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Decision No •. _....:::.6~77:....:7:..::3::;.:9:;..· __ _ 

BEFORE THE PUBLIC UTILITIES CO~SION OF TEE STATE OF CALIFORNIA 

In the Matter of the Application of 
KERN MUTUAL TELEPHONE COMPAN'i1 a 
CalifOrnia corporation~ tor an order 
authorizing it to (a) issue and sell 
$86o~ooo prinCipal amount of First 
~~rtgage 5% Bonds~ Series E~ due 
July l~ 1989~ ('b) execute and 
deliver a Fourth Supplemental 
Indenture as ot July 1 ~ 1964 ~ to 
set forth the special terms and 
provisions in respect of said SerieS 
of Eonds ~nd to secure said Bonds~ 
and (c) a~ply the proceeds of sale 
of said Bonds toward the redemption 
of its outst~nd1ng $360~OOO First 
Mortgage 4% Bonds l Series A, con
struction of additions and cetterments~ 
payment of outstand.1ng short term 1\ 

indeotedness and to re1~urse its 
treasury. 

OPINION - ... ~- ....... ~ 

Application No. 46845 
Filed July 27, 1964 

This is an application for an order or the Commission 

authorizing Kern l'Ih1tual Telephone Company to issue and sell 

$860~ooo princ!pal amount ot its bonds and to execute a supple

mental indenture. 

Applicant is a california corporation engaged as a public 

utility in the 'business of providing telephone serv'ice 1n the 

C01;.n':!es of Kern~ San Luis Obispo'l Santa Barbara and Ventura .. 

For the year 1963~ it reported operatir.g revenues of"$985~048~ 

net income of $125~268 and 9~346 telephones in service at the 

end of the period. The t1nancial statements~ attaChed to the 
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application, ind1cate that tor the tlrst siX months of 1964, the 

companyts operating reven~es and net 1ncome were $521,027 and 

$71,,264, respectively; that as of June 30" 1964" its depreciated 

1nvestment 1n telephone plant amount'ed to $2,170,,789; and that. 

total assets ot $2,424,,216 were offset ~r1mar11y by capitalization 

composed as tollows: 

Long-term debt 
Short-term notes payable 
Preferred stock 
Common· stock eqU1 ty 

Total 

Amount 

$ 955,,500 
250,,000 
257,,875·· 
729,155. 

1~186,S;0. 

L~ this proceeding" applicant seeks authority to issue 

a new series ot bonds 1n the principal amount of $860,,000 to "oe 

desi~ted as First Mortgage 5% Bonds, Series E" dated as ot 

July 1" 1964., and due JUly 1" 1989. Said bonds Will 'be subject 

to optional redempt10n at an 1n1t1al regular premium 

or 4-14/19%" plus accrued 1nteres,t" dur1ng the twelve months 

com."l'!eneing July 1" 1969" and thereaf'e:er at annually reduc1ng 

premiums. However" 1n the event ot a consolidation, merger or 

sale of all, or substant1all~ all" of the utilityto propert1es 

prior to July 1, 1969" such redempt10n premi'UlU would 'be 5%. 

Repayment of principal Will be secured by an eX1st'1ng mortgage 

a~ heretofore supplemented and as further supplemented by a 

proposed Fourth Supplemental Indenture~ which also includes an 

annual Sink1ng tund provision eqUivalent to two percent of the 

greatest principal amount of Series· E bonds issued. 

- :2 -



)r 

A.46845 MON 

Subject to receiving authorization from the Comm13s1on~ 

the company pro~oses to sell the new issue to Pacitic Mutual Lite 

Insurance Company at par~ plus accrued 1nterest~ and to use the 

proceeds, 1ncludj.ng accrued 1nterest~ for purpo~es generally 

described in the application and in EXhibit F attached thereto 

as follows: 

1. 

2. 

3. 

4. 

To repay 6% short-term notes issued to 
finance the cost of plant additions and 
rcp1acemcntz _ .. _ .............. . 
To retire First Mortgage 4% Bonds 3 Series 
A, dated Septemoer 1, 1948~ due 
September 1, 1973 ($360,000 par value at 
redemption pr1c~ of 101.8) ........ _ 
To pay estlInat·ed expenses ot new '::lond 
153ue . • .. • .. • . . . . . . • • . .. . . 
Tore1mburse treasury for construction 
expend1 ture s .. • • • • • • .. • • • .. .. ... 

Total" 

$350,,000 

366,,480 

4,000 

139,520 

j86d.,Qoo. 

Applicant reports that its interest cost on long-te~ 

debt r~s increased trom 4% per annum in 1948 to 5-1/4% in 1962. 

It asserts that under the package plan proposed, financing ot 

its immediate capital requirements at a rate ot 5% per annum 

over a twenty-five year period Will result in an ove~-all 

lower t1nanc~al cost which Will ultimately benefit the utility 

an~ its subscribers. 

and a~ a~justed to give eftect to the new bond 1s~ue are as 

tollows: 
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Long-term debt 
Short-term notes payable 
Preferred stock 
Common stock equ1 ty 

Total 

June 30 .. 
1964 

44%. 
11 
l2 
~ 

~ 

Pro 
Forma. 

60% 
10 

.3.Q 

~'" 

A review of applicant's financial statements for the 

year 1963 and fo~ the siX months ended June 30.. 1964" discloses 

that its income available for fiXed charges was approXimately 

3.3 t1lr.c:J such charges in both periods. 

T.he Comm1ssion has considered this matter and rinds 

that: (1) the proposed bond issue is for proper purposesj 

(2) app11cant 1 s resources are sufficient to enable it to service 

the proposed inde'b'tedness i (3) applicant Will 'be' reqUired to pay 

a lower interest rate than it would in the absence or a restricted 

redemption provision; (4) the money .. property or labor to 'be 

procured or paid for by the issue of the bonds herein authorized 

is reasonably required for the PUl'Poses specified herein;, and 

(5) such purposes" excopt as othe:rw1se authorized" are not" in 

whole or in part" reasonably chargeable to operating expenses 

or to income. On the basis of these findings we conclu~e that 

the application should be granted. A public hearing ,is not 

necessa::-y. 
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The authorization herein given is for the issue of 

bonds and the execution of a supplemental 1ndenture~ and is not 

to be construed as indicative of amounts to be included in ~ro

ceedj.:ngs for the d.eterminat1on o~ just. and reasonable ra.tes. 

ORDER 
--~-~ 

IT IS ORDERED that: 

1. Kern Mutual Telephone Company~ on or after the 

effective date hereof and on or before December 3l~JS64~ may 

execute a loan agreement W1th Pacific Mutual Life Insurance 

Compa~y and a Fou-~h Supplemental Ind.enture in the same for.m, 

or in substantially the same form, as those t11ed in this 

p::-oceeQ.1r..g. 

2. Kern Mutual Telephone Company" on or arter' the 

effective date hereof and on or before December 31, 19641 may 

issue and sell not to exceed $860,000 of its First Mortgage 5% 
Bonds~ Series E" due July l~ 1989, at not less than the princi

pal amount, ~lus accrued 1nterest" and shall use the ~roceeds 

ror the p~oses specified in the application. 

3. Kern Mutual Telephone Compan1 shall file with the 

COmmission a report, or reports~ as reqUired by Oe~eral Order 

No. 24-:8". which order, insofar as applicable', is hereby made 

~ part of this order. 
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4. 'lh1s order shall 'become effect1ve when Kern Mutual 

Telephone Company haa paid the fee presCribed by Section 1904{b.) 

or the Pub11C Ut111tles Code~ whiCh tee 113 $500. 

Dateo. at ______ San_...;....F.r:a.ll_dS_SCO _____ 
1 

California I 

this d..l~ day or tnfi11ST I 1964. 
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