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Decision No. 

BEFORE THE PUBLIC UTILITIES COMMISSION OF XHE STATE OF CALIFORNIA 

In the Mntter 0 t the App11c.:.tion of ) 
Ker.m~ Telephone Company for ~uthority : 
to continue to is~e ~d sell 1,000 ) 
sho.rcs of 1 ts Cumulative Preferred : 
StoCk, ~lOO ?~r Valuo, 6% Series, and ) 
tor Qll order :'lU thorizing 1 t to 1 SSUC .:l : 
Seven Thouz~d Five Hundred Dollar ) 
($7~500.00) Note bearing Six Percent . 
(6%) interezt, to Ethel B. Bnll" a ) 
~ingl~ woman" ~d a Fourt¢~ Thous~d : 
Five Hundred Dollar ($14,500.00) Note ) 
be~ring Six Percent (6%) intcre$t to : 
Emil Sebastian and Florence Sebast1~, ) 
husbDnd ~d 'Wife. : 

---------------------) 

App11ca.tion 
No. 35928 

Karmen Telephone Compony, applie:mt herein, is engag.cQ. in 

operating telephone systems scrvtng Kcr.m:m ~d Biola :md surrounding 
.... \~ 

territory in Fresno County. In thi~ application it seeks au'tb.oriza­

tion for the issue of 437 shares ($43,,700 pnr value) of 1 ts 6% p·rc­

ferred stock nnd for the issue of two notes in the tot:ll. principal 

~ount of ~22,OOO for the purpose of paying inc!ebteeness, of reim­

bursing its treasury ror funds spent for the improvCI!lent of 1 ts 

=crvicc ~d of f1n~c1ng the cost of telephone fac1litics~ 

Applie::mt 'Wn~ organized under the l~ws or Califomia on 

October 5" 1911. Its sh~rcs of co.pitol stock ns authorizee by its 

Z'.rticlcs of 1ncorpor~t1on, as amended, and the amounts presently out­

standing arc shown in the following t~bulation: 

6% preferred" 0100 par 
Common, $:35 par 

Totals 

Autb (') r1 zed 
Sh~re$ Par V~lue 
3,,000 $300,000 

10,000 3SQLQQO 

~.9oo_ 862.0. oO.Q. 
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Outstanding 
Junq 39, 194)4 

~ 56,,300 
55.860 

~12z1.22. 



A.35928 MMW 

By Decision No. 49905~ dated April 1'3~ 1954~ iil. Applica­

tion No'. 35294~ the Commission authorized npp11c~t to 1s!:!'Ue 1000 

zhares ($100,000 pur value) of its preferred stock on or before 

December )1, 1954, at pc.r for ca.sh, for the purpose of re1mbursing 

i ts trc,ll~ry~ of paying indebtedness ~d of f1n~c1ng capitru. 

expendi turc~ during 1954. 

Up to the close of June of this year a.pplicant had issued 

Dnd sold 56) sh~res of the preferrod stock heretofore ~uthorized by 

the Comm1~.:::1on. It now reports that 1 t 1ntends to proccexi lo:1 th the 

~:ale of the remo.ining 437 sha.res a."'ld tho.t it hc.s need for the funds 

to be obtnined through such issue end sale, as well o.s from the 

long-tenn borrowings ,of $22,OOO~ to cno.ble it to meet in part its 

construction requirements dur1ng the rem<l1nder of 1954 and during 

1955, to reimburso its treczuTY, ~d to retiro presently outst~ding 

indcbtcdnc5S~ ~l 0.5 follows: 

Estimated construction, 1954-1955 -
Rural pole lines 
Cable plont 
Centro.l office growth 
Motor vehicles 

SubtotoJ. 
P~yment of one-year 6% notes 
Re1rn.l::u.rsement of tre.lsury 

Total 

$20,000 
6,000 
4~000 
5,000 

35,000 
27,000 

5.000 

$67,900 

The present outst.:mding one-year notes represent moneys 

borrowoo. to provide temporary fin:mc1ng of telephone facilities. The 

new notes for $22,000 Will be unsecured, will be payable on or before 

five ~o.rs after d.ate ond will cnrry intC'rcst Dot the ra'tc of 6% per 

cmnum. One note, in the Clr!lount of $14,500, will be issued to Ebi1 

Sebastion :md Florence Scbnstion, ~d the other~ in the ~ount of 

$7,500, to Eth€l B. Ball. The payees are owners of shares of 

npp11c.mt' s out~t:.mding co::m:on stock. 
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A review of app1icDl'lt 's financi.ll st:.temcnts 'on file with 

the Commission shows its operating revenues at $S9,,019 in 1952" at 

e98,200 in 1953 and at $49,604 during the first six months of 1954" . 
'With net income, after p aymEn t of interest" of ~S,450 in 1952, 

$16,341 in 1953, and Z4,712 during tne six-months period of the 

curren t year. Its financial position as of June 30, 1954, is indi-

cated by its balance sheet filed in tbis proceeding as Exhibit A, ~ 

summa.ry of the S8lIl.e being as follows: 

Assets 

Telephone pl~t, less reserve 
Current assets -

Cash 
Deposits for payroll taxes 
Accounts receiva.ble 
Mo.terials and supplies 

Total current assets 
Deferred debits 

Linbilities .lnd Copitol 

Current liabilities -
Notes payable 
Accounts pa.yable 
Accrued lia.bilities 

Total current liabilities 
Contributions to plant 
Preferred stock 
Common stock equity -

Common stock 
Premium 
Surplus 

TotDl common stock equity 

Total 

Tot:ll 

55,,860.00 
1,075.50 

14.252.26 

0179,363.76 

11,608.68 
1,814.0$ 

9192 ,786.52 

71.187.76 

&:192.786. 52 

From ~ review of the app11cction it clearly appears that 

a.pplic~t '-Till have need for fund: from external sources to enable 

it to meet its capital requirGIllents .md th~t the issue of the stock 

and the long-term. notes is necessary to encblc it to proceed 'With its 

progrom. ond o.lso to improve its current posi t1on. Accordingly, we 

will en tor ;m order at this time pemi tting 1 t to continue with the 
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is:::uc c.nd sale of the shares of preferred stock during 1955 and 

authorizing it to issue the notes ~s r~uvsted. 

The Commission having considered the above entitled matter, 

ond being of th~ opinion thOlt :l public hearing is not necessary, 

that the: application should be granted, as herein provided, thOlt the 

money, property or labor to be procured or paid for by the issue of 

thc shares of stock ond the notes herein aut.i.orized is rC\l.sono.bly 

required by :lpp11c~t for the purposes specified herein, end that 

such purposes arc not, in ~ole or in part, rcason~bly chargeable to 

opcr~t1ng expenses or to income; thcrcforeJ 

IT IS HEREBY OIIDERED as follows: 

1. The order in Decision No. 49905, d:lted April 13, 1954, 

hereby is modified so ~s to pe:rmi t Ker.:l<lZ'l Telephone Company to 

issue ond sell the shares au'ti'lorizcd therein on or before December 

31, 1955, at par for CD.s..~, o.nd to use the proceeds for the purposes 

set forth in this application. 

2. Kermon Telephone Cornpomy ma.y i:::sue its promissory 

notes in the asgrcga.te ~O\mt of $22,000, in, or substantially in, 

the S.lmC form D.S the notes filed in t..'1is proceeding as Exhibit D, 

ond usc the proceeds for the pUI1)OSCS set forth in this proceeding. 

3. Kerman Telephone Company :;ho.l.l file W1 th the ComI!l1s­

sion monthly reports as required by General Order No. 24-A, which 

order7 insofar ~s ~pplic~ble, is made a part of this order. 

-4 



.A.35928 MMW 

4. The authori ty herein granted will become effective 

when Kcrmon Telephone Company ha.s p.nd the m1n1l:um fee prescribed by 

Section 1904(b) of the Public Utili tics Code" which fee is e2S .. 00. 
~ r. __ 

D:lted c.t San Francisco" Cal1fomiil" this ..::s 0 da.y of 

November" 1954. 

Comm1sSioners 
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