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In the Matter of the Application
of

)

)
KERN MUTUAL TELEPHONE COMPANY, a )
California corporation, for an order :
authorizing 1t (2) to issue und sell )
$500,000 principal amount of First :
Mortgage 4% Bonds, Series 4, due )
September 1, 1973; (b) to execute :
and deliver a First Mortgage Indenture )
to be dated as of September 1, 194§, :
and to mortgage its propertics as )
therein provided to secure scid Bonds;
(¢) to apply the proceeds of sale of )
said Bonds to the completion of im- :
provements and extensions of its )
properties, to the discharge of cer- :
tair obligations, and to reimburse )
its treasury; and (d) to make Deben- = :
tures hereinbefore authorized subord- )
inate to said Bonds. :

Application
No. 29728

In this application, Kern Mutual Telephone Combany asks
permission to issue and sell, for the purposes hercafter stated,
at their face amount, $500,000 of First Nortgage 4% Bonds, Series
A, due September 1, 1973, and to eiecutela first nortgage inden-

ture to secure the payment of the bonds.

Kern Mutual Telephone Company is a corpo;ation
organized and existing under the laws of the State of Califbrnia.
Tt is a public utility furnishing all local and long distance
telephone services in the cities and communities of Taft; Féliows,-

Maricopa, MeKittrick, Buttonwillow, Lost Hills, and Cuyama Valley, -
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all in Xern County, Californiaz. Applicant'!s profit and loss
statement for 1947 and for the ssven months cnding July 21,
1948, may be summarized as follows:

1948-t0
Item 1947 July 31
$309, 64525 $213,847.83
Operating expenses 2.05

Net operating revenues 91 498-06  65:465!73ﬁ_
Operating taxes gg, 620.96 29.238:04
Net opergting incoue 50 b77 lo, 36,~27 gAJgJ_

Other income = :
Gross income 50, 877 10 36, 2%8. T4
m__ikgagall{
2. 20,008-43

Qperating revenues

Interest deductions ?,095 4
Net income. $ 48,781.69

Applicent as of July 31, 1948:‘Te§6bts assets and -
liabilities as follows:

Assets

Telephone plant in service $690,498.26
Construction work in progress 91,204.41
Current assets - 112,172.10
Cash in bank and werking funds $20,364.12 o
Accounts receivable 44yR94.52 .
Mugerial and supplies

Prevayments .
Long~tera debt discount
Insuraace funds

Total Assets
Liabilities

Capitul stock

Notes payable
Accounts payable
Accrued taxes

Advance payments
Depreciation rescerve
Other reserves
Donations o
Surplus unappropriated

Total Liabilities

47,513.46

4,681.05
1,428.18
197.26

$250,000.00:-

215,000.00
35,673.09: .

37 485,51,
160.8%

311,195.66. -
1,439: zog, ‘

$903 IT*QVT?‘

Applicant as of September 15, 1943, had outstanaing 4%

short- t;rm notes payable to the Bunk of Americs National Trust
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and Savings Association in the sgsregate face amount of
$152,595.54. Applicant reports thut it must provide itéelf with |
funds to pay Such notes and to enlarge and improve its telephone
properties.  Its principal construction expenditures and other
finznecial requirements from May 1, 1948, to Mirch 1, 1949, other

then the payment of sald notes, arc reported as follows:

Ttem ' Amount =

Taft cable expancion $ 11,355.00
Taft central office building and o
Taf't station and PBX conversion nd ‘ -

installation of held orcers ‘ 57,072.00:-
Taft dial office 269,021.00
~ Buttonwillow rural expansion 6,000.00"
- Fellows cable plant T, R24.00
Fellows building 3,000.00
Fellows station and PBX conversion and .

installation of neld orders 5, 7L5.00
Fellows new central office 4,047.00-
Normal requirements 12,002.C0.
mxpenses of financing 21,250.00
working capital 20,000,080~

Total gggléégé;ggV
To pay 1its notes due to the bankland to finande”thg
above construction progrom and for otacr purposes stated;_kppli-
cant asks permission to issue and sell to Aid Association For
Lutherans, at their face amount, ¥$500,000 of First Mortgége‘A%
Bonds, Serics A, due Septemder 1, 1973. The bonds are redeemable
at 103% of their face amount plus acerued interest during'the
first five years after their issue. Thereufter the redemptioﬁ
orice reduces 1/10th of 1% per year until the last‘year‘Whén‘the

redemption price is pdr. The indenture securing the paymeat of -

the bonds establishes a sinking fund of 2% of‘thé greétest';

principal amount of 21l bonds of Series A theretofore issued.
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The moneys in the sinking fund are to be used to redeem the bdnds.
If the company's maintenance expenses do not equal at least 15%
of its gross operating revenues during any year, Applicant
agrees, to the extent of the deficiency, either to certify to

the trustee, within the time specified'in the indenture, "un-
funded additions to telephone plant"™ or within such time,tto'

deposit with the trustee cash or bhonds issued under the indenture.

Applicant asks permission to pay to the Pacific Company
of California and The First Boston Corporation, who have nego-
tiated the sale of the bonds, a commission equal to 3% of the

face amount of the bonds.

The Commission by Decision No. 41826, dated July 7,
1048, authorized Applicant to issue and sell $650,ood of 5% 
‘cumulative neome debentures‘due June 1, 1973. To date Applicant‘
has been able to sell only £28,000 of.said debentures,‘ It is
hopeful that eventually it nmey be able to sell #150,000 of the
debentures which, with the issue of the $50C,000 of bonds, will .
be sufficient to finance Applicant's construction’needs'présently |
foreseeablc. Applicant has agreed with Aid Association For
Lutherans to limit the sale of the debentures to. $200,000, and to
subordinate the pavment of the debentureé to the paymenﬁ of the

£500,000 of vonds.

A copy of Applicant's proposed first mortgage indenture
is on file in thls proceeding as Exhibit "AM. We believe that
Applicant should eliminate from the indenture paragraph (h) under
the definitions of "Event of Default". With this change we find

the proposed indenture to be in satisfactory form.
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The Public Utilities Commisslion of the State of
California having considered the above eatitled appLicgtion'and,
it being of the opinion thct a public'hearing thereon is'not‘
necessary, that the application should be granted, as herein pro-
vided, that the money, property or labor to be procured or paid .
for through the issue of $500,000 of First Mortgage 4% Bonds,
Series A, due September 1, 1973, bty Kern Mutual Telephone Company
is reasonably recuired by it for the purposes specified herein,
and that the expenditures for baid purposes, other than accrued

interest and tiae paymenu of expenses incident to the issde‘and_

5a1¢ O the bonds, &t 1oty n Wholg or in party reasomably

chargeable to operating expenses or to income; therefore,
IT IS BEEEBY ORDERLED uas follows:

1. Xern lutual Telephohe Compuny, after the effective
dazte hereof and on or before Cecember 31, 1948, may issue and
sell, at not less than their face amount plus acerued interest,
£500,000 of First Mortguge 4% Bonds, Serles A, due September 1,
1973, and execute a first mortgage inacnture substantlally in the
same form as the first mortgage 1ndenture on file 1n this ,
application as Exhibit "A", modifiled as indicated in the foregoing
opinion, for the purpose of securing the nayment of said bonds,
sald szle of bonds to be substantially in accordance with the

terms of the agreement on file in this application as Exhibit "C".

2. Kern Mutual Telephone Company shall use the pro-

ceeds, exclusive of accrued interest, derived from the issue and

sale of said bonds to pay its expenses incident to the Issue and
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sale of said bondé; to discharge its note indebtedness of
£192,595.54, to pay in part for the improvements to and exten-
sions of its proverties referrad to in the foregoing opinion or
to reimburse its treasury for moneys expénded for such‘imprOVQ-
ments and extersions and for ‘the improvement and maintehance of its
service. The accrued interest may be used for genefal corporuate

purposes.

3. Pending the preparation and delivery of definitive
bonds, Kern Mutual Telephone Company may issue, sell and deliver
temporary bonds in the aggregate face amount of not exceeding |
%500,000 under the same terms and conditions dndér wvhich it is
authorized to icsue definitive Dbonds, and thereafter exchunge

said temperary bonds for cdefinitive bonds.

4. Until otherwise ordered by the Commission, the
order in Decision No. 41826, dated July 7, 1948, is hereby
amended to limit to $200,002 the issue und sale of 5% cumulative
income dekentures by Kern Mutual Tele¢phone Company, the payuent
of such income debentures to be subordincted to tne payment of

said $500,000 of bonds.

5. The authority herein granted to issue and sell said
bonds and to execute said first mortgage indenture will become:

effective when Applicant has paid the fee preseribed by Section

57 of the Public Utilities'Act, which fee is five hundred -
. ($500.00) dollars. |

6. Kern Mutual Telephone Company shall file with the
Commission such report, or reports, as are reguired by the -

Commission's General Order No. 24-4, which order, insofur as




A.29728 p.7 MMV

applicable, 15 made & part of this order. Applicant shall
farther file with the Commission, us soon as available, two (2)

coples of its first mortgage indenture as executed.

Dated at San Francisco, California, this 92' - day
of October, 1948. |

Lo g - i
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