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.Dec1sio:,~ No. ~ 1826 ' 

0t' THE STATE OF C'Ju...tFO&'n:A 

·[J)~~cr»I.E' ,.,~:: '. In the ~~~ter ,0£ thci hpplic~tion 

of 
11'-:.'":1..... :Y.7UI'!'I· ~ '... T .... T ',;?"r ",..~. CO' ;urp:. !I!V . ~.;. .. J.~ ~. .J. I.i ~J.I !:J;..J..,J:: v.:..... .TJ.,t'I,J, .. _ , a 
C~1.ifor:" .. i:;:. c~.J!'po:r:;,. tion, for c.n 
orcerc.'J.thlJr·!'zir.git (~) to i::sue 
<lnci $011 S6·S·O,OOO prj::" .. c:Lpal o.!'C.O'l.4"lt 
o~ 5% Cu=:.:.lativ0 r~c",:ne Debenture::; 
du.e J\ •. nel, J.973 .• Co) to oxecutc 
a.."ld deli vel' .. r~ Ind e:r; t1.lr~ to be .da t-. 
ec. ~s of'Ju.."l~ l, 191;.8" (c) to· ~?P::'7 
th~ proceed.s of s~le 0: :;:aid Debell­
tll::'ez to cor:::pJ.ct:tonof. irJ.prover.lc:" ... ts 
a:'ld ,E-y..'~ensiox:.s herein referred to". 
ti,)discnarg~ 01' ce-rtain obli~ationz 
and to reimburse the treasury ~nc 
Cd) to amend 1 ts .';'rtic-lcs O!" Ir~cor­
poration;o increase its s~:.ted. capi­
t:;tl and issu .. ,) 25,,000 shar~z of $10 
pa~ vo.lue c'apitaJ. stoc~~ in li~~u of 
anti in e~eb.at':.eefor ~5 ,.000 sht.:.re::: ()f 
$1 par v~"lue capi'till stock.' 

~, - - - ~ - - - - - -
O?IN!O~~ 
-----~----

Ap'plica tion 
No. ~t445 

In this :J.pp11cz.t1on, .:<err.. ~~lutu.i;J.l Telephone Com.pany 

seeks (j,r. ord.er o~ this Co:.rilll:!.$zio'!l ~:.lthorizing it to iss'..l.e one. 

cell, for the: pilrpoz:cs h¢:r'~4'i't~r !;tatcc, $650,) 000 principal ' 

arlOU-"lt of its 5% C".,!.~ul~tivc !nco:nc Dcbent'u.r~s 'due J;.me, 1: 197;; 

to execute and deliver :::.n indenture substantially in. th.e fOrrrl on 
to a~cnd 1tzArticles 

,'. 

of !ncorporo.tio!'l., inc::-ei:lse itc stQ.tcc. c~pl.tal ::.lone iszue 25·".000' 

s!lares 01'.$10 par v~l:.::.e capitd.l stock L'"'l li0U of;and in.excl').<lngc 

for 25,000 snare:;; of $1 1'o.r 'VQlu~ c:,p~7.:.:;.l stock • 

.:cern Mut1..t&l Tele!,hone C.":':lP:1t!?,- 'o€re1n . ;;:omet:l.nl~s 

rcf>~rred. to as Applic~rit, is a c·orporo.tion organized. f.l,nd. exist1::.g 
" , 
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ll)cal :;:.nd long dist~!"!ce t.elephone servic~s i."l the COI:"..rn.u.."'li ties ot 

T .. ,~ ... .:...l. .. , Fellows ,.Maricopa, !·:cKi ttrick, B·~ttor.wil!ow.,. Lost HillS. 
. . 

and Cuy:::.:c.o::. Vo.l1.ey, Kern Coc.nty, C~l:i.for~ia. "Applic~nt also 

. . 
toll·linGz co:"..necting ..... 1 th The P~c'i~'1c 'i';;;lephone.c;.ne l'e-:'egraph, 

'. . 
30,1948, in E:y .. hibitt!B-:L~', · .... hichmay· 'oe sUJ':l.'11arlzcdas follo''''s: 

Ass~ts 

I~ve:;tment.sin -plant' 
Current i:.ssets 
?re?:.:.y:n.ent~ 

Total A.S$ct~ 

T l' ,,,,,,'" ~lt'l .... C' , J." ,. ..... \ J: I'll, -.- .... '-' .J 

Notes paya.'ole' 
Othe~ ~J.r:"e:nt li.:l.b:i.li tie-s 
Accrued t.~xe:3 
Pr~v~cent rcser.ve 
Reze~vc 1"er de·pl'cci::.tion 
Donations, '" 
Com:n.on, s tocl< . 
UnD.ppropri~ ted s1;.l'plus 

Tot~~ Liabilities 

150~OOO.OO 
72,96~.62-
27,776 .. 00 

304.96,:. 
33.9,060,.46· ' 
24,728.92', " 
25,,000 .. 00 

'"11 "'. '">0"'" 09' '"'i,e:,,, o. 

For th~ year 1947 ~ncl tL'l.e i'i:tstfour mor:.ths of 1943' 

.l1.ppl::'cant rcpo~ts, ir. Ex.i.ibit "B-2'" ,revenuesanc. ej'~penses as 

follo~s: 

Gross opera tins rev~nues 
. Ope!'.:;. ti.."'lgexpe~sc$ 
Net operatir..grevenues' 
Oper;';!. ting'tax'es 

Year Ended, 
)2-31-4.7 ' 
~309~645:.25, 
"1" ., 1'7 'J 0 :t. :?' J.t.k •• t 

$ 91,1498.:0 : 
40,6:;>0. 96, 

z,...iQ,..9.11..JQ 

Fo'O.r l'1onths 
Er.dt?d . 4-~Q-I,8, • 
~·1~O,.~3.5.l,5' " 

84,'317.53, . 
'$, ;.sS",91'? .'62" ,. 

'16,'?19":17/ . 

f.L.l9~8 . J, 5 

"",' 

statement o.s of 'June l, 19~8,in which A~pl'icantshowz 'az.. its 

only outstar..dL"'lg· stock, 25 ,000 sh:a~es of co:n::O:l stoc;(, h~vin.b; a . 

p~r value Of' '$1 per share i:..nd a total ~r VCl.luc of $25',000.': 

,. 
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The outstanding notes of,App1icant,a1l l~suea to Bank of Amcrico 

National Trust and Savines Association, are :-eported as follows: ;, 

Da.te of I sS12:e' Ar.'tount Date 2f Ivla ~uri t:£ R;:: te' of In:t:ercs~ 
Qcto'ber 9, 19/.7 ~lOO,OOO ' Decemoer 10, 1947 )5~ to 2-1-48 ',:!nc ' 

. , 4% tb.erea.;rter 
January ,9, 1948 ;0,000 June 1, 1946 4%, " '. 
Hay, 25, 1948 6;,000 Se~teI:lber 1, 1948 4% 

The ~pplication sho ...... s' in Ex..",ioit ":S~3n as cor:-cctec, 

that $656,984 of addition~l funds will bereq,1.lired f:::-om outside 

sources, from Hay 1, 1948 to Mo.rch. 1, 1949, for'capital purposes. 

This s\.Un'is segregated as follows: 

Projects" ' 
Taft ca"cleexpans10n 
'Tatt centralo.ffi:ce building ~nd. pile yar.d 
Ta~t station and PBX conversion and inst::J.llation 

, of held orders 
Taft dial' office 
Bu tton·..rillowrural,~xpar..sion 
Fellows cable pl~nt 

, Fello~ .... s~ 'build.ing , 
Fellows, statior. a."ld PBX cor.ve:-sion ~~d 

, ,installationo~ held o!"ders 
Fellows, new ,cen,tral' office 
Normal requirements 
Expenses of, financing' 
"!";o~k:tng capital' 
L03n 

Total 
Les-s: 

Incomo 
Deprec1z.t1on" 

Total additional funds re\j,uired 

Amount 
;:. ll,:35:5 

85,,000 

57,07~, 
299 021 ' , , 

6,,000· , 
7,224', ' 

, :3 ,00,0" 

5,715,,' 
4,047' 

12,000,·-, 
21,250" ' 
20,,000 ' 

~50',~OQ" 
$8'1,,84, " 

14? 7,00: . 
lQiQQQ ~ •. , , 

$656~9si>, ' 

10 finance the es~1mated expenditures, in p~rt, 

Applica.. ..... t propos,es to create an issue of de·o~ntur~s. It int~nds 

to offer the debentures directly to purcJ:.:;.:.sers a.nd also to,enter 

into an agre-e~ent""itb. c. 1 ... ~ Botzum of Loz ,Angeles, ,California; 
. . ~~:~~, .'. . ~.' " . . 

fortb.e sale:':'ci!. the: debentures by hini. and his employe~s' as 

,agents for Applicant on the basis of. a co:nmiscsion calcul2.ted on 
, . 

the pr~ncipal :lIrJ.O,unt of all debentures sold, including sales 'by 



1~% if sales d'o 'r;.ot exceed ~199, ~OO. , 
2~ 1!' ~al(~s exc~ed $199)")00 but 00· notexc~ed $049;000. 
2 ~"1 I" t,"'··· .. ' 0" ~'6 25(') I~ "1'1 ..... ~50 "00 0.('>' ... h .... ':tIC> \o.J. ..., ... (J..j" ........... , w.... J.,I,.;I..I. ..... ~ ,'.J ... 1.0. '" 

deb~nt~rcs ar~ sol~. 

to any pe::-scnother 'ecan a bona fide r~slder..t of the St;;.te of 

C~li:"ornii;4 "-,,l'lo!ll.4rctla::;es for investment and not for the, :p'l;.:"p~sc. 

of ::-e~.7Lle. By $0 :~i ting off.r:rs o.t.lC sal~s' of the debe:ltur~s 

it ",1.11 'not be nec0~sary to register thcdeben,tures u.."1der the 

Sec'..l.ri tiez '.l~ct of 193:3.. The proposed offering." price of the '. 

de'oent~rC$ 1sto be !:ot less thar~ the princip<.l.l am.ou!'lt ther~ol'" 

plus acc:::-ucc.. -.tnt,ores'!; frOL'l Jur~e l,j.9I..o. 

Applicant ;>rvpozes to a.pply ti'le proceeds froe'. th(i: ·~o.le 

debtec..."lcsz ,to the comp10t!.on of.tb.e iI:l,rov~tl'~:'lts a:-~d <:xtcnsior..s . 

desc:,fbed in tL-J./~ a:9p11ce:. tior., ~::d to the rr.d.:n.burse::l(:~t of its 

tre~S1;.ry for :monies expenc:.ed for such ir.l?rove::ler..:.t.g an<1 extensions. 

,Upon completion .of the ot1.'er 01" tl:",I,edebentur~z, 

Applicant propvees, 5.1' the' proceedz of thr: sale. of the <iebentu::-ez 
, 

are insufficient for the :-oregoing purposes, to .1,::su€: 00 11 g.;:, tions 

senior to the ceoentt.4r¢s (if senio:"ity is required by the lend.ing 

agency) ~or the pur',t)ose of providing 8ny rec!".lired ac.c.1'tional 

funds _ ~tl<::scnior o'olig .. :., tions '..;111. be i::-• .a maxi.t"i'..l."n :pr1ncipo.l 

a.::LOU.l1.t not .exceeding $500,000.-

The c.ece-n tu:'es (,1,re to- be issued in o.ccord~cc -..:-1 th' the 

terms of a propoz~d indenture, c:.&ted :i~ of June 1, 194:8,on rile 

in this o.ppl·icatior.. as E~..hiblt neff. Th~.·lndcnt'J.re is. :in :::atiz-

factory tvrrc.. There is on' t:L~e as B:-.hi'",)~ 'to nD" 1nthils p::,"oe~cding 

a copy of~. resolu.t1on· of the bO.l:::,d of direc·tors· of App~ican t 
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creating an issue 1:>1: 6e~entt;.:'cs in the o.ggl"egat~ prir.:.eip,:',l amount,' 

of not to exceed $650,000 'to be designatcC: as 5% C~u.1ut:ive 

Inco~e D~bent~l"e~ d~c J~e 1.1973. The debent~rcs ul"eto be 
, . 

dated June 1, J.948, and to' r~turG j':;""'l~ 1, 1973. They urc' to 'be' 

issua.ble as regizte:::-ec. deben't,;.:t'ez · .... i thout coupor~z and' to 'oe~r 
, ' 

inte~:'est Sot the rate of' 5% per annum, p:J.yable semi-.::;.r_"l'l.laily on 
Ju.'I"J.~ ~ and- Decembor 1, begi:' .. '1.ing December ::., 1948.' ~p:plicant is 

oblisr::.ted to r:w.ke 'Po.~ent of :Lnter~st on a.""l.y cc:,enturcs' only 

in the indenture, ror the l:>receding calenco.r yco.r' is sufficient 

Ttle debenture::: are red.ee~1ab1e ~ t the option of J;'1'p11,;.. 

c'~n t, in whol ~ or in p~rt., or! ~ny d~ te p::ior to maturity_ on :l t, 

least sixty ~yz T n~tic~, at rec.0m,t1on p:-ices (ey .. prcssec. in, 

percentages of: the :J'!'i:lc·ip;;.l ~vu..'1.t) together ·"i t:c. t..ce~l<::d 

interest 'to th.:: d.~te fixed for rede:npt:!.o~, :lS i'ollo'..ts:· to and. 

includi':1g June 1?195:, J.03%; thereafter? clllrL,.,.e· tb.~ t·,;elve 

months T pe:::'iods e:1.d.i.l'lg JUne 1,. !95k, 10:'-3/4%; 1955~ lO~~,; 1956? 

l02~%; 1957, 1,:)2%; 1958, :!,Ol-)/L~7~; 1959, 101~%; 1960, lO:l.z%; 

1961, 101%; 1962" ::"OO-3/M&; 1963" 100'2%; 1964~ lJO~% ~nd thero­

ai"te:- at 100%. The inde~'lture p:::'ovid.es th:;.t thcc.ebentur,es:n.ay 

be redeemed ~"'lder ce::-tain cO~'lditions ·oj' the T:-u~te~ t-nro'ug..."l the 

oper.:l tion o!' a s,i~:i..ng!'1,!:" .. c." OJ' paying therefor i.n cash 100%' o! 

the' 1'r1':1c11'a1 ~mount the:::'cof plus ~np::l.id ~ccru~d ir~tere'st to' the 

da.te fixed :t'Ol' redel."lption~ 

Applicant propozes t'c ~::lend i-cz A:tic1es of Incorpora-

tionto pre·/ide, ~Ll"j'long othe:- th1nzs,. fl:>r ;;. c!'la~ge in ;. ts 25 ?,OOO ' 

zb.o.res of authorized and ,outst~ndi:1S c:::.p:Lto.l stocl{ from, u par 

value of $1 p~r share to $10 per $hc.l"e. Applicant· 'W-ill increase 

its stated capital by o.transter of $225,000 fro:ll ~ts '.ll" •• ;rppro'­

priatedsurplus. Its :ino.nc1~1, state:nents ind.icate tl:'l.lt it has 
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not been pii::..e or pI'ovided througf.L th~ issue of securi 'ties. Th~ 

is~ue of stoCk, as req,uested, '~cco:dingly o.ppears to be. wu::-!'a~t~c.. 

':'he P"..lolic Utilities COmIr.1ssion of tb.~ S:tateof Cali-' 

1'ornia having conside!'ec. the ~boveentitled ::;.pplic.;.tion .:.nd 

b<:ing . 01'" the opinion the. t l;:. pU'olic hcc ring thereon, jz not nece:;:;:.lrYj 

~h~ t t..'lC ai>plici::l. ti~r. should be g!"~r:.ted, ;J.Z herein provided, 

th~t the ~on~y, ,roperty or l~bor tv be procured or poic for' 

th.roug; the 'issue ot~650,i)OO or cebentu!'\?s and 25,000 ::;hurez 

of stocl< is ::-easo:"!ably rec;:Il~.rcd by Kern Mutu.;.:.lTelepho.r:.e Cotlp::s.ny 

~or the purp'cses specified { .. erein, ~nc:;. that the c;...penditures fo:-' 

s;;:.ic. purposes,. othe:- th&.n accrued int~rcst ~nd:the pa:y.llr.:ntof " 
, , . 

expenses, incic.entto t..1.e is~uc ... roc $i;..:;"c of thedeoerl'tures,are 

not, in whole or i."1' part;o rc:aso:l~~"'bly cnr.:o.rgcable to, opera t'irlg 

e,..penses or to :Lnc~me; thC'::rc!or'~ ,_ 

IT IS EERESY OF:DE?ED as fol1ov:s:' 

1. Kern H'!ltual T<:lephor.C':: Co~pa!lY', a.f~0r the effective 

date hereof o.nd on or bei"ol"e Dece::be:t.~ 31,. 1948,. 11'.ay iss1..';.e .;:a.nd 

sell, :.:.t not less than their f\lce value plLlS ~ccrued inte:rect 

not to exceed. $650,000 of: its 5% C~'llatiV'e, Income Dcbcmtu.!'es, 

due June 1" 197;. 

or agents to assizt i:c the zl:olt;! of ::;:lid.debe:~tures and pay a 
, 

comrilission or' c":>r.1I\lissions to zaid aser..t 0::' ~eentsas ,set forth 

in this. application. 
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3. Kern Mutual Telephone Company, after the ~r!ec~ive 

date hereof and on or before December ),l" 1943:" my execute and 

deliver an indenture to be d~'ted 'as o"r June 1, 1948 in substan­

tially the samefomas the 1nder .. till"e filed'1.."'l this- proceeding " 

as Ex.."libi t "C" .. 

4. Kern l'1utual Telephone Conpany shall usc the "~I 
\ 

proceeds, exclusive of accrued interest, derived from the issue, 

and sale of said aebentures, to pay expense::: incident to the 

issue £I.."'ld s~le'of the debentures, to discharge its note indebt~d­

ness, to pay in'part for 'the mprovements to and extensions ,of 

its properties referreo. to in the foregoing opinion, 'to reimburse 

its'treas"I.lI'Y fo::"moni(:s expended ~or such improvements and 

exte~sions,,~"'lo. for the ~prove~ent and ~~~tenance or its 

service. The acc:rued' interest :n.a.y,'oe used for 'generoll corporate' 

purposes. 

5.. Pending the prep~ration a.nd delivery "of definit1""~ , 

debentures, Kern Hutual Telephone Co~pany may issue, !::ell and 
I 

deliver temporary debentures in the aggregute face amount of not 

exceeding $650,,000, un~er the .. s~me terms and' conditi~nslas those 
, " 

under which. it is authorized ,to issue definitive deber!tures,; and 

thereafter, to exchange' said temp,orary de'bentures for' def1ni ti ve 

debentures,. 

6.. Kern !-1utual Telephone Company, :.tfte.r the effective 
, ! 

date hereof and, on or before December '31, 1945;may is~ue 
, ' 

25,000 shares of its $10 p~:r v~lue c;..p1tal stock in lieu of and 

in exchange for 25,,000 share-s of i~.S ~;l par value capital stock' 

and upon ,su.ch issue transfer $22$,:000 'from its unappropr1a ted,' . , ' 
, " 

surplus account to its capital ~,tock' account. ," 
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7. The authority herein granted to issue and sell ~a1d 

deb~n.tures, and to execute an inci.enture, ·,.,i:i.l become') effective"" 

when Applicant has paid the fe~ l'r~scri'bed by Se,ction $7 -of the 
. . 

?ub-l1c Utili ties Act, which fee is six hundred fifty ($650.,00)" 

dollars. The authority herein. gro.nt~d to issue s~id stock-will 

become effective- when Applicd.n't has filed \-lith, the Commis.siona' 

certified copy of' its Amended Articles or Inco::-poration~ 

. 
8. Kern Mutual TelephoneCor::pany soo.ll :£':tlewith the. 

Co:oiss.ion such report, or reports, .;:.~ c:.re reCl,uired by the Com-' 

mission's Cer..eral Order No. 'Z4-A, which order" insofar as-·appli­

cable, iz made a parto! this order. 'Applic~nt shall further 

i'ile'".,.ith the COCl:l.ission as soon as/available, two (2)cop1es~ or 
, ' 

the, debenture s'u'oscription agr~ement ,and/o:"' prospectus usce' in 

connection 'f,.,"i, th theoffer1r .. g for sale of said deberitur~s,t'Wo (2)­

copies of'its indenture dated as of June l, 1948, as executed~t':I.nd, 

t~o (2) copies, of any agreement ",'1ttJ. C. A. Botzum in connec,tion 

with the s~le o!,saio. d.ebentures. 

d 7 - day - , 


