate on the amount outstanding from the date payment is due
pursuant to this clause to the date on which payment is made to the Council.

8. The Company shall pay to the Council the proportion attributable to
qualified employees of any contribution paid by the Council under regulation
P10(1)(d) to the administering authority towards the cost of administration of
the relevant superannuation fund.

9.— (1) Any dispute or difference between the parties in connection with
this agreement shall be referred to and determined by a sole arbitrator
(hereinafter called “the arbitrator’).

(2) The arbitrator shall be appointed by agreement between the parties or in
default of agreement by the President for the time being of the Institute of
Arbitrators.

(3) The procedure to be followed shall be agreed by the parties or in default
of agreement determined by the arbitrator.

(4) In the event of default by any party in respect of any procedural order
made by the arbitrator he shall have power to proceed with the arbitration in
the absence of that party and to deliver his award.

10.— (1) This agreement shall be deemed to have come into force on 26th
October 1986.



(2) This agreement may be amended or determined at any time by
agreement between the parties:

IN WITNESS whereof the parties have caused their respective seals to be
hereunto affixed the day and year first before written.

SCHEDULE 4 Article 10

Part I Article 10(1)

Modifications to Schedule 4 for the purposes of its application to the transfer
provision for which is made in this Order

1. In paragraph 1—

(a)

(b)

(c)

(d)

(e)

in sub-paragraph (1)—
(i) the words from “shall have effect” to “the transferor’s undertak-

ing, but” and the word “‘such”’ shall be omitted; and
(ii) for the words ‘an agreement for the rendering of personal

services” there shall be substituted the words “a contract of
employment”;

sub-paragraph (3) shall be omitted;
in sub-paragraph (4), the words from “or, if either” to the end shall be
omitted;
in sub-paragraph (5), the words from “and ifeither” to the end shall be
omitted; and
in sub-paragraph (7)—
(i) the words from “(not being” to “‘wholly owned subsidiary” in the

second place where those words occur shall be omitted; and
(ii) for the words “‘this Act” there shall be substituted the words “the

Transport Act 1985”.

2. Paragraph 2 shall be omitted.

3. In paragraph 3, the words “in England and Wales” shall be omitted.

4. Paragraph 4 shall be omitted.

5. In paragraph 5—

(a)

(b)

(¢)

(d)

(e)

ip

for the words “Railways Board and the Scottish Group” there shall be
substituted the words “‘transferor and the transferee”’;
for the words “this Act” there shall be substituted the words “the
Transport Act 1985”;
the words “or in such wholly-owned subsidiary of” shall be omitted;
for the words “the certifying authorities” there shall be substituted the
word “them”;
for the words “‘one of those authorities” there shall be substituted the
words “either of them’’; and
for the words “the authorities concerned” there shall be substituted
the word “they”.
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6. In paragraph 6—
(a)

(b)

(o)

(d)

(e)

(g)

for the words “Railways Board or the Scottish Group” there shall be
substituted the words “transferor or transferee’;
for the words from “or by a wholly-owned subsidiary” to “another of
those authorities” there shall be substituted the word “them”;
in sub-paragraph (a)—
(i) for the words from “none of those authorities” to “the specified

land” there shall be substituted the words ‘“‘neither the transferor
nor the transferee”; and

(1i) for the words “‘that interest” there shall be substituted the words
“any interest in any of the specified land”;

in sub-paragraph (b)—
(i) for the words “one of those authorities or their subsidiaries” there

shall be substituted the words “the transferor or the transferee”’;

(ii) for the words “any other” in both places where they occur there
shall be substituted the words “‘the other’;

(iii) for the words ‘“‘any of those authorities or their subsidiaries” in
both places where they occur there shall be substituted the words
‘the transferor or the transferee’; and

(iv) the words ‘authority or subsidiary” shall be omitted;
for the words “one of those authorities or their subsidiaries” where
they occur otherwise than in sub-paragraph (b) there shall be
substituted the words “the transferor or the transferee’”’;
for the words ‘“‘one of those authorities or subsidiaries” there shall be
substituted the words “the transferor or the transferee’; and
for the words “those authorities or subsidiaries” there shall be
substituted the words “the transferor and the transferee”’.

7. In sub-paragraph (c) of paragraph 7—

(a)

(b)

(¢)

for the words “‘any officer or any servant of the transferor” there shall
be substituted the words “a person employed by, or engaged in the
business of, the transferor and holding a specified office or serving ina
specified capacity”;
for the words “the officer or servant” there shall be substituted the
words “a person employed by, or engaged in the business”; and
for the words “that officer or servant, of the transferor” there shall be
substituted the words “the first mentioned person”.

8. In paragraph 8—

(a)

(b)

(o)

for the words “this Act” there shall be substituted the words “the
Transport Act 1985”;
after the words “the provision in question relates to” there shall be
inserted “(a)”;
after the words “transferred rights and liabilities” there shall be
inserted “‘; or
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(b) any business or activity to which any of those rights and liabilities
relates”; and

(d) for the words “officers or servants” there shall be substituted the words
“persons employed by, persons engaged in the business of, or agents”.

9. Paragraph 9 shall be omitted.

10. In paragraph 10—

(a) for the words “7 to 9” there shall be substituted the words “7 and 8”;
(b) for the words “this Act” in the first place where they occur there shall

be substituted the words “the Transport Act 1985”; and

(c) for the words “this Act’ in the second place where they occur there
shall be substituted the words “that Act”.

11. Paragraph 11 and sub-paragraph (1) of paragraph 12 shall be omitted.

12. In sub-paragraph (2) of paragraph 12, the words ‘the said” shall be
omitted, and for the words “*7 to 11” there shall be substituted the words “7 to
10”.

13. In paragraph 13—

(a) for the words “‘one of the Boards or new authorities or a wholly-owned
subsidiary thereof” in the first place where they occur there shall be
substituted the words “the transferor and the transferee”, and for
those words in the second and third places where they occur there shall
be substituted the words “the transferor or the transferee”; and

(b) for the words “this Act” there shall be substituted the words “the
Transport Act 1985”.

14. There shall be added the following new paragraph—
“In this Schedule “statutory provision” means a provision, whether of a

general or a special nature, contained in, or in a document made or issued
under, the Transport Act 1985 or any Act (whether of a general or a special
nature) other than that Act.”.

Part II Article 10(2)

Schedule 4 as modifiedfor thepurposes ofits application to the transferprovision
Jor which is made in this Order
N.B. By virtue of the Transfer of Functions (Transport) Order 1981 (S.I.
1981/238), and subject to certain exceptions not affecting Schedule 4,
references in the Transport Act 1968 to “the Minister” are to be read as
references to the Secretary of State.

SCHEDULE 4

SUPPLEMENTARY PROVISIONS AS TO CERTAIN TRANSFERS OF PROPERTY RIGHTS AND
LIABILITIES

Allocation ofproperty, rights and liabilities

1.— (1) The provisions of this paragraph shall not apply to any rights or
obligations under a contract of employment.
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(2) Any property, rights or liabilities held or subsisting partly for the purpose
of a part of the transferor’s undertaking which is transferred and partly for the
purpose of a part of that undertaking which is retained by the transferor shall,
where the nature of the property, rights or liability permits, be divided or
apportioned between the transferor and the transferee in such proportions as
may be appropriate; and, where any estate or interest in land falls to be so
divided, any rent payable undera lease in respect of that estate or interest and
any rent charged on that estate or interest, shall be correspondingly appor-
tioned or divided so that the one part is payable in respect of, or charged on,
only one part of the estate or interest and the other part is payable in respect of,
or charged on, only the other part of the estate or interest.

(3) Any property, rights or liabilities held or subsisting as mentioned in sub-
paragraph (2) of this paragraph the nature of which does not permit their
division or apportionment as so mentioned shall be transferred to the
transferee or retained by the transferor according to which of them appear at
the transfer date likely to make use of the property, or, as the case may be, to be
affected by the right or liability, to the greater extent, subject to such
arrangements for the protection of the other of them as may be agreed between
them.

(4) It shall be the duty of the transferor and the transferee, whether before or
after the transfer date, so far as practicable to arrive at such written agreements,
and to execute such other instruments, as are necessary or expedient to identify
or define the property, rights and liabilities transferred to the transferee or
retained by the transferor and as will—

(a) afford to the transferor and the transferee as against one another such
rights and safeguards as they may require for the proper discharge of
their respective functions; and

(b) make as from such date, not being earlier than the transfer date, as
may be specified in that agreement or instrument such clarifications
and modifications of the division of the transferor’s undertaking as
will best serve the proper discharge of the respective functions of the
transferor and the transferee.

(5) Any such agreement shall provide so far as it is expedient—
(a) for the granting of leases and for the creation of other liabilities and

rights over land whether amounting in law to interests in land or not,
and whether involving the surrender of any existing interest or the
creation of a new interest or not;

(b) for the granting of indemnities in connection with the severance of
leases and other matters;

(c) for responsibility for registration of any matter in any description of
statutory register.

(6) If the transferor or the transferee represents to the Secretary of State, or if
it appears to the Secretary of State without such a representation, that it is
unlikely in the case of any matter on which agreement is required under sub-
paragraph (4) of this paragraph that such agreement will be reached, the
Secretary of State may, whether before or after the transfer date, give a
direction determining the manner in which the property, rights or liabilities in
question are to be divided between the transferor and the transferee, and may
include in the direction any provision which might have been included in an
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agreement under the said sub-paragraph (4); and any property, rights or
liabilities required by the direction to be transferred to the transferee shall be
regarded as having been transferred to, and by virtue of the Transport Act 1985
vested in, the transferee accordingly.

Right to production ofdocuments of title
2. Where on any transfer to which this Schedule applies the transferor is

entitled to retain possession of any documents relating in part to the title to, or
to the management of, any land or other property transferred to the transferee,
the transferor shall be deemed to have given to the transferee an acknowledge-
ment in writing of the right of the transferee to production of that document
and to delivery of copies thereof, and section 64 of the Law of Property Act
1925 shall have effect accordingly, and on the basis that the acknowledgement
did not contain any such expression of contrary intention as is mentioned in
that section.

Proofof title by certificate
3. In the case ofany transfer to which this Schedule applies, a joint certificate

by or on behalf of the transferor and transferee, that any property specified in
the certificate, or any such interest in or right over any such property as may be
so specified, or any right or liability so specified, is by virtue of the Transport
Act 1985 for the time being vested in such one of them as may be so specified
shall be conclusive evidence for all purposes of that fact; and if on the
expiration of one month after a request from either of them for the preparation
of such a joint certificate as respects any property, interest, right or liability,
they have failed to agree on the terms of the certificate, they shall refer the
matter to the Secretary of State and issue the certificate in such terms as the
Secretary of State may direct.

Restrictions on dealing with certain land
4. If the Secretary of State is satisfied on the representation of the transferor

or transferee that, in consequence of a transfer to which this Schedule applies,
different interests in land, whether the same or different land, are held by them,
and that the circumstances are such that this paragraph should have effect, the
Secretary of State may direct that this paragraph shall apply to such of that land
as may be specified in the direction, and while that direction remains in force—

(a) neither the transferor nor the transferee shall dispose ofany interest in
any of the specified land except with the consent of the Secretary of
State;

(b) if in connection with any proposal to dispose of an interest of the
transferor or the transferee in any of the specified land it appears to the
Secretary of State to be necessary or expedient for the protection of the
other of them, the Secretary of State may—

(i) require the transferor or the transferee entitled to an interest in
any of the specified land to dispose of that interest to such person
and in such manner as may be specified in the requirement; or

(ii) require the transferor or the transferee to acquire from the other
of them any interest in any of the specified land to which that
other is entitled; or
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(iii) consent to the proposed disposal subject to compliance with such
conditions as the Secretary of State may see fit to impose;

but a person other than the transferor or the transferee dealing with, or with a
person claiming under, the transferor or the transferee shall not be concerned to
see or inquire whether this paragraph applies or has applied in relation to any
land to which the dealing relates or as to whether the provisions of this
subsection have been complied with in connection with that or any other
dealing with that land, and no transaction with or between persons other than
the transferor and the transferee shall be invalid by reason of any failure to
comply with those provisions.

Construction ofagreements, statutory provisions and documents

5. Where in the case of any transfer to which this Schedule applies any of the
rights or liabilities transferred are rights or liabilities under an agreement to
which the transferor was a party immediately before the transfer date, whether
in writing or not, and whether or not of such nature that rights and liabilities
thereunder could be assigned by the transferor, that agreement shall have effect
on and after the transfer date as if—

(a) the transferee had been a party to the agreement, and

(b) for any reference (however worded and whether express or implied) to
the transferor there were substituted, as respects anything failing to be
done on or after the transfer date, a reference to the transferee, and

(c) any reference (however worded and whether express or implied) to a
person employed by, or engaged in the business of, the transferor and
holding a specified office or serving in a specified capacity were, as
respects anything falling to be done on or after the transfer date, a
reference to such person as the transferee may appoint or, in default of
appointment, to a person employed by, or engaged in the business of,
the transferee who corresponds as nearly as may be to the first
mentioned person, and

(d) where the agreement refers to property, rights or liabilities which fall
to be apportioned or divided between the transferor and the
transferee, as if the agreement constituted two separate agreements
separately enforceable by and against the transferor and the transferee
respectively as regards the part of the property, rights and liabilities
retained by the transferor or, as the case may be, the part thereof
vesting in the transferee and not as regards the other part,

and sub-paragraph (d) of this paragraph shall apply in particular to the
covenants, stipulations and conditions of any lease by or to the transferor.

6. Save as otherwise provided by any provision of the Transport Act 1985
(whether expressly or by necessary implication) paragraph 5 of this Schedule,
except sub-paragraph (a) thereof, shall apply in relation to any statutory
provision, any provision of any agreement to which the transferor was not a
party, and any provision of any document other than an agreement, if and so
far as the provision in question relates to—

(a) any of the transferred rights and liabilities; or

(b) any business or activity to which any of those rights and liabilities
relates,

as it applies in relation to an agreement to which the transferor was a party,
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and, in relation to any such statutory or other provision as aforesaid, references
in sub-paragraphs (6) and (c) of that paragraph to the transferor and to any
persons employed by, persons engaged in the business of, or agents of the
transferor include references made by means of a general reference to a class of
persons of which the transferor is one, without the transferor himself being
specifically referred to.

7, Without prejudice to the generality of the provisions of paragraphs 5 and
6 of this Schedule, the transferee under a transfer to which this Schedule applies
and any other person shall, as from the transfer date, have the same rights,
powers and remedies (and in particular the same rights and powers as to the
taking or resisting of legal proceedings or the making or resisting ofapplications
to any authority) for ascertaining, perfecting or enforcing any right or liability
transferred to and vested in the transferee by virtue of the Transport Act 1985
as he would have had if that right or liability had at all times been a right or a
liability of the transferee, and any legal proceedings or applications to any
authority pending on the transfer date by or against the transferor, in so far as
they relate to any property, right or liability transferred to the transferee by
virtue of that Act, or to any agreement or enactment to any such property, right
or liability, shall be continued by or against the transferee to the exclusion of
the transferor.

8. The provisions of paragraphs 5 to 7 shall have effect for the interpretation
of agreements, statutory provisions and other instruments subject to the
context, and shall not apply where the context otherwise requires.

Third parties affected by vesting provisions
9.— (1) Without prejudice to the provisons of paragraphs 5 to 8 of this

Schedule, any transaction effected between a transferor and a transferee in
pursuance of paragraph 1(5) or of a direction under paragraph 1(7) of this
Schedule shall be binding on all other persons, and notwithstanding that it
would, apart from this sub-paragraph, have required the consent or concur-
rence of any other person.

(2) It shall be the duty of the transferor and transferee, if they effect any
transaction in pursuance of the said paragraph 1(5) or a direction under the
said paragraph 1(7), to notify any person who has rights or liabilities which
thereby become enforceable as to part by or against the transferor and as to part
by or against the transferee, and if such a person applies to the Secretary of
State and satisfies him that the transaction operated unfairly against him the
Secretary of State may give such directions to the transferor and the transferee
as appear to him appropriate for varying the transaction.

(3) If in consequence of a transfer to which this Schedule applies or of
anything done in pursuance of the provisions of this Schedule the rights or
liabilities of any person other than the transferor and the transferee which were
enforceable against or by the transferor become enforceable as to part against or
by the transferor and as to part against or by the transferee, and the value ofany
property or interest of that person is thereby diminished, such compensation as
may be just shall be paid to that person by the transferor, the transferee or both,
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and any dispute as to whether and if so how much compensation is so payable,
or as to the person to whom it shall be paid, shall be referred to and determined
by an arbitrator appointed by the Lord Chancellor.

(4) Where the transferor or the transferee under a transfer to which this
Schedule applies purports by any conveyance or transfer to transfer to some
person other than the transferor or the transferee for consideration any land or
any other property which before the transfer date belonged to the transferor, or
which is an interest in property which before that date belonged to the
transferor, the conveyance or transfer shall be as effective as if both the
transferor and the transferee had been parties thereto and had thereby
conveyed or transferred all their interest in the property conveyed or
transferred.

(5) If at any stage of any court proceedings to which the transferor or
transferee under a transfer to which this Schedule applies and a person other
than the transferor or the transferee are parties, it appears to the court that the
issues in the proceedings depend on the identification or definition ofany of the
property, rights or liabilities transferred which the transferor and the transferee
have not yet effected, or to raise a question of construction on the relevant
provisions of the Transport Act 1985 which would not arise if the transferor
and the transferee constituted a single person, the court may, if it thinks fit on
the application of a party to the proceedings other than such a body as
aforesaid, hear and determine the proceedings on the footing that such one of
the transferor and the transferee as is a party to the proceedings represents and
is answerable for the other of them, and that the transferor and the transferee
constitute a single person, and any judgment or order given by the courts, shall
bind both the transferor and the transferee accordingly.

(6) It shall be the duty of the transferor and the transferee under any transfer
to which this Schedule applies to keep one another informed of any case where
either of them may be prejudiced by sub-paragraph (4) or (5) of this paragraph,
and if either the transferor or the transferee claims that he has been so
prejudiced and that the other of them ought to indemnify or make a payment to
him on that account and has unreasonably failed to meet that claim, he may
refer the matter to the Secretary of State for determination by the Secretary of
State.

10. In this Schedule, ‘‘statutory provision” means a provision whether of a
general or a special nature, contained in, or in a document made or issued
under, the Transport Act 1985 or any Act (whether of a general or special
nature) other than that Act.
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EXPLANATORY NOTE
(This Note is not part of the Order.)

This Order makes provision, pursuant to proposals submitted by the councils
under section 69 of the Transport Act 1985; and modified by the Secretary of
State after consultation with them, for the transfer of the joint bus undertaking
of the Langbaurgh, Middlesbrough and Stockton-on-Tees Borough Councils to
a company formed by those councils, Cleveland Transit Ltd. Article 3 (with
Schedule 1) provides for the transfer of property and a sum of money to the
company; article 3(5) (with Schedule 2) contains provisions for an adjusting
payment; and article 4 requires the company to give consideration (in the form
of a debenture and shares) to the councils. Article 5 provides for the company
to assume the functions of the councils in the operation of the Middlesbrough
Transporter Bridge. Article 6 provides for the Transfer of Undertakings
(Protection of Employment) Regulations 1981 to determine the effect of the
transfer on employees; and article 7 (with Schedule 3) requires the councils and
the company to enter into an agreement concerning payments in respect of
pensions. Article 8 provides for the dissolution of the committee which has
carried on the joint undertaking on behalf of the councils, and for the
termination of the agreement which established that Committee. Article 9

amends a relevant provision of the Local Authorities (England) (Property etc.)
Order 1973; article 10 (with Schedule 4) modifies Schedule 4 to the Transport
Act 1968 for the purpose of its application to this transfer; and article 11

contains a supplementary provision.

This Order also revokes the Cleveland Transit (Transfer) Order 1986 (S.I.
1986/1701), which was made on Ist October 1986 but which has not been laid
before Parliament and has not come into operation. This Order duplicates the
provisions of the earlier Order, except with respect to the amount stated in
article 3(5); the amounts stated in paragraphs 3, 4 and 5 of Schedule 2; and a
new clause 7 inserted in the agreement set out in Schedule 3.
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