Decision No. /G L/
SEFORE THE RAILROAD COMMISSION CF

In the Matter of the Application of)
SOUTHERN CALIFOENIA TEIEPHONE )
- COMPANY, S
a corporation, . for an order of the )
Railroad Commission of the State of)
California authorizing it to assume)
payment of a certain outstanding
gromissory note in the sum of
$450,000.00 and the %trust deed en~
cumbrance securing the payment of
said note, and authorizing it %o
execute and deliver three pro- -
missory notes in the face amount
of $114,000.00 each and to encumber
its . operative property by a trust
deed to secure the payment of 1vs
pronissory notes, and of TEE
PACIFIC TELEPEONE AND TELEGRATE
COMPANY, &. corporation for author-
{zation %o guarantee the payment
of said promissory notes.

Application No. 14I1l6.

)
)
)
}
)
)
)
)
)
)
)
)

T. G. Marszell, for applicents.

BY THE COMMISSION:

OPINION
Tn this proceeding the Railroad Commission is asked to

meke an order euthorizing:

i. Southern California Telephone Company ©o assume the
" payment of a promissory note in the principel
amount of $450,000.00 payable on April 1, 1835
with interest at the rate of 5.5 percent per
annum secuied by a deed of trust on certain
::ea.lrv} eztate and mp:-ovémen:s located at 740

South 0live Street, Los ivgeles;

o -




2. Southern Cealifornia Telephone dbmpany to execute its

" deed of trust on said real estate and improvements
and t¢o execute and deliver to Morgan Adams Inc.
three promissory notes secured theredy in the
p;incipal amount of $ll4,000.00'each,‘and,due
September 15, 1929, September 15, 1930 end
September 15, 1931, respectively, with interest
thereon at the rate Of seven percent per annum;
Paciric Telephone and Telegraph Company to guerantee
the payment of the aforesald promissory note of
$450,000.00 secured by said deeduorﬁfrust and to
égree fo hold the grantdr harmless from any and all

~ loss, cost and damage oOn account thereor, and to
guarentee the payment of the three notes for
$114,000.00 each to be executed and delivered by

éouthern California Qelephoné companye

The record shows that under date of October 23, 1921,

Southern California Telephone Company entered into a lcase (Exhibit
wim) with James H. Adems and Lilliarn T. Adams wheredby it leased
cortain premises together with & ten story bduilding to be construct-
ed thereon by the lessor. The premises are located on South
Olive Street, Los Angeles, between Seventh eand Sighth Streets, and |
 are describved in the application as followsz~
"Tot 'C' Reinzeman préperty in the City of ioa_Angeles,

County- of Los Angeles, State of Californila, as per ma&p re-

corded in Book. 7 Page 47 of Meps, in the office of the lounty

Recorder of said.Comnty, axd a porticn of Lot *'CT of Tract

No. 2252, in said City, as per map recorded in.Book 22, Pege
S3 of said Meap Records, described as & whole as. follows:




Beginning at the Southwest corner of said Lot 'C' Heinzemen
Propexrty, said corner being in the eask 1ine of Qlive
Street, 80 feet wide, distant Noxrth 37 54' ZEast 95 feet
from the North line of Zdghth Street, 70 feet wide; thence
along said Scuth line of Heinzeman Property being also the
North face of & three story brick building amd & 5 story
reinforced concrete building, South 52°14'30" East 135.39
feet to the UWest line of the West well of.a three stgry
brick building; thence along said West line North 37°37T307
East 7 Leet t0 the Northwest cormer of said last mentioned.
duilding; thence along the North line of said building,
South. S2¥14'30" Eest 30.7) feet to the East line of said
Lot 'C';thence.along said East line of Lot 'C' North
37937130 Bast 75.42 feet to the Northeast cormer of seid
Lot; thence algng the East line of said Lot 'C* Tract No.
2252, North 38722'30" East 24.62 feet t0.-the.Easterly
prolongation of the Noxth face of the North wall of a ten
story reinforced concrete building; thence along seid pro-
longeation and North face and prolongation thereof, North
52014'30" West 165.95 feet to & point in the Tagt line of
Olive.Street, said point being distent south 375 * West
232,70 feat from the South line of the 20 foot alley
along the North line of seid Tract No. 2252; thence along
Olive Street, South 3I7°54* West 107.04 feet to the point

of beginning. . -

It appears that under and by virtue of said

lease the lessors a.sreéd to construct on the prem'sés & ten story
building. The building was completed in 1922 and has since been
-used..'by applicémt for office purposes. Under the terms of the
lease applicant, among other things, is giveﬁ the option to purchase
_the real property and building at any time during September, 1927,
by the payment of Yhe sum of $426,400.00 plus en emount equal %o

the cost of the new building lesz ome perceat per anpum for depro-
cietion computed from the date of the completion of the building %o
the date of the exercising of the optiom. Tt is provided that
upon, exercising the option the lessee, in paymént for the properties,
shali assume the payment of any encumbraaces upon it and, at the
option of the lessor, pey in cash an amount 2ot to exceed twenty
percent of the balance of the option price, after deducting the
indebtedness assumed, and to execute, in evideace qr the remalining |
eighty percent of said balance, its fowr negotiadble prom."x.ssory notes,




each being for a sum equal to one-rdurth‘ the option price after de~
cucting frox the option price the amount of the 1nde‘otedn§s.s assuned
and the amount of the cash_ payment, the notes to mature one year, |
two years, three years and four years, resbec'cively, after date, with
interest at seven porcent per emnum, and to be secured by a deed of
trust. Xt is further provided. that The Pacific Telephone and
Telegraph. cémpany shall guarantee thae pé.ymoht of the’ indebtedness
é.ssuined end of the four notes thercalter issued.

It now is reported that on September 15, 1927, Southern

Californie Telephone Company elected to exercise i%s option to pur-

chase the properties as of that date. On. that dete thoey were
encumbered by & deed of trust by and between MNorgsan Adems, Inc. as
grantor, Title Insurance and Trust company; as fz:rustée, and the
Metropol:!.fan Life Insurance cémpany; as bencticie.ry, and a note
secured thereby for $450,000.00 payable April 1, 1935, with interest
at 5.5 percent per annum im tavor of Netropoliten Life Tnsurance
Coxpany. A copy of the deed of trust end note is tiled as
TxhIvIT "B. |

o The purchase price to be pald by the compeany under the

option by the compeny is $1,019,574.08. Tt is reported in this
comection that the buildins was constructed a.t a cost of

-.;623 S73.26 and that acerued depreciation, at the rate of one percent
_pe’r exnum, to September 15, 1927, amounted to 330,599,18, leaving &
balance of %93,174.08; 'This added to the é&zs,x;oo.oo to be paid
for the resl property, results, in the totel purchese price of




$1,019,574.08, which is payabdle as follows:

. 3113,574.08

2. By the assumption of the present out-
standing deed of trust and note. . . . 450,000.00

3. By the issue, secured by deed of trus?t,
of four promisseory notes for
6114 000.00 Q&Qh - ] - - - - - - - - - 456)000-00

N T

-

TOLAL eevveverconers §2,018,574.08

L copy of the proposzed deed of trust by and between
Southern Calirornia.melephone Company, as trustor, Title Insurance
axd Trust Compeny, as trustee, and Morgan Adems, -Inc., as benesi-
clary, securing the payment of the four motes for $114,000.00 each,
is filed herein as Exhibit "C". One of the $114,000.00 ndtes,
by the terms of the leese agreement, is payeble one jgar after
date s0 accordingly in making this application, fhe request 1s made
to issue only:thosc maturing more then one year after date, namelj:
those:maxuring two years, three years and four years, rgspeotively;
after issue. | |

In.aupport of the application herein 1t is allased tThat
the acquisition and use of the prdmiaes by Southern. Calirornia
Telephone Company is neeessary in the perrozmance of its duties %o
the public and that the ownership thereof by applicent in lien of
its continued leasing will be heneficial end economical to it.
It appears that by the texms of the lease the telephone company at
present pays 2 monthly ground rental of $2 123.3%, - smounting to
$25,479.96-annually and & sum equal %o ‘nine percent of the cost
ot the duilding, waich emounts to approxinmately @SG,OO0.00 and

thet in addition it pays all taxes, ausossments, inuurance, repairs,

otce. TUpon buying the propertles it appearv rrom.the tostinomy
herein, that assuming interest at seven percent on the cashfpaynwnx
113,574.08, epplicant's fixed charges on account or the pnrchase

S




of the properties will be about $64,600.00, an amount comsiderably
less then it otherwlise would havé to pay. FTurther, it .appears
that the value of the real property is in excess of the bricé .
(5426 400.00) . which the telephone company’ must pay under its option.
After due consideration we are inclined to approve. this
application. Ordinarily we wowld guestion the issue by Southern
Californie Telephome Company, at thic time, of seven percent no‘ces'"'
and 1% should be said, in this comnection, that the mere fact that
in 1921 applicant executed an instrument providing for the issue in
1927 of seven percent notes is xot in itself sufficient reason for
this Coammission to now authorize the issue of the notes. Eowéver,
in view of the present value of the real estate and the .savingsv that |
evidently will acecrue as a result of the purchase of the properties
under the terms outlined herein, we will grant the ‘a.pplica'ciozi.
Such action cx ouxr pert, hbwever,, is Dot to be considered a.s an
obligation on the Commission o recognize, In the future, the
interest rate on the notes as indicative of the cost 1o Soutb.erﬁ

California Telephone Company of its DOTTONSE MODOYe

Application heving been made to-the Reilroed Commission
for an order authorizing the guarantee and assumption of indebted=
ness and the execution and delivery of & deed of trust and promissory
notes, as Indicated 12 the foregoing opinion, & public hearins having
been held bdelfore Examiner Fankhauser and the Rai].road. Commission
being of the opinion thet the application should be gra'm;ed.',. as here-

in provided, and that the moxey, property or lebor to be procured or




peid for through such assumption =2nd exécu'cion of indedbtoedness is
reasonably required for the purpose specified herein, and that the
expenditure for such purpose is not, :!.n whole or in part, reasornably

chargeable to operating expense or to income,

IT IS FEEREBY ORDERED that Southern California Telephone
Compeay, in part peyment for the real property snd improvements
referred to In the foregoing opinibn, be,and it heredby is, authorized
%o a..#smne the enmbra‘nce of the deed of trust datc;d Fébma:y 2,
1925, now on sald properties, & copy of which 1s ﬁleé.'as Exaibit
"7, and to assume the payment of the ou’c.ﬁtanding pronissory note,
secured thereby, in favor of Metropolitan Life Insurance Company Iin
the amount of $450,000.00, peyable on April 1, 1935, with interest
at tho rete of 5.5 percent per annum, and to execute a deed of trust
substentielly in the same form as that £1led &5 Exhibit "C” end o
1ssue %o Morgen Adams, Inc. its three promissory notes eack 1n the
face amount of $114,000.00 end due September 15, 1929, September 15,
1930 and &ptemﬁef 15, 1931, respectively, with interest at the rate

of seven percent PEr annume

IT TS EERZBY FURTHER ORDERED thet The Pacific Telephone
and Telegrap}i cémpany i>e, ‘and 4% Iiez.-eby-is, au'i:b.orized. to éua:e.ntoo
the payment, im the form filed herein as Exhibit ™D, of ths

£450,000.00 note, the payment of which Southern Cai.{roz'nie.‘ Telephone

é:ompa.ny is herein authorized to assmé, ‘and the éerromnce" of the
vorms end conditions of said deed of trust dated February 12, 1925,
securing the peayment of said note, and Yo agrec o holéd Mé::ga:n. Adanms,
Tnc., the grantor under said deed of trust, hamless from any and all
ioss, cost or damege on account therefor, end, 'in. (a.'dd;ition, to

guarsntee the payment of the three notes in the fece amount Of




$114, 000.00 each, which Southern Californis Telephono Company is

he:cein authorized to execute.

The authority herein grented l1s sudject to the Lollow-
irg conditio#s:

le The authority herein granted to execute a deed of

~ trust is for the purpose of this proceeding only
and 1is grented only insofar as this Commis;ion
has jurisdiction under the terms of the Public
Ttilities ict, and is not intended as am approva.l.
of said deed of trust as tO such other legael Te~
quiments %o which said dged of trust myvbo
subject.

2. Lpplicants, or either of them, shall not hereafter
u:rgp the Commission or other public body or
couxt having jurisdictipn %0 conslider the rate
of interest on the three notes herein authorized
%0 de issued &s indicative of the cést to
applicants 61‘ borrowed mbney nor shall tho'
autaority herecin granted bde considéred as
obligating the Commission or other public bedy
or court to 3o recognize sald rate of interest
es indicating the cost of borrowed moneye

3, Southern Californis Telephone Compeny shall keep such
record of the issue Of the notes and the essump-
tion. of the indedtedness, as'herein'au'ghorized,
and of thé disposition of the proceeds as will
enaﬁle 1% to file, within thirty (30) days
'c’ne‘rearte:'r, o verified report, as required by the
Railroad Commiscion's General Order No. 24, which
order, imsofar as applicable, is made a paTt of
thﬁ.’s orders |

| Ee




4. The aﬁxhority hexrein grénted shall decome effective
" when $outhern California Telephone Company has
paid the fee prescribed by Section 57 of the
Public Utilities ict, which Tes is
'Seve'n; Hundred and Wizety Two (§792.00) Dollars.

DATED at San Francisco, California, this __ 2 f =
day of Februaxy, 1928. |

Cormissioners..
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