
PUBLIC SERVICE 
cowlMlssloN 

March 17,2008 

Ms. Stephanie Stumbo, Executive Director 
Kentucky Public Service Commission 
P.O. Box 615 
21 1 Sower Boulevard 
Frankfort, Kentucky 40602-061 5 

Dear Ms. Stumbo: 

Pursuant to KRS 278.020 and 807 KAR 5:001, Sections 8 and 9, please find enclosed Thacker- 
Grigsby Telephone Company’s Application for a Certificate of Convenience and Necessity. The 
purpose of the Application is to request authorization to construct a Fiber to the Home network 
in the Fisty and Mousie exchanges in Knott County and Perry County, Kentucky. 

If you have any questions or need additional information please contact me at your convenience. 

Sincerely, 

William K. Grigsby 
General Manager 

b.ariasbv@tqtel.com 
606-785-9500 

EO. Box 789 9 Hindman, Kentucky 41822 0 606-785-9500 

mailto:b.ariasbv@tqtel.com


COMMONWEALTH OF KENTUCKY 

%!E BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 
MAR 2 $: 2003 

PUBLIC SERVICE 
COMMISSION THE APPLICATION OF THACKER-GRIGSBY 1 

COMPANY INC. FOR A CERTIFICATE OF PUBLIC 
1 
) 

Case NO. Joofi.o@ro& 
CONVENIENCE AND NECESSITY FOR THE 
CONSTRUCTION OF FIBER OPTIC CABLE 

APPLICATION FOR CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY FOR CONSTRUCTION OF FIBER OPTIC CABLE 

Thacker-Grigsby Telephone Company Inc. (Thacker-Grigsby) pursuant to KRS 278.020 
and 807 KAR 5:001, Sections 8 and 9 hereby submits this application for a certificate of 
convenience and necessity for the construction of fiber optic cable in Knott County and 
PerryCounty, Kentucky. 

1. The full name and address of Thacker-Grigsby is Thaclter-Grigsby Telephone 
Company, Inc., P.O. Box 789, Hindman, Kentucky 41822. 

2. A copy of Thacker-Grigsby’s Articles of Incorporation and all amendments 
thereto, is attached as Exhibit A. 

3. Thacker-Grigsby is a rural incumbent local exchange carrier serving essentially 
parts of Knott County, Perry County, Floyd County, and Breathitt County, 
Kentucky. Thacker-Grigsby, as of December 3 1,2007, has 6,225 residential 
customers and 1,305 business customers. 

4. Construction of the fiber optic cable is required by public convenience and 
necessity. The purpose of the new construction is to deploy a Fiber-to-the Home 
(FTTH) overbuild in the designated areas to provide broadband data services to 
customers that currently do not have this capability. This will permit Thacker- 
Grigsby to deliver video services, high-speed Internet service, virtual private 
networks, and multiple lines in these areas. 



5. The existing copper cable is over 40 years old and the strand is not reusable. The 
FTTH overbuild will consist of new strand and fiber optic cable on existing Joint- 
Use poles and on Thacker-Grigsby owned poles. Plans are to deploy a Gigabyte 
Passive Optical Network (GPON) system providing sufficient bandwidth for 
current and future requirements. 

6 .  Advance telecommunications services, including broadband, are critical to the 
economic and social development of the rural communities in Knott and Perry 
County, Kentucky. In Governor Fletcher’s Prescriptionfor Innovation Plan, 
deployment of advanced technologies such as fiber optics were recognized as 
essential to economic development. It is this type of technology that will bring 
medical services, educational services, and numerous other economic 
opportunities to the customers of Thacker-Grigshy. 

7. The network will be developed in two phases. Phase 1 will consist of 
construction of FTTH in the Fisty exchange. It will commence during the spring 
season of 2008. Phase 2 will consist of construction in the Mousie exchange 
commencing at the completion of Phase lof the project. 

8. The two-phased network deployment encompasses existing subscribers as well as 
meeting potential growth in the affected exchanges. In phase 1, Thacker-Grigsby 
will deploy fiber to provide high speed broadband service to 100 percent of its 
customers in the Fisty exchange. In phase 2, Thacker-Grigsby will be able to 
provide enhanced broadband service to 100 percent of its customers in the Mousie 
exchange. 

9. In compliance with 807 KAR 5:001, section 9(2)(b), Thacker-Grigsby states that 
it does not require a franchise approval from any public authority to deploy the 
fiber optic cable in the affected exchanges. 

10. In the affected exchanges the fiber network will result in a significant replacement 
of existing copper plant to meet the broadband demand of its customers. The 
fiber optic cable will be deployed where much of Thacker-Grigsby’s copper plant 
is currently deployed. The construction will consist of aerial cable and strand. 
Thacker-Grigsby does anticipate that the new construction will compete with 
some CATV based Voice over Internet Protocol (VOIP) services in both the Fisty 
and Mousie exchanges. There are no other line-based competitive local exchange 
carriers or broadband providers serving customer in the Fisty or Mousie 
exchanges. 



11. Pursuant to 807 KAR 5:001, section 9(2), three copies of the required map 
showing the proposed route for the fiber deployment in the affected exchanges are 
attached as Exhibit B. 

12. The total estimated cost of the new construction in Kentucky is $8,656,780.00. 
Financing for this project has been secured through the Rural Utilities Services 
(RUS) in the amount of $7,160,151.00 with the remaining expenditures being 
financed through Thacker-Grigsby’s retained earnings. The loan was previously 
approved by RUS under the H Loan Design. Thacker-Grigsby met the purposes 
of this loan without exhausting the available funds in the H Loan Design. 
Thacker-Grigsby requested from RUS a change of method to permit it to use the 
remaining funds for FTTH overbuild in exchanges where high speed broadband 
was not available. The approval letter from RUS and relevant loan application 
documents requesting change of method are attached as Exhibit C. 

13. Thacker-Grigsby has attached as Exhibit D, the USDA-RUS Operating Report 
for Telecommunications Borrowers, to demonstrate its ability to meet the 
financial obligations under the loan and to finance the portion of the project not 
covered by the RUS funds. At the end of 2006 period, Thacker-Grigsby had 
retained earnings of $35,828,527 with a tier of 10.1808. Thacker-Grigsby’s 
financial condition is such that it can service the RUS debt without requiring any 
rate adjustments. 

Based on the foregoing, and in accordance with KRS 278.020 and 807 KAR 5:001, 
sections 8 and 9, Thacker-Grigsby Telephone Company respectively requests that the 
Commission issue a Certificate of Public Convenience and Necessity to deploy FTTH 
capability throughout the Fisty and Mousie exchanges in Knott and Perry County, 
Kentucky. 

Respectively Sub ’ 
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Pinley Engineering Company dba 

Central  Associated Engineers, Inc. 
Telecommunications Planning, Design & Engineering 
1500 Bull Lea Road, Suite 194 Q Lexington, Kentucky 40511 

AFINLEYENG'NEERtNGCoMPANY Telephone: (859) 231-9831 Fax: (859) 233-0046 www,CAEencl.com 

August 22,2007 

Mr. Peter Aocablc 
Engineering Branch C1 iief 
Southern Division - 7;.!ccoir:m~iiiicatioI1s 
USDA-RE 
Stop 1597, Room 2831 
1400 Independence Ax. ,  S.W. 
Waslxi~igton, DC 20250 

RE: Tliaclier-Grigsby Telephone Company 
RUS ICY 536 I-J 
Change of Method 
Project T'G070Oi 

On behalf of and at thc 3rection of Thacltcr-Grigsby 'T'eleplmie company @LIS I<\' 536 I-I), \vc are 
requesting a Change of .Method for the remaining lunds under the 1-1 1.oan Design. The oi5ginal 
pcirposes of this loan are as follows: 

J Upgrade Transmission Fac 
J Upgrade Outside Plant 

Accommodate Growth 

These puiposes have ell been accomplished. Thacker-Grigsby has some :ireas diat do not have 
facilities capable of pmviding broadband data service to their subscribers. It is these areas, as 
outliied on the attached spreadsheet, that tlicy woilld likc to u p p d c .  The upgrade plans for these 
areas are a Fiber-to-the .!.lome ovei:lxdd. The existing copper i s  over 40 years old and the s t m i d  is 
not reusable. 

The k T r H  overbuild will consist of new s u m d  and fiber cable on existing Joint-Use poles or on 
Thacker-Grigsby owncd poles. PI:ins are to deploy a Gl'ON system providing sufficient bandwidth 
for current and Future requirements. The esrirnated costs for rlGs upgrade are outlined on the 
attached spreadsheer. 

We appreciate your c 
uifonnation please co 

deration of this request. If yoti have any quesuons or require additiond 

Ann Ail. ICeller, P.E. 

Enclosures: 
Cc: James Wilson, ICY' GFR 

Bill Grigshy, Tliacker-(~kigsbg Gcnernl Manager 

Exhibit C 

http://www,CAEencl.com


Mr. Robert Thaelcer 
General Manager 
Thacker-Grigsby Telephone 

Company, Inc. 
P.O. BOX 789 
Hindman, Kentucky 41 822 

Dear Mr. Thaclter: 

We have reviewed aud are approving your “Change on Method” request lo utilize the 
remaining “B” loan funds to provide broadband data service to subscribers in areas 
not equipped Po provide this service. We understand that the original “W” loan purposes 
were acconiptislicd and that you plan to utilize the remaining loan funds to establish a 
Fiber-to-ttre-l[iionie (PTTlI) overbuild system to upgrade these areas. We also understand 
that the remaining “B” loan funds are  sufficient to accomplish the FTTW upgrade which 
is estimated at $7,949,800. 

If you have any questions, please feel free to contact Mr. James Wilson, General Field 
Representalive, at  (859) 335-5483 or our office at (202) 720-0806. 

Sincerely. 

PETER AIMABLE, CIaief 
Southern Division Engineering Branch 
Teleconimunicntions Program 
Rural Development Utilities Program 

cc: 
Official Filc+-SIIBEB (KCY 536-N) 
Reading Pile 

JFR:W1lscan 

RDUP:SD~:SDEU:I,Snrgcant:08-31-07:ejj ICU536-PI-fhange-at”metI,od2007 



RUS KY 536 H Thacker-Grigsby 
Change of Method 

TG07093 

Lines Proposed FTTH 
I 646 

. .~ ..... .... ~ j 

. ~.~...~.. . 

. . ~.~ . 

. . .  1791 2:;l 179# i 57 1 i 2411 

'I ,~ 

189 189; 
667 667 ~ 

I 

- 

1291 

Mousie 3901 390: 
Whiie Oak 

63% 621 ' 62 1 
144~ 1 s  I - 

60 
I 45  

1 40211 
i ' 145' . _  

Garner 347 347: 
Kelly fork 102 102~ 

654 ~ 654 i 
2,071 

. . ..... ~~ . j 
I ~ 

. .  $6,213,000 
$1,656,800 

$3,800 $7,869,857 

$8,656,78Ti 
10%' 

Electronics (incl NIDS) ! $800 ~ 

$786.980 , $ 605,314.00 ~ Contract H40E 

I . .... 

. . . . . . ... . .... .. 
Last FKS 

$ 2,022,492.00 
$ 4,463,971.00 i OSP 

BLDGs $ 158,799.00 
$ 1,147,000.00 ENGR 

contingency 

5 8 , 0 1 m c 6 q  

. .  

. . .. . . ~  I 

~ $ 225,417.00 ~ 

.. .. i 

FRS updated 03 14 08 
COE $ 1,164,560.30 

! $' 4,463,971.00 , 
! i $ 158,799.00 

~ 

. .  

! $ 1,147,000.00 . .  
ENGi? 
Contingency $ 225,821.00 ~ 

$ 7,160,151.667 
. .  . . L -.-_____ 



OPERATING REPORT FOR 
TELECOMMUNICATIONS BORROWERS 

INSTRUCTlONS-S,~bmd repor! ro RUS Mil in 30 days aflwrrclad o/!kopwinl 
Fordmiled in~nrctions. I## RUS Bvilerin i744-2, Repon in ahok dolim only, 

X 
have beenful6lled in ail maletiel ie~pens. 
All of !he obiigations iinder!hC RUS loan dacumens 

William Grigsby 4/30/2007 
" A m  

. .  . .  
~~ 

BORROWER NAME 

Thacker Grigsby Tele Co Inc 

(Prepared with Audited Data) 

PERIOD ENOING BORROWER DESIGNATION 
December, 2006 KY0536 

PART A BALANCE SHEET 

BALANCE BALANCE BALANCE I BALANCE 
ASSETS PRIOR YEAR END OF PERIOD LIABILITIES AND STOCKHOLDERS' EQUITY PRIORYEAR ENDOF PERIOD 

CURRENTASSETS I CURRENT LIABILITIES I I 
1. CaSh end Equivdents 

2. Cash-RUS ConSlmClion Fund 
3. Affillales: 

a. Telecom. Accounl~ Receivable 

b. Mher AccounI5 Receivable 

c. Notes Receivable 

17,583,474 6,413,768 25. Accounts Payable 312,250 211,353 
2 , 3 8 8  2,4 06 26. Nates Payable 0 0 

27. AdYanM Billings and Payments 0 0 

37,654 (197, 944) 26. CustomerDeposils 190,683 194,915 
146,482 221,174 29. Cumen1 Mat.UTDebt 562,000 6 3 5 , 0 0 0  

0 0 30. Cumnt Mat. LIT Debt-RUT. De". 0 0 



USDA-RUS BORROWER DESlGNATiON 

December, 2006 
INSTRUCTIONS- See RUS Bullefin 1744-2 

PART B. STATEMENTS OF INCOME AND RETAINED EARNINGS OR MARGINS 

OPERATING REPORT FOR 
TELECOMMUNICATIONS BORROWERS 

I PRIORYEAR I THISYEAR 
ITEM 

KY0536 

PERIOD ENDING 

1. Local Network Services Revenues 1,245,015 1,249,12 

2. Network Access Services Revenues 6,264,464 6,571,63 

3. Long Distance Network Services Revenues 0 
4. Canier Billing and Collection Revenues 261.496 258,70 

5. Miscelianeous Revenues 322,605 318.34 

6. Uncollectible Revenues 48,000 48,OO 

7. Net Operating Revenues (1 thru 5 less 6) 8,045,640 8,349,81 

8. Piant Specific Operations Expense 941,350 975,44 

9. Piant Nonspecific Operations Expense (Excluding Depreciation 8 Amortization) 352,901 340,02 
I O .  Depreciation Expense 1,290,573 1,300,30 

11. Amortization Expense 1,280 1,60 
12. Customer Operations Expense 617,156 688.51 

13. Corporate Operations Expense 1,338,260 1,361,84 
14. Total Operating Expenses (8 lhru 13) 4,541.520 4,667,74 
15. Operating Income or Margins (7 less 14) 3,504,120 3 , 6 8 2 , 0 7  

16. Other Operating Income and Expenses 0 

17. State and Local Taxes 387,917 472.41 

18. Federal Income Taxes 877,958 2,522,22 

19. Other Taxes 267,059 17,39 

20. Total Operating Taxes (17+18+19) 1,532,934 3,012,03 

21. Net Operating Income or Margins (15r16-20) 1,971,186 670.03 

22. Interest on Funded Debt 240,590 210.18 

23. Interest Expense - Capital Leases 0 

25. Allowance for Funds Used During Construction 0 

27. Nonoperating Net Income 1,615,095 5,978,85 

28. Extraordinary Items 0 

29. Jurisdictional Differences 0 

30. Nonreguiated Net income 118,055 172,81 

24. Other Interest Expense 10,969 10,78 

26. Total Fixed Charges (22+23+24-25) 251,559 220,96 

31. Total Net Income or Margins (21+27+28+29+30.26) 3,452,777 6,600,75 
32. Total Taxes Based on Income 1,265,875 4,093,OO 
33. Retained Earnings or Margins Beginning-ofzlear 26,198,704 29,439.62 
34. Miscelianeous Credits Year-to-Date 0 

35. Dividends Declared (Common) 211,686 211,68 
36. Dividends Declared (Preferred) 170 17 
37. Other Debits Year-to-Date 0 

38. Transfers to Patronage Capital 0 

40. Patronage Capital Beginning-of-Year 0 

41. Transfers to Patronage Capital 0 

42. Patronage Capital Credits Retired 0 

43. Patronage Capital End-&Year (40141-42) 0 

44. Annual Debt Service Payments 759,761 797,93 

39. Retained Earnings or Margins End.of-Period [(31+33+34) - (35+36+37+38)] 29,439.625 35,828,52 

45. Cash Ratio [(14+20-10-11)/ 71 0.5944 0.763 

46. Operating Accruai Ratio [(14+20+26)1 0.7863 0.946 

47. TIER [(31+26)/26] 14.7255 30.872 

48. . DSCR [(31+26+10+11)/441 6.5760 10.180 

Page 2 of 



OPERATING REPORT FOR 
TELECOMMUNICATIONS BORROWERS 

Topmost 
Cody XA 
Hindman 
MaUSie 
MObiieWireleSS 
Roule Miiea e 
Outside Exc?~ange 
Area 

9.16 5.74 109 957 1.066 121.51 26.16 
9.16 5.74 127 652 979 137.63 40.46 
9.16 5.74 667 3.199 4,066 342.60 106.38 
9.16 5.74 77 534 61 1 61.72 18.69 

0.00 0.00 
0 

Total 1.312 6,505 7,817 795.61 216.63 



USDA-RUS 

/ 

OPERATING REPORT FOR 
TELECOMMUNICATIONS BORROWERS 

INSTRUCTIONS - See RUS BUlleIln 1744-2 

BORROWER DESIGNATION 

a0536 

PERIOD ENDED 

Deoernber, 2006 



I 
USDA-RUS I BORROWER DESIGNATION 

I. No. Plant Employee3 2.  No. Olhcr Employee3 3.SawsMilrrSmed 
23 22 360 

OPERATING REPORT FOR 
TELECOMMUNICATIONS BORROWERS 

4. AEICSI Linrr per Sqvm Milo 5. Subsmibarn poRoufe Mile 

21 .71  9.83 

1. SIudy Area IO CodW 2. Types of Tall Ssnlements (Check one) 
a.260419 Intentate: Average Schedule 0 CastBasis 

b. 

d. 

f. 

g. 

h. 

1. 

I. 

PART F. FUNDS INVESTED IN PLANT DURINGYEAR 

1. RUS, RTB, 8 FFB Loan Funds Expended 

2. Other Long-Term Loan Funds Expended 

3. Funds Expended Under RUS Interim Approval 

4. Mhsr Short-Term Loan Funds Expended 
5 9  1,538.58 

6. Selvaged Materials 1 .69 

7. Contribution in Aid to ConStrUClbn 
8. G~OSS Additions lo Telecom. Plan1 (1 thru 7 )  1,540.27 

~~~~~~~~~~~~~~~~ ~~ ~ 

PART 0. INVESTMENTS IN AFFILIATED COMPANIES 

CURRENTYEARDATA CUMUMTiVE DATA 

Cumulative CUmUlalVB 

INVESTMENTS I""eSimB"1 incornelloss 1""eSlme"t incomeilosr current 
ThILYeai TO Dale To Dale Balance 

InIrastale: Average Schedule 0 cost Basis 



22. Cable and wire facilities - Underground cable - Fiber 

23. Cable and wire facilities - Buried cable - Metal 
24. Cable and wire facilities - Buried cable - Fiber 
25. Cable and wire facilities - Conduit systems 
26. Cable and wire facilities - Other 

I 
Page 6 of 6 

4.70) 

4.70% 

4 . 7 0 1  

2 . 2 0 1  



USDA-RUS 

OPERATING REPORT FOR 
TELECOMMUNICATIONS BORROWERS 

INSTRUCTIONS- See RUS Bullelm 1744-2 

BORROWER DESIGNATION 

KY0536 

PERIOD ENDED 

December, 2006 



CASE NO: 2008-00106 

CONTAINS 

LARGE OR OVERSIZED 

MAP(S) 

RECEIVED ON: March 24, 2008 


