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Decision No. 42099 

BEFORE 'IHE POBtIC O'IILIl'IES COMMI5Sl0N OF THE S'IA~E OF CALIFORNIA 

In the Matter of the App1icution ) · · of ) 
· · KERN MO'IOAL TE;LE?HONE COM?.A.l.~Y) a ) . 

California corporation, for an order, : 
aLlthorizing it (a) to issl.l~ :lnd sell ) 
$500,000 principal amount of First : 
Mortgage 4% Bonds, Series A, dLle ) 
September 1, 1973; (b) to cxecl.lte : 
and deliver a First Mortgage Indenture ) 
to be dated as of September 1, 1948, : 
and to mortgage its properties as ) 
therein provided to secure suid Bondz; : 
(c) to apply the proceeds of sale ~f ) 
said Bonds to the completion of im- : 
provcments and extenSions o~ its ) 
properties, to the discharge of cer- : 
taic obligations, and to reimburse ) 
its treasLlry; and Cd) to make Deben- : 
tures hereinbefore allthorized subord- ) 
inate to said Bonds. : 

--~-----------------) 

OPINION -------

Application 
No. 29728 

In this application,'Kern MLltllal Telephon.e CompQny asks 

permission to issue and sell, for the purposes hereafter stated, 

at their face amount, $500,000 of First Mortgage 4% Bonds, Series 

A, due September 1" 1973, a..."'ld to execute a first mortgage inden

ture to secure the paym(;nt of the bonds. 

Kern Mutual Telephone CO~Pfu"'lY is a corpo~ation 

organized and existing under the laws of the State of California. 

It is a public utility furnishing all local and long distance 

telepho:1e services in the cities and communities of Taft" Fellows, 

Maricopa, McKittrick, Buttonwillow, Lost Hills .. and Cuyama Valley, 
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Glll in Kern County, Cl;).lifo!'rJ.1a. Ap~:Jlicar.t's profit and loss 

sta temt':!'l t for 1947 :md for the- seven mO'!'lths ending July ;1, 

1948, m;;:.y be summariz0d :;.s follows: 

Item 

Operating revenues 
Operating expenses 
Net operating .revenues 
Opet'ating taxes 
Net operating income 
Other income" 
Gros.s income 
lnter.est d~d:.lc·~ions 
Net income, 

1947 

$309, 645~:25 
218.147.1'> 
91,498.~06 
40, 6~O. 9:6 
50,877.10' . 

50,877 •. 10· 
;; ,(')95. bl 

$ 48.391 . S2. 

1948-:-to 
July 31 

$213".847 •. 83 
148.382,05: 

65,465.78. 
59 LZ18·iQ4 
'26 ., ""7 7'1"·' . ,.I 1"-0<. .••. ~. ' . 

. ··l;OQ.;; 
36,228·.74: .' 

5. 62Q .31 . 
g; '2Q' 6Q843: 
.,lI;. j,..,...' -..::..:..~ .. 

App1ic.!m.t e.s of July '31, 1948, re~or-ts assets and .. ' . 

liabilities as follows: 

Assets 

Telephone plant in service 
Construction work in progr~'ss 
Current assets 

Cash in bank and working funds 
Accounts receivable 
M.:J. teriala.'l"J.d supplies 

?rc9~yments. 
Lon.g-t~'r!'!l debt discount 
Insurance funds 

tiahilitie~ 

Capit<.ll stock 
Notes payable 
Accounts payable 
AccruE:d truces 
Advance' paym.ents 
Depreciation reserve 
Other reserves 
Donations 
Surplus unappropriated 

Total Azsets 

Total Liabilities 

41 681.05 
1,428'.18 
3.197.26 

i$tJ3. fSl· 1i:· 

Applicant CiS of Se?t0mbe~ 15, 1948, ht1.d outstanding:. 4% 

short-ti;:rm notes pa~nible to the Btml-c of America N:;:.t1on&1 ~rust . 
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3nd Savings Associ~tion in the $,ggregs.te face amount of 

$192,595.54. Applic::.nt reports th:;.Lt it. must provide itself vlith 

fu::.d.s to pa.y such notes and to (;;nl~ge ~nd improve its telephone 

properties. Its principal construction cxpcnd1t~res and other 

fin:J.Ilcial requirem<::nts :trom May 1, 1948, to M~rc'h 1, 1949, other 

then the paym0nt of said note's, arc reported as follows: 

'Item 

Taft cable expansion 
To.ft central· office ,building CL:1d 

pole yard 
Taft station ~d PBX conversion ~d 

installat10n of held orders 
Taft dial office 
Buttonwillow rural expansion 
Fellov~ cable plant 
Fellows. building 
Fellows sta,tion ~nd. PBX conV'ersion :,md 

installation of held orders 
Fellows ,new centr.al office 
Normal requirereents 
Expenses of financing 
Working capital 

Total 

Amount' 

:$ 1~,355.00 

85',000.00 

57,,072.00' 
299,021.00 

6,000';00 
7,224 .. 00' , 
3,000.00' 

5,715.00 
4, 047 .O.O,~ 

12 ;'OOO·~OO. 
21 2';0:.00 

" ' .. 
20,QOO'~OQ 

§~31~6~~~" 

To pay 1 ts notes due to the bank and to financ'ethe 

D.bove constrl.lction progrc.rn. and for other purposcsstb.ted, .A:pp11-

co.nt asks p~rmis,sion to issue o!.lJj.d sell to Aid Associat1.on For 

Llltherar..s, at their face amo:.lnt, $500,,000 of First Mortgago4% 

Bondz, Series A, due September 1, 1973. The bonds ar0 redecQable 

at 103% of their face aInount pll.ls t.ccrued interest d.uring the 

first five jrC.:lrs <li'ter their iSS:.l0. The,t'eaftcr tl:'J.e redempt.ion 

'Price redllces l/lOth of 1% :)cr year until the last year when the 

redemption price is par. The 1n~cntu:.c·~ secul'ing the ?(-.. ym~!'J.t ·of 

the bonds establishes s. sinking .t\md of 2% of t!'lE; greatest' 

principal amoLlnt of all bonds of Series A theretofore issLled. 
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The o.O:1CYS in the sinKing fund ar0 to be used to redeem the bonds. 

If the com,any's ~~inten~~ce expenses do not equal at least 15% 

of its gross o?cra. ti:lg reV0nues during a.",y year, .Applicant 

~grees, to the extent of the deficiency, either to certify to 

the trustec, within the time specified in the indenture,"un

fu:r..dc::d add:!, tions to telephone plo.nt'" or wi thin such time, to 

d8posit with th.:: trust~e cash or boncis issued under the indenture. 

Applicant usxs permission to pay to the Pacific Comp~~y 

of California and The First Boston Corporation, who have nego

tiated the sale, of the bonds, &. commission equal 'to 3% of the 
face acount of the bonds. 

The Commission by Decision No. 41626, dated July 7, 

1948, authorized Applicant to issue :::.nd sell $650,000 of 5% 

cumulative income debentur6S due June 1, 1973. To date Applicant 

has been able to sell only $28,000 of said debentures. It is 

hopei"ul that €ventl.lally· it nl&.y be able -to sell $150,000 of the 

debcnt!lres r~hich, with the issue of .the $500,000 of bonds, will 

be sufficient to f1nonce Ap?licant's construction needs pr~sently 

foreseeable. Applicant has ~grced with Aid Association For 

Lutherans to limit the sale of the debentures to $200,000, and to 

subordinatc the payment of the debe~tures to the payment of the 

$500,000 of bonds. 

A copy ot Applicant's proposed first mortgage indenture 

is on .file in this proceeding as Exhibit nAil. We believe that 

Applicant should eliminate from the 1nde.'I"lture paragraph (h) u..",der 

the definitions of HEvent of Default!!. With this change we.find 

the proposed indenture to be in satisfactory form. 
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The ~llblic Utilit:!.ez Corr.mission of the St:;it~ of 

California having cO~1s::'der£d t:1.e above e:1titled app11c~tion ~md 

it b\?ir.g of the opinion tho.t a ;:ll.lbllc hc:aring thereon is not 

necessary, that the appl:Lcation should be granted, as herein pro

vided, that the money, property or labor to be procured or paid 

for thro~gh the issue of $500,000 or First Mortgage 4% Bonds, 

Series A, due Se;Jte::lber 1._ 1973, by Kern i.111tual Telephone Company 

is re~sonably rec.~ired by it for the purpo~es specified herein, 

and th~.t the eX;Jendi tures for said purposes, other than accrued 

interest ~~d the p~yroent of exp~nses incident ~o the issue and 

sale of the bond~J are not, In wnol~ or in part, reasonablr 
chargeflb~e to oper.";).t!.ng exp.;:nsez or to income; there£orlS» 

IX IS H~R£BY ORDERED us ro~lows: 

1. Kern MutlJol 'l'ele(:)/"J.onc Cocp@y, after the e.!'fective 

date hereof and on or before December 31, 1948, may issue and 

sell, at not less than their face amol.lnt plus accrued interest, 

~500,OOO of First MOl~te~lg0 47~ Bonds, Series A, due September ·1, 

1973, and execute a first mortgage inticnture s~~stant1ally in the 

same form as t11e first mortgage i'ndenturc on file in this , 
applic.:l,tion as Exhi bi t "A", modified as, indica ted in the foregoing 

opinion, for the purpose of securing the paytle::lt of said bonds, 

said sale of boncis to be substantially in accordance with the 

terms of' the agre0ment ,.,n file in thiS a.pplication as Exhibit "C". 

2. Kern ~111tual Telephone Companysh{;lll use the pro

ceeds, exclllsive of accrued interest, de:::-ived from the issue and 

sole of said bonds to pay its expenses incident to the issue and 
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sale of said bond.s, to discharge its not€: ind~bted:'le~s of 

$192,595.54 1 to pay in part for the improv~~ents to &nd ext en

sion~ of its 9roperties referr~d to in the £oreGoing opinion or 

to reimburse i ts tre~sl.lry for moneys expended for sllch improve

ments e~d extcr~ and tor -the imp~ove~ent ~~d maintenance of its 

service. The accrued interest may be Llsed for general corporute 

purposes. 

3. Pending the preparation ~ld delivery of definitive 

bonds, Kern Mt..:ltual Telephone CODlpan~r may issue, sell and deliver 

temporary bonds in the ~ggregate face amount of not ~xceeding 

$500,000 under the same terms and cond.itions I.m.der which it is 

authorized to issue definitive Oo::'l.ds, o.nd thereafter exch~nge 

said temporary bonds for definitive bonds. 

4.. Dntil otherwise ordered by the Commission, the 

order in Decision No. 41826, duted July 7, 1948, is hereby 

amended to limit to $,~OO,Ooa the iS$l.lc ~d s:.:d.e of 5% cumulative 

i~come debentures by Kern Mu~ual Telephone C~~pany, the puyment 

of such income debentl.lres to be zl.lbordin~ted to toe pf.lYI:lent of 

said $500,000 of bonds. 

5. The authority h0rein gr(j,."lted to issue and sell said 

bonds and to execute said first mortgal>,e indenture will become 

effective when AP?11cant has paid the fee prescribed. by Section 

57 of the Public Utilities Act, which fee is five hundred 

($500.00) dollars. 

, 

6. Kern Mutual Telephone Com,a"lY shall file with the 

Commission .such report, or reports, as are required by the 

Commission l s General Order No. 24-A, which order, insof<:ir a.s 
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applicable, is made & ~art of this order. Appli~ant shall 

further file with the Cor:m1ssion~ ;;s,s soon as aV.:I.ilable, cwo (2) 

co?1es or its first mortg<:::.ge indenture us execllted. , 
. -tL 

Dated at San Francisco, California, this d'* _. dey 

of October, 1948. 
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