
S' .. r~_.1f/ Decision No. ___ \_;',_"_'_'1:' __ 

BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CJ~IFORNIA 

In the matter cf the Application of 
the Kerm~ Telephone Co. for authority 
to borrow $100,000 from The P~cific 
Mutual Life Insurance Company, to 
execute and is~e notes and to 
execute ~d deliver a first 
Mortg~ge on its properties. 

OPINION fiND ORDER 

Application No. 40149 

In this application Kerman T,elephone Company requests 

~uthoriz$.tion to issue its note, or notes, in the principal 

amo'U."'lt of not exceeding $100,000 and 'co execute a mortgage 

securing the payment thereof. 

App11c~t is a Californ1~ corporation operating telephone 

systems in c.nd about the to"T.nS of KCl'Xlk1ll a.."ld Biola. Its bt.1ance 

sheet, attached to the ~pplication as ~~bit A, shows, as of 

December 31, 1957, that its net investment tn telephone plant and 

other assets totaled ~304,917.27 and th~t it had financed th1s 

inv~stment) without incurring long-term inc.ebtedness, by the issue 

of preferred and common capital stock and the reinvestment of 

ret~ined earnings as follows: 

Preferred capital stock -
Class A cumulative 6% 
Class B cumulative 5-1/2% 

Common stock equity -
Common c~pital stock 
Premium on capital stock 
Ret~ined earnings 

Total capita.l 

$100,000.00 
39,700.00 

$126,350.00 
2,984.90 

35,882.37 
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$139~700.00 

1-65,217.27 

~OkL917.2.z 



Applicant's annual reports on file with this Commiszion, 

for the ye~,:-s 1953 and 1957, show that during this five-yec.r period 

its gross investment in telephone pl~~t increased from $222,395.46 

to C342,367.S2, the number of stations increased from 1,308 to 

1,825 and its operatL~g revenues increased from $98,200.41 to 

$144,608.46. Applicant now reports, in Exhibit E attached to 

the application, that it has need for funds to reimburse its 

treasury, to refin~~ce short-term indebtedness, and to finance its 

construction program, as follows: 

Reimburse H. G. Hurley 
Re~burse treasury for cable plant 

expanded l~.te 1957 ond early 1958 
Motor vehicles 
New Biola central office building 
Biola central office rearrangements 
Toll board rearr,~gements 
Pole line extens:i.ons ~d expansion 
Proposed cable construction 1958-59 
Kerman central office expansion 
Miscellaneous and station additions 
Booths and coin telephones 
Joint Pole Assoc:i.a tion, initial 

purchD.se 

Total 

$ 1,000 

40,000 
4,000 
3,000 
4,000 
5,000 

25,000 
15,000 
lO,OOO 

5,000 
4,000 

10,000 

$126.000 

To obtain a portion of the needed funds, applicant bas 

entered 1.."ltc· a loan z.greement With The Pacific Mutual Life 

Insur~ce Company under the terms of which it proposes to issue 

its not¢, or notes, in the prinCipal a~ount of not exceeding 

$lOO,OOO. The note, or notes, to be issued will be dated 

JuJ.y 1, 1958 and will be due July 1, 1983 and v."ill bear interest 

at the rute of 5-3/8% per annum. The loan is subject to prepayment 

through operation of a sinking fund commencing July 1, 1960 and 

moy be prepaid at the option of applicant subject to the following 

conditions: 
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Noncullable for five years; at 110 for five years 
th.creafter; at 106 for the ~leventh and t~lelfth 
YC.lrz; and thereafter at one-half po1nt less eD.ch 
yeur until July 1, 1981 and at par there~tter. 

The notes are to be secured by mortgage on appl1c~tfs 

rer~ ~d per~ona1 property other than cash and motor vehicles. 

A copy of the fo~ of note is att~ched to the applic~tion as 

E7.h.1b1t C and a copy of the mortgage as Exhibit D. 

The Commission has considered th1~ matter ~~d is of the 

opinion that ~ public he~ring is not necessary, thnt the money, 

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

notes herein authorized is reasonably required by applicant for 

the purposes specif1ed herein, that such purposes arc not, in 

whole or in psrt, reasonably chargeable to operating expenses 

or to income) ,and that the application should be granted; 

therefore, 

IT IS HEREBY ORnERED as folloW's: 

1. Kerman Telephone Company, on and ~fter the effective 

date hereof and on or before December 31, 1959, may issue its note, 

or notes~ in the aggregate principal amount of not exceeding 

$100,000, and execute a mortgage to secu:e payment thereof, and 

use the proceeds for the purposes set forth tn this application. 

The note and the mortgage sl'lall be in, or substantially in, the 

same form. as those on file in this proceeding as Exhibit C and 

Exhibit D, respectively. 

2. Kerman Telephone Company shall f11e 'With the 

CommisSion a report, or reports, as required by General Order 

No. 24-A, Which order, insofar as applicable, is made a part 

of this order. 
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:3. The approval herein indice,ted is for the issue of 

securities only and is not to be construed as indicative of 

a."'llounts to be included in 0. future rate base tor the purpose 

of det'~rm1ning just and reasonable rates. 

4. The authority herein granted will become effective 

wh~ Kerman Telephone Company has paid the fee prescribed by 

Section 1904(b) of the Public Utilities Code, Which fee is 

$100. 

d'1f· Dated at ___ Sa;..-...n_Fra~n..;.;cill..;.;c~o ___ , California, this.3..t..... 

day of __ I":::::::;',,-=='~::;Jt"'Q:::=-~' :::::)::-_ 
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