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Decision No. 49902 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOBNIA 

In the Matter of the Application of 
KE?N MUTt] J.L TEtEPHON E COMP~:r., a .. 
Caliror.nia corporation, for an order 
authorizing it (a) to issue and sell 
$150,000 principal amount of First 
Mortgage 4% BondS5 Series C, due 
March 1, 1979, (b to execute and 
deliver a Second Supplemental Indenture 
as or MarCh 1, 1954, to set rorth the 
special ter.ns and provisions in respect 
of said Series of Bonds and to secure 
said Bonds, and (c) to apply the pro-
ceeds ot sal e 0 f said Bonds toward the 
paym.ent of outstanding unsecured notes 
and to reimburse its treasury. 
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Application 
No .. 35299 

This is an application for an order authorizing Kern Mutual 
Telephone Company to execute a supplemental indenture ~d to issue 
and sell $150,000 in prinCipal amount of its first mortgage bonds. 

Applicant is engagod as a public utility in furnishing 
local and toll telephone service in portions of the counties o:f' Kern, 
San Luis ObiSpo, Santa Barbara and Ventura. It has financed the cost 
of its properties, in part, through the issue of bonds and shares of 
preferred and common stock ~d the use o:f' ear.nings from operations. 

At December ;1, 1953, it reported its capital structure as !olloYs: 
First mortgage bonds -

Series A 4 t s, due 1973 
Series B 4r s, due 1975 

Preferred stock, 6% 
Common s to ck equi ty. -

Common stock 
Surplus 

Total 

-1 

$,460,000 
16~~QOO 

400,000 
;1.19, $$'2 

$ 628,000 50~ 
11?,625 9 

519. SS2 -4l 
gl. 266., 5.07 ~~ 
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In addi t1on, applicant presently is indebted to Bank ,of 

America National Trust and Savings Association in the amount of 

$125,000, eVidenced by short-term unsecured 6% notes now past due, 

representing borrOwings made to pay for plant additions and replace-
:ncnts. 

SUbject to receiving authorization from the Commission, 

applicant now proposes to execute a second supplemental indenture 

establishing the form of a new series of bonds to be kno~ as First 

Mortgage 4% Bonds, Series C, due March 1, 1979, and to sell $1;0,000 
in principal amount of said bonds to Aid Association for Luth.erans, 
of Appleton, WisconSin, at a price of 97.68% of th.e prinCipal amO'lmt 

plus accrued interest trom March. 1, 1954. At the price indicated 

the yield to the purchaser will be approximately 4.15~. 

The purpo'se of the proposed financing is to pro".ride appli-
cant with funds to pa.y the outstanding Short-term notes and to 

reimburse its treasury for moneys used from income in carrying on 

its construction actiVities. 

In pre~~ting this matter to the COmmission applicant has 

filed its financial stat,eo.cnt sho'W'1nS, among other things, its 

revonues and expenses for the year 1953, as'follows: 
Operating revenues -

Local service 
Toll service 
Other 

Total operating revenues 
Operating expenses 
Net operating income 
Income charges-net 
Net income 

$215,078 
;315,,516 

4,584 
$53:5,17S 

467.1 322 
~7;a56 
29.214 

Applicant"$ financial position as of December 31, 1953, 

is indicated in the fo11o~ng statement of ass,ets and 11ab111ti<:'s. 
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Assets 
Telephone plant-less reserve 
Other inves~cnts 
CUrrent assets -

Cash and deposits 
Accounts receivable 
Materials and supplies 

Total current assets 
Prepaid accounts and deferred eharges 

L12bilit1cs and C?p1tsl 

Long-term debt 
CUrrent liabilities 
Deterred credits 
Preferred stock 
Co:::nn.on stock equity 

Total 

Total 

$(l4,516) 
61,,053 

. 33.383 

$l, 3l7,596 
52,,701 

79,.920 
36.529 

iJ.!4S6.74g 

$ 628,000 
205,,93l 
l4, 308 

l18, 62, 
5l9, Sa? 

jl,486 ,7'x6 

The issue ot the bonds for the purpose of paying current 

obligations and of roplenishing applicantts tr~asury clearly Will 
improve its current position.. In' our opirJ.ion, tb..e money, property or 

labor to be procured or paid for by the issue and sale ot the 'bonds 

herein authorized is reasonably required by applicant tor the pur-
poses specil'ie:d herein, which purposes, except as otherwise autho,l'-

ized, are not, in whole or in part, reasonably chargeable to operating 

expenses or to income. Although the issue of' '!?onds at this time 'Will 
increase applicant's bond ratio to approximately 55%, the agre~cnt 

tor the sale of the bonds proVidos that applicant will undertake to 

improve its bCJnd posi tion by the issue of $90,000 of proferred stock. 
~ 

on or before June l, 1955. 

The Commission having considered this application and bc~ 

of the opinion that a public hearing is not necessary and that 

applicant's requests should be granted; th~rerore, 
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IT IS HE~~Y ORDERED as follows: 

1.. Kern Mutual Tel~phone Company) on and after the ef!cc-

,ti ve da to hcr~o f and on 0 r . cefo r~ July 31) 1954) may execute a second 

supplemental indenture in zubstantially the S8."Ue form a.s that filed 

in this proceeding as EXhibit A and may issue and sell not exceeding 

$150~OOO of its First Mortgage 4% Bonds at not less than 97 .. 68% of 

the principal amount plus accrued interest. 

2. Kern Mutual Telephone Company shall use the proceeds to . . 

oe received from the issue and s~le of said bonds for the purpose of 

pay-"Jong expenses incident to such sale, or paying outstanding \lr..secured 

notes and of reimbursing itz treasury. The accrued interest .may be 

usee. for such purposes or for general corporate purposes. 

3. Kem Mutual Telephone Company shall rile 'With the Com-

mi~sion a report, or reports, as required oy General Order No. 24-A, 
which order, insofar as applicable" is made a part of this order .. 

4. The authority herein granted will ~ecome efrective when 

Ker.n Mutual Telephone Company has paid the fee prescribed by Section 

1904(0) of the Public Utilities CO~,e" which fee is $l50.00. 
J , '-1;/1../ 

Dated at San Francisco, California, this /r-;! .... d.ay or 

April, 1954. 

Com."U1 s sioners 


