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Decision No. 6( ;671 
---...;..--.;~-=--

ORlfB11Al 
BEFORE THE Pu:stIC UTILITIES COMMISSION OF THE STATE OF CALIFOP.NIA 

In the Matter of the Application of 

KERN MOTO'AL TELEPHONE COMPANY, 

a California corporation fo~ an order 
authOrizing Applicant (~~ to issue and 
sell 7,000 ohares of a new series of 
convertible preferred shares, (b) to Application N<:>. 42557 
issue the common sharee issuable on 
conversion of said preferred shares, 
and (c) to apply the proceeds of sale 
of said preferred shares to the payment 
or outstanding unsecured demand promissory 
notes aggregating $176,000. 

o ? I ~ ION - ... --~--~ 
On August 11, 1960 Kern Mutual Telephone Company tiled 

this application tor authorization to issue and sell 7,000 shares 

of a new series of cumulative convertible preferred stock. 

The new shares ~~ll r~v~ a par value or $25 each, will 

be entitled to cumulative dividends at the rate or 6-1/2 per cent 

per annum, payable quarterly~ and Will be convertible into zhares 

or common stock, at the option of the holders, on or before 

September 1, 1970, at an in1tial conversion price for the common 

ztock of $15 a share, and at an agreed initial conve~Sion basis 

of 1-2/3 eocmon shares ~or each share ot prete~ed stock. The 

common shares have a par value of $10 each. Dividends have been 

:paid on the outstand.ing shares during the lazt !'ive years a.t the 

rate of 80 cents a share pe~ annum .. 
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Applicant proposes to sell the 7,000 shares or the new 

senes ot preferred stock at their par value, amounting to 

$17S~OOO in the aggregate~ ~thout pa~nt or co~ss1on or 

other compensat1on~ and to use the proceeds to pay outstanding 

short-term notes or like amount whiCh represent indebtedness 

incurred for pl~nt additions and replacements. In presenting 

thiS application to the Commission the company has riled its 

financial statements which show its net investment in operative 

plant at $1,543,041 as of June 30, 1960, and its outstanding 

capital structure as follows: 

Long-term debt 
Short-term notes 
Preferred stock 
Common stO¢k and 3ur:r>lus 

Total 

$ 678,500 41~ 
l76,000 II 
279,500 17 
518,235', ~ 

$1,652 l 235 ~ 

The outstanding short-term notes include $71,000 which 

earry 1ntere3t at the rate or 5-1/2 per cent per annum and $105,000 

which carry interest at the rate or 6-1/2 per cent per annum. 

The issue or preferred shares to take up the outstanding 

short-term notes will 1ncre~se applicant's fiXed Charges very 

slightly and from a review of the financial statements or record 

in this proceeding it appears that appl1cant t s earn1ngs, should 

be sufficient to enable it to meet the diV1dends on the shares 

it now proposes to issue. We rind and conclude, thererore~ that 

the issue of the shares of preferred stock is for a proper purpose, 

to wit, the discharge or refunding of obligations~ that themoney~ 

property or labor to- be procured or paid for by suCh 1ssueis' 

reasonably re~uired for such purpose~ and that the expenditures 
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herein authOrized are not~ in whole or in part~ reasonably charge

able to operating expenses or to income. Upon the basis ot these 

rind1ngs~ we Will enter our order granting the application. 

The action taken herein shall not be construed to be 

indicative of amounts to be included in a future rate base for 

the purpose ofdeterm1n1ng just and reasonable rates. 

ORDER - .... - ... -

The Comm1ssion having considered the above-entitled 

matter and being of the opinion that a public hearing is not 

necessary and that the application should be granted~ 

IT IS HEREBY ORDERED as follows: 

1. Kern rvtlt'Ual Telephone Company~ on or after the 

effective date hereof and on or before June 30? 1961~ may 1ssue 

and sell not to exceed 7?OOO shares of its 6-1/2 per cent 

CUImllat1ve Prefe:-red· Shares, Series B, Convertible on' or Before 

September l? 1970, at not less than their par value of $25 a 

share, and shall use tbe proceeds tor the purpose of paY1ng 

outstanding indebtedness. 

2. Kern Mutual Telephone Company from time to time may 

issue such an aoount of its common shares as shall be reqUired upon 

surrender of said preferred shares for eonvers1on~ pursuant to the 

provisions of the Certificate of Determination ot ~ererences filed 

in this application as EXhibit A. 
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3. Kern M.ltual Telephone Company shall 1"11e a report I 

or reports, as I'eQ"u1red by General Order No.. 24-A, w~eh orcler, 

insofar as app11cable, 1s made a part of' thj,s order. 

4. The authorization herein granted shall become 

erf'ect1ve on the date hereof. 

Dated at ____ -S:m--Frn:-.-T\-ci-~-()------, CSlj,fOrn1a, 

this Id day or i'oft, 4 .i2.,:n 1ft/{ t I 1960. 
(/ 

. coiIiiIl1ssioners 
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