
Decision. No. ___ I_q ___ <-t. ......... I..;.I __ _ 

In the Matter ot the Application or) 
SOOT.S:ERN CALIFOENIA TETEPRONE. ) 

COM)? ANI' ~ .... ) 
a corporation,.tor an order ot the) 
Railroad Commission. ot the State ot) 
Cal1!orn~a authorizing it to assume} 
pay,ment ot a certain outstanding l 

rom1ssory note in the sum o~ 
~50,OOO.OO and the trus~ deed e~­
eumbra:c.ee sec~1tlg the ps,3Dlen t of } 
said :c.ote, end authonz:1.ng it to ) 
execute and deliver three pro- ) 
missory notes ill the tace amount ) 

. 
. .' 

of ~ll4.000.00 each and to encumber) 
its.operative property by a trust ) 
deed to secure the pay.ment ot its ) Ap~lication No. l4~l6. 
promissory notes, and. ot ZEX ) 
PACIFIC TEI2PHONE Am) ~I:E:GRAPR ) 
COMP~, a,corporation tor au:thor- ) 
ization to guare.:o.tee. the pe.:yment. ) 
ot said pro:ai:3sory notes. ) 

.' :r. G. Ma.r~all., tor appl1cants. 

BY TEE COMMISSION: 

OPINION 

In this proceeding the :Railroad COmmission is a..sked to 

make an order authorizing: 

l. SOutllern California ~elephone Company to assume the 
. . . 

pe.:9lUent ot a. promissory note in the principal 
amount ot $450,000.00 payable on. A~ri1 1. 1935 

with interest at .the rat~ ot 5.5 percent per 

annum. secured by a deed ot trust on certain 
,.' 

real estate and 1m~rovement$ loeated At 740 

SOuth o live- Stree:t., Los J,.:c.gelez; 



• 
. 

2. Southern Ca11!O~e. 'l!elephone CompanY,to exeoute: 1t~ 

deed or trust on said real' estate and ~provem,nts 
and to execute and deliver to Morgan Adams. Dlc. 

three promissory- notes secured therebY-ill the. 

principal amount ot $114.000.00 'each, and due: . 
Sept~ber 15, 19Z9, Septemoer 15, 1930 and 

., 

September 1:5. 19Z1. respectivelY' , with 1nteres:t 

thereon at the rate o!'sevenpercent,per ~um; 

3. ~e Pacitic''l!elephone and ~elesraph COmpa~ to guarantee 

the payment ot the atoresaid promissory note ot 

~O,OOO.OO seoured OY' ~1d deed'iot:,tl:'Ust and to 

=gree to hold the grantor harmless trom aT.J:3' and all 

loss, cos~ and d&nage. on account thereot, and to 

guarantee the pa~ent ot, the thr~e, Il:0tos tor, 

$ll4,000.00 ~aeh to oe executed and delivered by 

Southe:rn calitornia 'J:elephone COmpanY'. 

~e record shows that under date o~ October 28, 192~, 

SOuthern Calitor:c.ia 'relepho:c.e CompanY' 'entered, into' a lease (Exhibit 

ft A" ) with J"emes. R. Adams and Lillian ~'. Adams whereby it leased , 
. .. . , 

certain premises together with a ten $tory building to be construct-, 

ed thereon by the lessor. 'rhe premise& are located on south 
, " 

Ol1ve Street, Los. Angeles, between seVenth and Eighth St:'eets, and 
'" ." ... are descr1bed in the application a$.1"ollows!-

"Lot. Ye' Eei:c.zeme.:c. property in the City ot Los Angeles, 
Cou:o:ty. of Los Angeles, State ot Cali1"o:n1e.. e.s per mAl> re-
oorded 1n Book. 7 P:.tge 4.7 or Maps, in the o~rice 01" the COunty 
Recorder or said:, County, and a portion or Lot 'C' or Tract. 
No. 22SZ.~ in said City ~ as per :map recorded 1ll. .. Book '22, page 
53- 01" :s:e.1d Map Records, described as 4 whole as~ :rollows:, 

2. 

.. ... 



Beginning at the Southwest corner of said Lot '0' Reinzeman 
P::-operty, said corner be1ng in the, ee.s6 l1ne ot Ol1 V& 
Stree.t, eo teet wide, distant North 37 M~ East. 95, tee,t. 
fi'om. the, North J.1ne ot &!1ghth Street, 70 !'eei:t wide; thenee 
along said South line ot Re1nz~ Property be1ng also the 
North race ot a three story br1ck building and a S stor,r 
:rei:c.torced. concrete. building, South 52°14.30" East. 135..39 
1"eet to the West l1ne or the West we.ll or ~a. throe. 3tgl:'Y 
briCk building; thence along said West line North 37 37Y30" 
East 7 teet to tAO Nortllwest corner of said last mentioned. 
bu1lding~_thence along the North line or said bui1d1ng~ 
South, 52""".1.4'30" East 30.7l teet to t.he East line or said 
Lot 'C'; thence -along said East Une 01' tot '0' North 
370z7'30ft East 75.42 teet to the Northeast corner or said 
Lot; thence alg:cs the Ee-s.t line 01' sa,id Lot '0' .~raet 'No. 
2252, North 3S 22.':30 ft East ~.02 teet to- thewEasterly 
prolongat1on ot the North race or the North wall 01' a t~ 
story reintorced concrete building; thenee along said pro-
longation and North taee and prolongation thereot, North 
SZOioi'30w West 105.95 t'ee.t. to a. point in the E,a .. t line ot 
011ve~Street, said po1nt being distant sou.th Z?54' ,West 
23Z.70._teet 1:rom. 'the South l1ne 0: the 20 toot alley. 
along the North line, ot said ~raet No. 2252; thence along 
Ol1ve Street, SOu.th 37°54' Wes.t 107.04 teet to the :point 
of beginn1ng. .._ .. 

It appears that under eJ:l.d bY' virtue ot said. 

lease the lessors agreed to construct on the premise.s a ten st.ory' 

building_ ':he bu11d1ng was eompleted in. 1922 and has sinee 'been 

usod by applicant tor ot1'1ee purposes. 'Onder the terms. of the' 

lease appl1cant, . emong other things, is S1 Yen the option to purehase 

the real property and building at tJ.:J:ly t ~e ,~tU'"iDg September, 1927,. 

bY' the payment ot the sum. ot $4.U,400.00 plus an amount equal to 

the eost ot .the new building les$ one percent per ann~ tor depre-
, ' , 

eiat1o:c. computed ~om the date ot the eompletion ot the bUilding to 

the date 01' the exercising ot the option. It is provid.ed that 

upon exercising,the option the lessee, 1n payment tor the properti~s, 

shall assume the pe.y.ment of any encumbranees upon it e.nd, at the 

option ot the lessor, pay 1n. eash an. amount not to exeeod tlrenty 

pereent ot the balanee ot the opt1on price, after doduct1ns tho 

1ndebtedness assumed, end to execute, ill evidence ot the %'eme:1n~ng 

e1ghty" peroen.t 01' said oo.J.e.nceJ: 1 ts tou:t" negotiable promisso%7" llOtes~ 



each. be~ :or a s~equalto one-tourth the option price atte~.de­

dueting ~m the option price the smount ot the indebtednes~ assamed 

and the- a:m.ount or the cash p~e:c.t, the notes to mat~e one yeer, 

'tWo- years, three years end tour years, re-spectivel.y, after date, With 

interest at seven percent per an:c:cD2., tmc1 to be socured by a deed ot 

trust. It is turther provided that ~e Pacitic ~elephone and 
~eleg:r:e.ph· cOmpany sh.e.l.l suaranteo the p~ymei:1.'~ ot the'1lldebtodnes$ 

assu:ned and ot the tour notes therea.tter issued. 

It now is reported that on September 15, 1927,. Southen 
'.' ~ California ~elepho:c.e Co~pany elected to exercise its o~t1on to pur-

chase the properties as ot that date. on that data they were 

enccm.bered by a deed ot trust by end botwee:c. Mo:rogan Adems, Inc. as 
, . 

grantor, 1'i tle Insurance end 'rrust Company-, as trustee, e.nd. the 

Motropol1 tan L1~e Insurance Com;pe.ny ~ as be:c.et1e1e.ry, and a note 

seourod thereby ro~ $4so,~oo:oo ~ayAblo April 1. 1935, with interest 
. .. 

at 5.5 percent per annum in tavor of ~etropolitan L1te Insurance 
~ . 

Company. A copy of the deed or trust and note is tiled as 

Exhibit "B". 
lJ!he pUl"chase price. to be paid by the company under tho 

option 'bY' the company is $1~Ol9.,S74t.08. It is reported in this 
. . 

connection that th& building was construoted at a cost or 
$623,573.26 and that accrued depreciation. at the rate ot one ,ereent 
:per a.:cnum, to ~tember lS,1927, emou:c.te,d to $30,399~18, leav1ng a 
balance ot $593,174.08. '~1$ added to the ~,400.00 ~o be paid 

. '.' ( , 

tor the real propert:r~ re.su.lts.1n the total. purchase- price of 

4.. 



$l~019~574.OS, which is payable as ~ollows: 

1. Il:4 e.a.sll • • • • • • • • • • • .. • .. • • • $llZ,574.08 

2. ~ the ~ssumpt1on or the present out-
, standing deed or trust and no·te. • • • 450,000.00 

3. By' the issue, secured by deed o'! trust, 
o'! tour promissory notes tor 
$114,000.00 each • • • • • • • • • • • 456,000.00 

~otal •••••••••••••• ~!019!57~.08 

A cOPY' ot the propo:sed deed ot trus.t by and between 

Southern Cal1torn1aTelephone Company, as trustor, T1 tle Insurance. 
'. .I, 

and Trust CompaJ:lY, as trustee., and Morge.n Ade.m.s, . Inc., as 'benet1-

ciary, securing the pay.ment ot the tour notes tor'$1l4,ooO.OO each, . 
is tiled herein as EXhibit ~c~. One ot the $ll4,000.00 notes, 

~ • <I • 

b:r the terms or the lease agreement, is :payable one ye.tJ:r atter 

dater so accordinglY' ill 1llJ'1k1Dg this applioation, the request is :made 

to issue only' those maturing more. than one year arter date, namely: 

those maturing two years, three years and tour years, respeet1veJ3, 

a:rter is.sue. 

In. support ot the appl1cation herein 1t is alleged that 
f' 

• , • I 

the acqu1sition,and use ot the premises by Southern. California 
. , 

~elephone Company 13 neoessary in the pertor.mance. ot its duties to 

the public and that the ownership th6reo~ by ap~11cant ~ l1eu of 

its continued leas.ing will bebenet1cial and economical to it. 

It appears that by the ter.ms ot the lease the telephone company at 

present pays e. m.ont~ ground rental ot $2,l23.33-, - e.mount~ to . 
$25,479.9~ annually - and a sum equal to nine peroent ot the cost 

ot the building, which emounts. to approximAtely $56,000.00, and . 
that 1n add1 ti0l:!. it pays all. taxe.s, assessments, insurance, repa1rs, , 

etc. Upon buying the properties it appears :c'rom. the . test1l:l.~ 
, -. 

herein, that usuming intere.st at seven percent on. the ea&~~y.ment >: ,or 



or the properties will be about ~54.~600.00, e.n emou:c.t considerably· 
.. 

less than :1. t otherw1~e would have to pay. Further tit ,appears 

that the value or the real pro:pert:y' is 1n exces:J ot the :.?rico . 

($426 .. 400.0():which the telephone company'must pay u:l.der its. optiOn.. 

Attar due con~iderat1on we are 1nclined to' approve, this 

applicat:1.on. Ord1naril1 we would question the issue by Southern 

Ce.11tornia Telephone COmpanY', at this t1m.e, ot seven percent notes 
and it should be said, in this conneotion, that the mere taet that 

in 1~21 applicant executed an instrument providing tor the issue ~ 

~g27 or seven percent notes 1s not ~ itself zuttieient reason ~or 

this Commission to now authorize the issue ot the notes. :a:owe"'l'er~ 

1.ll.. view or the. present value or the l'eal estate- and the ,savings.· that 

eV1dent~ w1ll acerue as a result or the purchase or the properties 

under the terms outlined herei:c.twe Will gl"ant the app11 eat ion. 

SUch action C~ our part, however J is not to be eO%l.S1dered as an 

obligation on. the COmmission to recognize, 1n the tu.tUl"'e, the 
interest rate on the notes as indieative ot the cost to Southern 

Calitornia Telephone Company ot 1 ts bor.rowed money. 

App~1cat1on having been made to,the Ea1lroad Ccmmise~on 
. . . 

tor an order authorizing the guarantee and ,assumption ot indebto4-

ness and the ex~eut1on and delivery ot a dee.d ot trus't and :promissory 

notes, as 1Jl.d.1eated U the torego1ng opinion, e. public hear~ havi~ 

bee:c. held betore Exmni:c.er Fankhauser and the :Railroad Cormn:1.ss1on 

bei:c.e ot the o:p1n10:c. that the application shoUld be granted, as here-

1n provided,. and that the money, pro:perty or labor to 'be ~rocu:t"ed or 



paid tor through such assumption ~d execution ot indebtedness is 

:easonably required tor the purposespeeitied here1n~ and that the 

expenditure tor such ,u-~ose is not, ~ whole or 1n part~ reasonably 

chargeable to operating expense or to income, 

IT IS 133REBY ORDEBED that Southern california 'J!elephone . 
. ~ ~ . ' 

CompaJlY, 1n pa~ payment tor the real property and 1%IXprovements 

:r:-eterred to 1n tb.e torego1ng opinion, be ,and it hereby is, authorized 

to ass.tZme th1e e:c.eum'brance ot the deed 01" trust dated F~~e.ry 12, 
.. 

1925, now on said prope~1e~, a copy ot which i~ tiled as EXA1bit 

"B", and. to as:5ttal.e the payment ot the out$tand1ng :prom1ssoJ:7 note, 

secured thereb:r, in taV01: ot Metropolitan Lite Insurance Company' 1%1. 

the e:nount ot $i450, 000.00, payable on J.prii 1, igss·, with' 1nteros't 

at the rate or 5.5· percent per annam, and to execute ~ deed ot truzt 

sttbstc.n tie.lly' in the same torm. as that tiled e.s Exhi bit. "C" and to 
. .- ~ 

issue- to Morgan Admns, Inc'. its three: ;s>rom1ssory notes. each 1n the 

tace amount ot $i14,OOO:Oo and due September lS, 1929, September lS, . 
~9~O and september 15,.1931, respaetively,. with interest at the rate 

ot seven percont per ~um. 

~ IS REBZBY FUBx.HER ORDERED th~t ~e Pac1tie ~elephone 
., .... .... ; 

and Telegraph COmp~ 'be, and it hereby is, authorized. to guarantee 

the payment,. 1ll the torm tiled here1ll as. Exhi bi t "DfP
, ot the .... 

$450,000.00 not&, the paym.e:c.t ot which Sollthern california ~ele:phone 
. . 
Company is herein authorized. to assume,. and the pert'O:t"m1>IlOO ot the 

te~ end conditions ot said deed of trust. dated February 12, 1925, 
~ 

seeurlD.g the payment ot said note, a:ld· to agree to hold Morgan A~, 

Inc,., the grantor und.er said deed ot tru.st, harmless from a:JJ.Y and all. . ' 

loss, cost or damage on account therotor, and J in. addition, to 

guarantee t~e pay.m.ent ot the three notS$ 1n'the !e.ce lllUOtUl.t or 

7. 



$ll4,000.00 each p which SOuthern Cal1tornia ~ele~ho:c.e COm.pany is 

here~ authorized to exocute. 
Tho authority herein granted is subject. to the tollow-

1ng conditions: 

l. ~e authority herein granted to execute a deed or 

trust is tor the purpose or this ~roeeed1ng onl7 
,I ~ , ." 

i 

and is granted onll'" 1nsotar as this Commiss,ion 

has jurisdiction under the ter.ms ot the ~blie 

Utilities ~ct, and is no~ ~tended as an" approval 

or said deed ot trust as to such other legal re~ 

quirement5 to which said deed ot trust may be 

sub-jeet. 

2. Appl.iea%l.ts, or either or them, shall not hereatter 
" \ 

~ge the Commission or other public body or 

eou...-t hav1:o.g jurisdictiOn. to consider the rate 

ot"interest on the three notes here~ authorized 

to- be 1ssW~d e.s indicative ot the cost to 

applicants: ot borrowed monel" nor shall. the 

authority herein granted be considered as 
obligating the Commission or other ~ubl:1.c body 

or court to so recognize" said rate ot 1nterest 

as indicating the cos~ or borrowed money •. 

3. SOuthern cal1tor.n1a Telephone Company shall kea~ such 
" " 

record ot the issue ot the notes and the e.~3i2l11P-

tio~ ot the indebtedness, as herein authorize~ 

an~ ot the disposition ot the proceeds as will 

enacle 1t to tile, w1th~ th1rty (30)d.ays 
... 

tnereatter, a veriried report, asrequ1red by the 

Railroad COmmiss1on's General Order No. 24, wh1ch 

orlier, 1n.Sotar as applicable, is me.da a pa.-t o:t 

t~1's order. 
8. 
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~ ~e authority herein gr~ted shall become etteet1ve 

when Southern ~11tOrnia ~elephone COmpan~ has 
paid the ree prescribed by Section 57 o~ the 

Ptl.b11e Ut1lit1es. .Act, Wh1ch-t'ec is 

Seven HUndred and-Ninety 1"v;o. (~'l92..00) Dollars. 
.. . 

.. ". 
DAT'ED. e. t san Francisco,. call1'ornia, thi$ ___ ~~J_~_. __ _ 
...... , ... 

day ot' Febirue:...."'7, 1.928. 

~tml1SS1011e:rs • 


