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Dec1s:ton No. __ ...:6~4;....1...J.2 ........ q,--__ 

BEFORE THE PUELIC UTn.!'rIES COMMISSION OF THE STATE OF CALIFORNIA 

In the ~ztter of the Application 
of' ~ MOTUAL TELEPHONE COMP PNY ~ 
a cs'11f0:'n1a corporat1on~. for an 
order authorizing it (a) to issue 
and sell $350,000 pr1nc!pal amount 
o~ First Mortgage 5-1/4% Eonds~ 
Series D~ due July 1, 1982, (b) 
to execute and deliver a Th1rd 
Supplemental Indenture as of 
July 2, 1962, to set forth the 
special te~ and prov1sione in 
:'es-oect to sa.id Series of Eonds 
ancf to secure said Bonds, and (c) 
to apply the proceeds of sale or 
said Bonds toward the redemption 
of outstanding shares of 6-1/2% 
~at1ve Preferred Stock, Series 
:s~ :Payment of outstand1ng short 
term. 1ndebtedness and to reimburse 
lts treasury. 

OPINION ------ ... -

Application No~ 4467& 
Filed August 1, 196Z 

Th1s is an app11ca~ion for an order of the Commission 

author1z:tng Kern Mutual Telephone Company to execute a supple­

:nental indenture and to issue $350~OOO of bonds. 

The bonds Will const1tute a new series. They Will be 

deSignated as First Mortgage 5-1/4% :Sonds" Series D~ will be 

due on July 1" 1982~ and com:nenc1ng July 1, 1967, but not prior 

thereto" will be redeemable" at the option o~ the company~ at 

an in1tial prem1\lDl of 4-7/8%" plus accrued interest. Applicant 

has made arrangements to sell the $350,,000 of bonds to Pac1fic 

Mutual Life Insurance Company at their face value" plus accrued 

i:'lterest. 
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The purpose of 1ssu1ng and selling the 5-1/4% bonds 

is to enable applicant to p~y $165~OOO of 6% demand notes now 

ou.tstanding and to retire $175~OOO or 6.5% cumulat1ve preferred 

stock. The remain1ng $lO~OOO to be received ~om the sale- of 

the bonds Will be u~ed to pay expenses incident to such sale, 

est~ted at $4~OOO". to pay the premium of $1~750 O~ the 

redemption of the ~rererred stock". and to reimburse the 

company's treasury. 

It is true that the company's program". 1:..'1 part" 

includes the replacement of preferred stock With mortgage 

debt. However". it is apparent that applicant W1ll rea11ze 

savingz in f1xed charges and in expenses as a- result of: its 

proposed re:f'1nanc1ng operations and" moreover" it is clear 

from a r~v1ew or applicant'S financial reports that its 

earnings ~nd f1.nanc1al struct\l.re are 3uft1c1ent to service 

and SUP1,ort the proposed 'borromng. In 1961 and during the 

firs";; four months or 1962 applicant's net operating revenues 

were aPl'rox:tmately four times its interest charges and its 

capital ratiOS" as or April 30~ 1962~ and as adjusted' to­

give effect to the ~resent financing". are indicated 1n the 

follOWing tabulation: 

Lor..g-term debt 
Notes 
Preferred stock 
Common stock and surplus 

Total 
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We have considered th1s application and" 'based on 

the ~n£ormation berore us" we find and conclude that the 

propotled financing is for proper purposes and Will not impair 

the ability of the utility to meet its public service obli­

gations" and that app11c3nt Will be required to pay a lower 

interest rate on the bonds it now proposes to issue than it 

would 1~ the five-year l1m1tat1on on redemption were to· be 

deleted" and that the ensUing lower financial requ1rements 

shou.1d inure to the 'beneI"1t of the consu.mer:s. We Will enter 

an order granting the application" subject to the prov1sions 

set forth in the folloWing order. 

T:1.e authorization herein given is f"or the issue of" 

bones only and is not to be construed as indicative of amounts 

to be included in a tuture rate base for the purpose o~ 

determining just and reasonable rates. 

ORDER --- ..... -

The COmmission has considered the above-entitled 

~tter" has dete~ned that a public hearing is not necessary" 

and is of the opin1on that the money" property or labor to be 

procured or pa!d tor through the issue of the bonds herein 

authorized is reasonably requ1red for the purposes specified 

herein., that such purposes" except as otherW1se authorized" 

are not., in whole or in part" reasonably chargeable to 

operating expenses or to income, and that the application 

should 'be granted,r subject to the terms of' th:t.s order; 

the:-e:ore, 
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IT IS HEREBY ORDERED that -

1. Kern Mutual Telephone Company ~ on or arteI"' the 

effective date hereof' ana on or bef'ore March 31, 1963" may 

execute a loan agreement With Pacific Mutual Life Insurance 

Company and a Third Supplemental Indenture in the same form" . 
or substantially in the same f'orm" as that tiled as Exhibit 

A in tl'l1s proceeding" and, pursuant to the terms thereof, 

may issue and sell its F1r3'~ Mortgage 5-1/4% Bonds .. Series 

D .. in an aggregate amount o~ not to exceed $350 .. 000 at not 

less than their face value .. plus acerued interest. 

2. Kern Mutual Telephone Company Shall use the 

proceeds to be received through the 1ssue of said bonds 

for ~~e purposes specified in th1s applieation. T.be 

accrued interest may be used for said purposes or tor 

general corporate purposes. 

3. Kern Mutual Telephone Company sha.ll file 

Wi th the Con:m1ss1on 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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4. The authority herein granted shall become 

effective when Kern Mutual Telephone Company has paid the 

tee prescri"oed by Section 1904(b) or the Pu"olic Utilities 

Code" which tee 13 $350. 

San FmnciseQ 
Dated at " CalifOrnia" -----------------------

this ;}d- day or AUGUST 4 " 1962'. 
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