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BEFORB.THE PUELIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

A LUGBTES  MON

Deciston No. K412Q

In the Metter of the Application g
of X=RN MUTUAL TELEPHAONE COMPANY,

2 California corporation, for an

oxrder authorizing it (a) to issue

and sell $350,000 principzl amount

of First Mortgage 5-1/4% Bonds,

Series D, due July 1, 1882, (b)

to execute and deliver a Third

Supplemental Indenture as of

July 1, 1962, to set forth the : Application No, ULLUETE
special terms and provisions in Filed August 1, 1962
respect to sald Serles of Eonds

and to secure said Bonds, and (¢)

to apply the proceeds of sale of

said Bonds toward the redemption

of outstanding shares of 6-1/2%

Cumulative Preferred Stock, Series

B, payment of outstanding short

tern indebtedness and to reimburse

1ts treaswry.

QPINION

This 4s an application for an order of the Commission
autheorizing Kern Matual Telephone Company to execute a supple-

mental indenture and to issue $350,000 of bonds.

The bonds will constitute 2 new series. 7They will be
designated as First Mortgage 5-1/4% Bonds, Series D, will be
due on July 1, 1982, and commencing July 1, 1967, but not prior
thereto, will be redeemable, at the optlon of the company, at
an initial premium of 4-7/8%, plus accrued interest. Applicant
has made arrangements to sell the $350;OOO of bonds to Pacific

Mutual Life Insurance Company at their face value, plus accrued

Interest.
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The purpose of issuing and selling the 5-1/4% bonds
1s to enabdle applicant to pay $165,000 of 6% demand notes now
outstanding and to retire $175,000 of 6.5% cumulative preferred
stock. The remaiﬁing $10,000 to be receilved from the sale of

the bonds will bhe wsed to pay expenses incident to such sale,

estimated at $4,000, to pay the premium of $1,750 on the
redempéion of the preferred stock, and to reimburse the

company's treasury.

It 15 true that the company's program, in part,
includes the replacement of preferred stock with mortgage
Gebt. However, 1t is apparent that applicant will realize
savings in fixed charges and in expenses as & result of its
proposed refinancing operations and, moreover, it is clear
from a review of applicant's financial reports that its
earnings and financial structure are sufficlent to service
and support the proposed borrowing. In 1961 and during the
first four months of 1962 applicant's net 6perat1ngrevenues_
were approximately four times its interest chargeé and 1its
capital ratlios, as of April 30, 1962, and as adjusted to
glve effect to the present financing, are indicated in the

following tabulation:

CAprdl 30, :
1962 Adjusted

Long-term debt 364 . 55%
Notes ) -
Preferred stock 25 15

Common stock and surplus 30 _30

Total 100% 10%' '
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We have consldered this application and, based on
the informatlion before wus, we find and conclude that the

proposed financing is for proper purposes and will not impair

the ability of the utility to meet 1ts public service obli-

gations, and that applicant will be required to pay a lower
interest rate on the bonds 4t now proposes to 1lssue than it
would if the five-year limitaticn on redemption were to be.
deleted, and that the ensuing lower financial requirements
should inure to the benefilt of the consumers. We will enter
an order granting the application, subject to the'pr6vis1ons
set forth in the following order.

Tae authorization herein given is for the issue of
bonds only and 1s not to be construed as Indicative of amounts
o be Included in a future rate base for the purpose of
determining Just and reasonable-rates.

The Commission has considered the above-entitled
m2tier, has determined that a public hearing 1s not necessary,
and is of the opinion that the money, property or labor to be
procured or pald for through the fssue of the bonds herein
authorized 1s reasonably required for the purposes specified
nerein, that such purposes, except as otherwise authorized,
are not, in whole or in part, reasonably chargeable to
operating expenses or to income, and that the application

should be granted, subjeet to the terms of this order;

therelore,
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IT IS EEREBY CORDERED that -

1. Xern Mﬁtual Telephone Company, on or after the
effective date hereof and on or before March 31, 1963, may
execute a loan agreement with Pacific Mutual Life Insurance
Company and a T@ird Supplemental Indenture in the same form,
or substantially in the same form, as that filed as Exhidit
A In this proceeding, and, pursuant to the terms thereof,
may issue and'sell 1ts Firss Mortgage 5-1/4% Bonds, Series
D, in an aggregate amount of not to exceed $350,000 at not

less than their face value, plus acerued interest.

2. Xern Mutual Telephone Company shall use the
proceeds to de received through the Issue of said bonds
for the purposes specified in this application. The
acerved Interest may be used forfsaid purposes or for

general corporate purposes.

3. Kern Mutual Telephone Company shall file
with the Commission a report, or reports, as required
by Generzl Oxrder No. 24-A, which order, insofar as

applicable, is made a part of this order.
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4. The authority herein granted shall become
effective when Kern Matusl Telephone Company has rald the

fee prescribed by Section 1904(b) of the Public Utilities
Code, which fee is $350.

Dated av San Franclses » California,

this 4]¢°  day of AUGUST , 1962,

°UELHC UTH.ITIES COMN' ISSION

t
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