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2) Motion for Waiver of Certain Rate Application Filing Requirements; and 
3) Petition for Confidential Treatment 

Thank you, and if you have any questions with regard to this matter, please call me. 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

RECEIVED 
OCT 0 2 2014 

PUBLIC SERVICE 
COMMISSION 

CASE NO. 2014-00305 

In the Matter of: 

APPLICATION OF PEOPLES RURAL 
TELEPHONE COOPERATIVE CORPORATION, ) 
INC. FOR A GENERAL ADJUSTMENT IN RATES ) 

PETITION OF PEOPLES RURAL TELEPHONE COOPERATIVE 
CORPORATION, INC. FOR CONFIDENTIAL TREATMENT  

Peoples Rural Telephone Cooperative Corporation, Inc. ("PRTC") hereby petitions the 

Kentucky Public Service Commission (the "Commission"), pursuant to 807 KAR 5:001, Section 

13, and KRS 61.878, to grant confidential treatment to certain information PRTC is 

contemporaneously filing with its application for a general adjustment in rates (the 

"Application"). The information PRTC seeks to protect as confidential is hereinafter referred to 

as the "Confidential Information." 

Pursuant to 807 KAR 5:001, Sections 13(2)(a)(3) and 13(2)(b), one (1) copy of the 

hardcopy pages containing Confidential Information, with the Confidential Information 

highlighted with transparent ink, printed on yellow paper, or otherwise marked 

"CONFIDENTIAL," is being filed with this petition. A copy of those pages with the 

Confidential Information redacted is being filed with the original and each of the ten (10) copies 

of the application filed with this petition. 

The Confidential Information is not publicly available, is not disseminated within PRTC 

except to those employees and professionals with a legitimate business need to know and act 

upon the information, and is not disseminated to others without a legitimate need to know and 

act upon the information. 
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If and to the extent the Confidential Information becomes generally available to the 

public, whether through filings required by other agencies or otherwise, PRTC will notify the 

Commission and have the information's confidential status removed pursuant to 807 KAR 5:001, 

Section 13(1)(b). 

As discussed below, the Confidential Information is entitled to confidential treatment 

based upon KRS 61.878(1)(c)(1), which protects "records confidentially disclosed to an agency 

or required by an agency to be disclosed to it, generally recognized as confidential or proprietary, 

which if openly disclosed would permit an unfair commercial advantage to competitors of the 

entity that disclosed the records." 

APPLICABLE LAW 

807 KAR 5:001, Section 13(2)(a), sets forth the procedure by which certain information 

filed with the Commission may be treated as confidential. The regulation provides that a party 

seeking confidential treatment of certain information must: 

Establish specific grounds pursuant to KRS 61.878, upon which 
the Commission should classify that material as confidential; 

State the time period in which the material should be treated as 
confidential and the reasons for the time period; and 

Include[ ] in a separate sealed envelope marked confidential, one 
(1) copy of the material . . . which identifies by underscoring, 
highlighting with transparent ink, or other reasonable means only 
those portions which unless redacted would disclose confidential 
material. 

The Kentucky Open Records Act, KRS 61.870, et seq., exempts certain records from the 

requirement of public inspection. In particular, KRS 61.878(1)(c)(1) provides the following 

exemption from the requirement of public inspection: 
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records confidentially disclosed to an agency or required by an 
agency to be disclosed to it, generally recognized as confidential or 
proprietary, which if openly disclosed would present an unfair 
commercial advantage to competitors of the entity that disclosed 
the records. 

ARGUMENT 

I. 	Disclosure of the Confidential Information Would Grant PRTC's Competitors an 
Unfair Commercial Advantage  

The Confidential Information identified in the exhibits to PRTC's Application consists of 

information related to the inner workings of PRTC, including financial and service usage details. 

This information "if openly disclosed would present an unfair commercial advantage to 

competitors" of PRTC, and it therefore qualifies as protectable confidential information pursuant 

to KRS 61.878(1)(c)(1). 

The Confidential Information on pages 5 and 6 of Exhibit 1 consists of data related to the 

revenue changes due to adjustment of terminating access rates pursuant to the Federal 

Communications Commission's November 18, 2011 Order reforming intercarrier compensation 

and the Universal Service Fund (the "ICC/USF Order"). 

The Confidential Information in Exhibit 1, Attachment B contains detailed subscriber line 

data and service usage information. 

The Confidential Information in Exhibit 1, Attachment C contains detailed historical and 

projected subscriber service usage and revenue information, including the number of customers 

subscribed, or projected to be subscribed, to specific services and the amount of revenue derived, 

or projected to be derived, from those services. 
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The Confidential Information in Exhibit 5 consists of PRTC's confidential RUS operating 

report, which includes PRTC's operating expenses and revenues, including detailed financial 

information related to unregulated activities. 

The highlighted information contained in PRTC's Application would result in an "unfair 

commercial advantage to competitors" of PRTC if disclosed. PRTC, as a participant in the 

telecommunications market, faces economic competition from other entities in the same market. 

PRTC competes in the telecommunications market to sell telecommunication services to 

customers. With the increased penetration of alternatives to basic local service such as VoIP and 

wireless services, PRTC faces an increasingly competitive market. PRTC's ability to 

successfully compete against other entities in the telecommunications market would be adversely 

affected by the disclosure of its internal financial and service usage information. Therefore, 

PRTC has "competitors" as is contemplated under the statute and faces actual competition from 

other market participants. 

The Confidential Information for which PRTC seeks confidential treatment under KRS 

61.878(1)(c)(1) is generally recognized as confidential or proprietary under Kentucky law. In 

the 2013 Rate Floor Proceedings, the Commission granted confidential treatment to comparable 

information "related to the revenue changes due to adjustment of terminating access rates 

pursuant to the Federal Communications Commission's Order dated November 18, 2011." See, 

e.g., In the Matter of Tariff Filing of Duo County Coop. Corp., Inc., Ky. P.S.C. Case No. 2013-

00184, Order (Sep. 18, 2014). In addition, information about a company's detailed inner 

workings is generally recognized as confidential or proprietary. See, e.g., Hoy v. Ky. Indus. 

Revitalization Auth., 907 S.W.2d 766, 768 (Ky. 1995) ("It does not take a degree in finance to 

recognize that such information concerning the inner workings of a corporation is 'generally 
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recognized as confidential or proprietary . . . .'"); Marina Mgmt. Servs. v. Cabinet for Tourism, 

906 S.W.2d 318, 319 (Ky. 1995) ("The most obvious disadvantage may be the ability to 

ascertain the economic status of the entities without the hurdles systematically associated with 

the acquisition of such information about privately owned organizations."). 

The disclosure of this confidential and proprietary information would provide 

competitors an unfair competitive advantage, allowing them insight into PRTC's financial 

position and giving them the ability to unfairly tailor their competitive efforts against PRTC in 

light of this Confidential Information. For these reasons, PRTC respectfully requests that the 

Commission grant confidential treatment to the Confidential Information. 

II. 	Time Period  

Pursuant to 807 KAR 5:001, Section 13(2)(a)(2), PRTC requests that the Confidential 

Information remain confidential for a period of five (5) years from the date of this petition, 

which should allow sufficient time for the projected data to become sufficiently outdated that it 

could not be used to determine similar Confidential Information at that time. 

CONCLUSION 

Based on the foregoing, the Confidential Information is entitled to confidential treatment. 

If the Commission disagrees that PRTC is entitled to confidential treatment, due process requires 

the Commission to hold an evidentiary hearing. Utility Regulatory Comm'n v. Kentucky Water 

Serv. Co., Inc., 642 S.W.2d 591 (Ky. App. 1982). 

WHEREFORE, PRTC respectfully requests that the Commission classify and protect as 

confidential the Confidential Information. 
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On this the 2nd day of October, 2014. 

Respect :,emitted, Res

p 

 

John E Se t 
Edw. T. D pp 
DINS ORE SHOHL LLP 
101 So h F.  h Street 
Suite 2500 
Louisville, KY 40202 
Phone: (502) 540-2347 
Facsimile: (502) 585-2207 
john.selent@dinsmore.com  
tip.depp@dinsmore.com  
Counsel for Peoples Rural Telephone 
Cooperative Corporation, Inc. 

CERTIFICATE OF SERVICE 

I certify that, on the date this Petition for Confidential Treatment was filed or served with 
the Kentucky Public Service Commission, a true and accurate copy of the foregoing was served 
by Federal Express or by hand delivery upon the persons listed below. 

Kentucky Attorney General 
Office of Rate Intervention 
700 Capitol Avenue, Suite 118 
Frankfort, Kentucky 40601-3449 

On this t AtiA,  October, 2014. 

aPt*A 
Counse folirrires Rural Telephone 
Coope ative C poration, Inc. 
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In the Matter of: 

COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

RECBVED 
OCT 0 2 2-014- 

PUBLIC SERVICE 
COMMISSION 

APPLICATION OF PEOPLES RURAL 
	

) CASE NO. 2014-00305 
TELEPHONE COOPERATIVE CORPORATION, 
INC. FOR A GENERAL ADJUSTMENT IN 
RATES 

MOTION FOR WAIVER OF CERTAIN 
RATE APPLICATION FILING REQUIREMENTS 

Peoples Rural Telephone Cooperative Corporation, Inc. ("PRTC"), by counsel, and 

pursuant to 807 KAR 5:001 Section 16(10), hereby moves the Public Service Commission of the 

Commonwealth of Kentucky (the "Commission") for waiver, for good cause, of certain filing 

requirements set forth in 807 KAR 5:001, Section 16, in connection with the contemporaneous 

filing of its rate adjustment application (the "Application"). In support of its request, PRTC 

states as follows. 

INTRODUCTION  

PRTC files its Application in order to adjust its rates to comply with the 2014 rate floor 

imposed by the Federal Communications Commission ("FCC"). See In the Matter of Connect 

America Fund, et al., Report and Order and Further Notice of Proposed Rulemaking, FCC 11-

161 (Nov. 18, 2011) ("ICC/USF Order"). Several carriers filed similar rate floor proceedings 

last year to comply with the FCC's 2013 rate floor (the "2013 Rate Floor Proceedings"). In the 

2013 Rate Floor Proceedings, the Commission recognized "the mandatory and time-sensitive 

nature of the FCC's rate floor, and that all of the information specified in 807 KAR 5:001 

Section 16 may not be necessary to support an increase in basic local exchange rates under these 

circumstances." See, e.g., In the Matter of Tariff Filing of Duo County Coop. Corp., Inc., Ky. 
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P.S.C. Case No. 2013-00184, Order at 2 (June 28, 2013) ("2013 Order"). Later in those 

proceedings, the Commission granted carriers waivers of certain requirements of 807 KAR 

5:001, Section 16. See, e.g., In the Matter of Tariff Filing of Duo County Coop. Corp., Inc., Ky. 

P.S.C. Case No. 2013-00184, Order (Feb. 3, 2014) ("2013 Waiver Order"). 

In light of the waivers granted in the 2013 Rate Floor Proceedings, PRTC now moves for 

waiver of certain requirements of 807 KAR 5:001, Section 16. 

ARGUMENT  

Upon good cause shown, the Commission shall grant "[a] request for waiver of any of the 

provisions of [the] filing requirements." 807 KAR 5:001, Section 16(10). In determining 

whether good cause exists, the Commission may consider: 

(a) Whether other information provided by the utility is sufficient to 
allow the Commission to "effectively and efficiently" review the 
rate application; 

(b) Whether the information for which waiver is requested is normally 
maintained by the utility or reasonably available to it from the 
information the utility does maintain; and 

(c) The expense in providing the information which is the subject of 
the waiver request. 

Id. 

PRTC's Application is simply a response to the regulatory pronouncement of the FCC; it 

has not been filed to address a financial need for additional revenue from PRTC's ratepayers. 

Furthermore, the Commission acknowledged in the 2013 Rate Floor Proceedings that "all of the 

information specified in 807 KAR 5:001 Section 16 may not be necessary to support an increase 

in basic local exchange rates under these circumstances." 2013 Order at 2. 

Wherefore, PRTC requests waiver of the filing requirements identified below. These 

requested waivers are consistent with the waivers the Commission granted to other carriers 
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during the 2013 Rate Floor Proceedings. See, e.g., 2013 Waiver Order (granting waiver of the 

requirements of, among others, 807 KAR 5:001, Section 16(4)(b), 16(4)(h), 16(4)(i), 16(4)(n), 

16(4)(q), and 16(4)(r). A brief supporting narrative is included for each of these requests. 

807 KAR 5:001, Section 16(4)(b) 
	

If utility has gross annual revenues 
exceeding 	$5,000,000, 	prepared 
testimony of each witness who will 
support the application. 

PRTC's filing is in response to the FCC's ICC/USF Order and is not driven by a financial 

need to obtain more revenue from its ratepayers or achieve a higher rate of return. PRTC has 

provided a detailed narrative explanation of its proposed rate adjustment in Exhibit 1 of the 

Application. PRTC asserts that the information provided in the Application does not require 

further explication through prepared testimony. Accordingly, PRTC seeks waiver of 807 KAR 

5:001, Section 16(4)(b). 

807 KAR 5:001, Section 16(4)(h) Summary of determination of revenue 
requirements based on return on net 
investment rate base, return on 
capitalization, interest coverage, debt 
service coverage, or operating ratio, with 
supporting schedules. 

PRTC has provided its 2013 RUS operating report containing its TIER calculation, which 

assesses PRTC's actual revenue position compared to its required operating revenues, in Exhibit 

5 of the Application. PRTC believes this information is sufficient to fulfill the requirements of 

this section as they apply to the Application. To the extent the Commission believes this section 

requires provision of additional information, PRTC requests waiver of those requirements for the 

reasons set forth below. 
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PRTC does not seek a rate adjustment in this proceeding based on a failure to earn an 

adequate rate of return. The changes in rates that it seeks are requested in order to maintain 

eligibility to receive the maximum amount of High Cost Loop Support ("HCLS") and are 

expected by PRTC to provide either no additional revenue or nominal additional revenue that 

will serve as an offset to other revenue reductions imposed by the FCC. 

Furthermore, because PRTC's proposed rate adjustment is simply a response to the 

regulatory pronouncement of the FCC, PRTC has not prepared a cost study analyzing its revenue 

requirement at a state level. It would be excessively expensive for PRTC to gather and prepare 

such information, particularly in light of the fact that the information would provide no 

discernible advantage in the Commission's evaluation of PRTC's Application. 

Accordingly, to the extent the Commission believes this section requires more 

information than PRTC has provided, PRTC seeks waiver of 807 KAR 5:001, Section 16(4)(h). 

807 KAR 5:001, Section 16(4)(i) 	Reconciliation of rate base and capital 
used to determine revenue requirements. 

PRTC's Application is filed for the purpose of implementing rates to secure the 

maximum amount of HCLS funding, and not because of a financial need to obtain more revenue 

from its customers. The new basic local rate was determined based on the rate floor set in the 

FCC's ICC/USF Order, and not determined based on the rate base and capital. This data is thus 

irrelevant to the proposed rate adjustment and will not aid the Commission in evaluating PRTC's 

Application. Accordingly, PRTC seeks waiver of 807 KAR 5:001, Section 16(4)(i). 
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807 KAR 5:001, Section 16(4)(n) Summary of latest depreciation study 
with schedules by major plan accounts, 
except that telecommunications utilities 
adopting the Commission's average 
depreciation rates shall provide a 
schedule identifying current and test 
period depreciation rates used by major 
plant accounts. 

PRTC's annual financial report for 2013, which covers the test period, is on file with the 

Commission. Because this information should be sufficient to allow the Commission to 

efficiently evaluate the Application, PRTC seeks waiver of 807 KAR 5:001, Section 16(4)(n). 

807 KAR 5:001, Section 16(4)(q) 
	

Annual report to shareholders, or 
members, and statistical supplements 
covering the two most recent years from 
the application filing date. 

PRTC has provided its independent auditor's opinion letter in Exhibit 8 of the 

Application. Furthermore, PRTC's annual financial report for 2013, which covers the test 

period, is on file with the Commission. Because this information should be sufficient to allow 

the Commission to efficiently evaluate the Application, PRTC seeks waiver of 807 KAR 5:001. 

Section 16(4)(q). 

807 KAR 5:001, Section 16(4)(r) 
	

Monthly managerial reports providing 
financial results for twelve months in 
test period. 

PRTC's annual financial report for 2013, which covers the test period, is on file with the 

Commission. Because this information should be sufficient to allow the Commission to 

efficiently evaluate the Application, PRTC seeks waiver of 807 KAR 5:001, Section 16(4)(r). 
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807 KAR 5:001, Section 16(5) 
	

Information related to pro forma 
adjustments. 

PRTC's Application does not include any pro forma adjustments. To the extent the 

Commission believes the requirements of this section apply to PRTC's Application, PRTC 

requests waiver of those requirements for the reasons set forth below. 

PRTC's Application is filed for the purpose of implementing rates to secure the 

maximum amount of HCLS funding, and not because of a financial need to obtain more revenue 

from its customers. The new basic local rate was determined based on the rate floor set in the 

FCC's ICC/USF Order, and not determined based on the rate base, capital, or any pro forma 

adjustments. 

Furthermore, because PRTC's proposed rate adjustment is simply a response to the 

regulatory pronouncement of the FCC, PRTC has not prepared the information required by this 

section. It would be excessively expensive for PRTC to gather and prepare the information, 

particularly in light of the fact that the information would provide no discernible advantage in the 

Commission's evaluation of PRTC's Application. 

Accordingly, PRTC respectfully requests waiver of 807 KAR 5:001, Section 16(5). 

ALTERNATIVE REQUEST FOR RELIEF 

PRTC is required to adjust its rates to comply with the FCC's 2014 rate floor effective 

December 1, 2014. Failure to comply with the rate floor or failure to meet the regulatory 

deadline could cause PRTC to lose significant federal subsidies that it has historically been 

allowed to provide service to the most costly, rural customers. That loss of federal funding could 

threaten the financial existence of PRTC, which has important obligations under federal and state 

law as a carrier of last resort. Moreover, the loss of such subsidies could portend even larger rate 

6 

7286327v3 



increases in the future, as PRTC would need to raise its rates dramatically to reflect the full, 

unsubsidized costs of providing service in high-cost rural areas. Accordingly, it is of paramount 

importance that PRTC's proposed rates are put into effect on December 1, 2014 as requested in 

the Application. 

In the event the Commission thinks it appropriate to deny any portion of PRTC's waiver 

request, PRTC respectfully requests that the Commission not treat any missing information as a 

deficiency pursuant to 807 KAR 5:001, Section 16(9). Instead, PRTC respectfully requests that 

the Commission (i) accept the Application for filing as of October 2, 2014, (ii) grant all waivers 

on a temporary basis in lieu of denying them, (iii) order that PRTC's proposed rates will be 

effective subject to refund (if necessary) on December 1, 2014, and (iv) if necessary, order PRTC 

to file any additional information the Commission believes it needs to fully consider the 

proposed rate change. 

CONCLUSION 

PRTC's requested waivers are consistent with the waivers granted by the Commission to 

other carriers in the 2013 Rate Floor Proceedings. Furthermore, in each case, PRTC does not 

prepare the requested reports or budgets or otherwise have the information readily available. In 

addition, in light of the unique circumstances of this proceeding and the limited value of the 

information for which PRTC seeks waiver, it would be excessively expensive for PRTC to 

gather the information and prepare the reports in the timeframe of this case. Accordingly, PRTC 

has demonstrated good cause and the Commission should grant the requested waivers. 
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Respectirtiked, 

-14 John E. S ent 
Edward . Dep 
DINSMO E & S OHL LLP 
101 Sout' Fifth treet 
Suite 2500 
Louisville, KY 40202 
Phone: 502.540.2300 
Fax: 502.585.2207 
Counsel to Peoples Rural Telephone 
Cooperative Corporation, Inc. 

CERTIFICATE OF SERVICE 

I certify that, on the date this Motion for Waiver of Certain Rate Application Filing 
Requirements was filed or served with the Kentucky Public Service Commission, a true and 
accurate copy of the foregoing was served by Federal Express or by hand delivery upon the 
persons listed below. 

Kentucky Attorney General 
Office of Rate Intervention 
700 Capitol Avenue, Suite 118 
Frankfort, Kentucky 40601-3449 

On this the 2n. ; : of October, 2014. 

irov 
vAitIA 

Counsel for eop7; IV ral Telephone 
Cooperativ Corpo 'tion, Inc. 
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COMMONWEALTH OF KENTUCKY RECEIVED 
BEFORE THE PUBLIC SERVICE COMMISSION 

OCT 0 2 2014 

In the Matter of: 

APPLICATION OF PEOPLES RURAL 
TELEPHONE COOPERATIVE CORPORATION, 
INC. FOR A GENERAL ADJUSTMENT IN RATES 

PUBLIC SERVICE 
COMMISSION 

) CASE NO. 2014-00305 

APPLICATION  

Applicant Peoples Rural Telephone Cooperative Corporation, Inc. ("PRTC"), by counsel, 

pursuant to KRS 278.180, 807 KAR 5:001, Sections 14 and 16, and 807 KAR 5:011, Section 6, 

files this application (the "Application") for authority to adjust its rates and charges for basic 

local exchange service and gives notice of its intention to increase the same rates and charges 

effective December 1, 2014. 

INTRODUCTION 

This Application for a rate increase is necessitated by an order from the Federal 

Communications Commission ("FCC") that fundamentally alters the cost structure of providing 

telecommunications services in high-cost rural areas, like those PRTC serves. See In the Matter 

of Connect America Fund et al., Report and Order and Further Notice of Proposed Rulemaking, 

FCC 11-161 (Nov 18, 2011) ("ICC/USF Order"). For decades prior to the ICC/USF Order, high-

cost carriers had received subsidies from the federal government's "Universal Service Fund" 

("USF"). Those USF subsidies were intended to fulfill the Federal Communications Act's 

requirement that "[c]onsumers in all regions of the Nation, including . . . those in rural, insular, 

and high cost areas, should have access to telecommunications and information services . . . that 

are available at rates that are reasonably comparable to rates charged for similar services in urban 

areas." 47 U.S.C. § 254(b)(3). The FCC found, however, that many rural consumers were 
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paying rates that were less than those paid by consumers in urban areas. ICC/USF Order at 

¶ 235. In consequence, the FCC's ICC/USF Order sets a rate floor equal to the national average 

of local rates plus state regulated fees. Id. at ¶ 238. The ICC/USF Order also "limit[s] high-cost 

support where local end-user rates plus state regulated fees" do not meet that national rate floor; 

those carriers' federal subsidies will be reduced "on a dollar-for-dollar basis . . . , to the extent 

that [the] carrier's local rates (plus state regulated fees) do not meet the urban rate floor." Id. at 

¶ 239. 

On June 10, 2014, the FCC altered the schedule for the imposition of rate floor penalties, 

effectively requiring carriers to ensure that their 2014 rate floor obligations are met no later than 

December 1, 2014. See In the Matter of Connect America Fund et al., Report and Order, 

Declaratory Ruling, Order, Memorandum Opinion and Order, Seventh Order on 

Reconsideration, and Further Notice of Proposed Rulemaking, FCC 14-54, Iflf 79-80. 

PRTC's proposed rate adjustment is thus necessary to preserve its ability to receive these 

USF subsidies that are important to its ability to provide telephone and information services in its 

high-cost rural service territory. Without a minimum rate sufficient to meet the FCC's new rate 

floor, high-cost carriers like PRTC will lose significant federal funding that has historically 

allowed these carriers to provide service to the most costly, rural customers. That loss of federal 

funding will threaten the financial existence of these rural carriers like PRTC, who have 

important obligations under federal and state law as carriers of last resort. Moreover, the loss of 

those subsidies would increase the pressure for PRTC to raise its rates even higher than the 

federal rate floor sought here because any loss of federal funds would lead to a need for PRTC to 

make up that revenue directly from its customer-members. 
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In support of its Application, PRTC states as follows: 

1. Pursuant to 807 KAR 5:001, Section 14(1): (i) the full name of the applicant is 

Peoples Rural Telephone Cooperative Corporation, Inc.; (ii) the mailing address of the applicant 

is 1080 Main Street South, P.O. Box 159, McKee, KY 40447-0159; and (iii) the electronic 

mailing address of the applicant is Keith.Gabbard@prtc.org. 

2. Pursuant to 807 KAR 5:001, Section 14(2), PRTC states that it is currently in 

good standing in the Commonwealth of Kentucky, where it is incorporated. A certified copy of 

PRTC's Articles of Incorporation and all amendments thereto is attached hereto as Exhibit 7. 

3. Pursuant to 807 KAR 5:001, Section 16(1)(b)(1), PRTC provides the following 

statement of the reason the adjustment is requested. Further details are provided in Exhibit 1 of 

this Application. 

a. PRTC is a rural incumbent local exchange carrier serving all of Owsley 

and Jackson Counties in eastern Kentucky (the "Service Territory"). PRTC was established in 

1950 as a not-for-profit, member-owned cooperative with the principal purpose of providing 

local telephone service to business and individual members within the exchanges of McKee, 

Annville, Booneville, and Sandgap. PRTC provides approximately 5,748 residential lines and 

1,028 business lines to its members. PRTC is an eligible telecommunications carrier ("ETC"), 

and it is also the carrier of last resort ("COLR") in the Service Territory. In 2013, PRTC 

received $2,518,050.00 from the High Cost Loop Support ("HCLS") Fund to support its COLR 

responsibilities in the Service Territory. 

b. This proceeding was motivated by an order of the FCC that implemented 

"a rule to limit high-cost support where end-user rates do not meet a specified local rate floor." 

See ICC/USF Order at ¶ 235. 
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c. 	Under the rule, local exchange carriers such as PRTC must meet a 

specified rate floor in each year in order to be eligible to receive the maximum possible amount 

of HCLS funding from the FCC. Failure to meet the rate floor by the deadline will result in a 

reduction in HCLS funding that the carrier could have otherwise received for that year. 

1CC/USF Order at IN 133, 238-40. Therefore, PRTC requires an adjustment of its rates to 

comply with the FCC's 2014 rate floor, thereby maintaining eligibility for the 2014 maximum 

amount of HCLS funding. 

4. The requirements of 807 KAR 5:001, Section 16(1)(b)(2), are inapplicable 

because PRTC does not operate under an assumed name pursuant to KRS 365.015. 

5. Pursuant to 807 KAR 5:001, Section 16(1)(b)(3), PRTC has attached its proposed 

tariff, in such form as is required by 807 KAR 5:011, as part of Exhibit 2. The proposed 

effective date of the proposed tariff is December 1, 2014, at least 30 days from the date the 

Application is filed. 

6. Pursuant to 807 KAR 5:001, Section 16(1)(b)(4), PRTC has attached as part of 

Exhibit 2 its present tariff using italicizing, underscoring, and strikethroughs to show proposed 

revisions. 

7. Pursuant to 807 KAR 5:001, Section 16(1)(b)(5), PRTC states that notice has 

been given in compliance with 807 KAR 5:001, Section 17, as described below: 

a. 	Pursuant to 807 KAR 5:001, Section 17(1), PRTC has posted at its place 

of business a copy of the Public Notice and will, within five days of the filing of the Application, 

post on its website a copy of the Public Notice and a hyperlink to the location on the website of 

the Public Service Commission of the Commonwealth of Kentucky (the "Commission") where 
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the case documents are available. A copy of the Public Notice is attached hereto as part of 

Exhibit 3. 

b. Pursuant to 807 KAR 5:001, Section 17(2), PRTC, which has more than 

twenty (20) customers and is not a sewage utility, has provided notice to its customers by 

including the notice with customer bills mailed no later than the date the Application is 

submitted to the Commission. A copy of the notice sent to customers is attached hereto as part 

of Exhibit 3. 

c. Pursuant to 807 KAR 5:001, Section 17(3), an affidavit verifying PRTC's 

provision of the required notice to its customers is attached hereto as part of Exhibit 3. 

d. Pursuant to 807 KAR 5:001, Section 17(4), PRTC states that the Public 

Notice attached to this Application as Exhibit 3 complies with all "Notice Content" requirements 

prescribed by regulation because it contains all of the following elements: 

i. The proposed effective date and the date the proposed rates are 

expected to be filed with the Commission; 

ii. The present rates and proposed rates for each customer 

classification to which the proposed rates will apply; 

iii. The amount of the change requested in both dollar amounts and 

percentage change for each customer classification to which the 

proposed rates will apply; 

iv. The effect upon the average bill for each customer classification 

for the proposed rate change in basic local service; 

v. A statement that a person may examine this Application at PRTC's 

offices; 
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vi. A statement that a person may examine this Application at the 

Commission's offices located at 211 Sower Boulevard, Frankfort, 

Kentucky, Monday through Friday, 8:00 a.m. to 4:30 p.m., or 

through the Commission's Web site at http://psc.ky.gov; 

vii. A statement that comments regarding the Application may be 

submitted to the Commission through its Web site or by mail to 

Public Service Commission, Post Office Box 615, Frankfort, 

Kentucky 40602; 

viii. A statement that the rates contained in the notice are the rates 

proposed by PRTC but that the Commission may order rates to be 

charged that differ from the proposed rates contained in the notice; 

ix. A statement that a person may submit a timely written request for 

intervention to the Public Service Commission, Post Office Box 

615, Frankfort, Kentucky 40602, establishing the grounds for the 

request including the status and interest of the party; and 

x. A statement that if the Commission does not receive a written 

request for intervention within thirty (30) days of initial 

publication or mailing of the notice, the Commission may take 

final action on the Application. 

8. The requirements of 807 KAR 5:001, Section 16(1)(b)(6), are inapplicable 

because PRTC is not a water district. 

9. Pursuant to 807 KAR 5:001, Section 16(2), PRTC states that it notified the 

Commission in writing of its intent to file the Application on August 28, 2014, at least thirty (30) 
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days but not more than sixty (60) days prior to filing the Application. A copy of the notice of 

intent is included as Exhibit 4 of this Application. Pursuant to 807 KAR 5:001, Section 16(2)(a), 

the notice of intent stated if the Application will be supported by a historical test period or a fully 

forecasted test period. Pursuant to 807 KAR 5:001, Section 16(2)(c), PRTC sent by electronic 

mail a .pdf copy of the notice of intent to the Attorney General's Office of Rate Intervention 

(rateintervention@ag.ky.gov)  upon filing it with the Commission. 

10. The provisions of 807 KAR 5:001, Section 16(3), are inapplicable because PRTC 

is not an electric utility. 

11. Pursuant to 807 KAR 5:001, Section 16(4)(a), a narrative summary of the 

particular circumstances that justify and support PRTC's Application, including a statement of 

the reason the adjustment is required, is attached hereto as Exhibit 1 and is incorporated herein 

by reference. Exhibit 1 is filed subject to a Petition for Confidential Treatment pursuant to 807 

KAR 5:001, Section 13, filed contemporaneously with this Application. 

12. As more fully explained in PRTC's Motion for Waiver of Certain Rate 

Application Requirements ("Motion for Waiver") filed contemporaneously with this Application, 

PRTC seeks waiver of 807 KAR 5:001, Section 16(4)(b), requiring the applicant's witnesses' 

prepared testimony. 

13. The requirements of 807 KAR 5:001, Section 16(4)(c), are inapplicable because 

PRTC has gross annual revenues in excess of $5,000,000.00. 

14. Pursuant to 807 KAR 5:001, Section 16(4)(d), PRTC estimates that the total 

amount of revenue increase resulting from the proposed rate adjustment will be $79,000.00. 

15. The requirements of 807 KAR 5:001, Section 16(4)(e), are inapplicable because 

PRTC is not an electric, gas, sewage, or water utility. 
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16. Pursuant to 807 KAR 5:001, Section 16(4)(f), PRTC states that the proposed rate 

adjustment will increase the average affected customer bill by $1.18. Additional details 

regarding the anticipated impact on affected customers are set forth in Exhibit 1. 

17. Pursuant to 807 KAR 5:001, Section 16(4)(g), PRTC states that because the 

FCC's rate floor requirements apply only to residential rates, only PRTC's Residential customer 

class will be affected by the proposed rate adjustment. PRTC's analysis of customers' bills and 

the corresponding revenue impact are provided in PRTC's responses to the requirements of 

Section 16(4)(d) and 16(4)(f), above. 

18. Pursuant to 807 KAR 5:001, Section 16(4)(h), PRTC states that its 2013 RUS 

operating report containing its TIER calculation, which assesses PRTC's actual revenue position 

compared to its required operating revenues, is attached as Exhibit 5. Exhibit 5 is filed subject to 

a Petition for Confidential Treatment pursuant to 807 KAR 5:001, Section 13, filed 

contemporaneously with this Application. To the extent the Commission believes this section 

imposes additional requirements relevant to this Application, PRTC respectfully seeks waiver of 

those requirements for the reasons set forth in its accompanying Motion for Waiver. 

19. As more fully explained in PRTC's Motion for Waiver, PRTC seeks waiver of 

807 KAR 5:001, Section 16(4)(i), requiring a reconciliation of the rate base and capital used to 

determine revenue requirements. 

20. Pursuant to 807 KAR 5:001, Section 16(4)(j), PRTC has attached a current chart 

of accounts as Exhibit 6. 

21. Pursuant to 807 KAR 5:001, Section 16(4)(k), PRTC has attached its independent 

auditor's annual opinion report hereto as Exhibit 8. The other requirements of this section are 
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inapplicable because PRTC's independent auditor has not indicated "the existence of a material 

weakness in [PRTC]'s internal controls." 

22. The requirements in 807 KAR 5:001, Section 16(4)(1), are inapplicable because 

PRTC has not been audited by the FCC. 

23. Pursuant to 807 KAR 5:001, Section 16(4)(m), PRTC states that its most recent 

PSC Form T is on file with the Commission. 

24. As more fully explained in PRTC's Motion for Waiver, PRTC seeks waiver of 

807 KAR 5:001, Section 16(4)(n), requiring a summary of the latest depreciation study. 

25. Pursuant to 807 KAR 5:001, Section 16(4)(o), requiring a schedule of detailed 

information regarding all software, programs, and models used to prepare the Application, PRTC 

states that it utilized no specialized software, program, or models, and relied on Microsoft Word 

and Microsoft Excel to prepare the Application and supporting exhibits. 

26. The requirements of 807 KAR 5:001, Section 16(4)(p), are inapplicable because 

PRTC has never made a stock or bond offering. 

27. The requirements of 807 KAR 5:001, Section 16(4)(q), are inapplicable because 

PRTC does not provide a formal annual report to its members. Instead, PRTC makes available 

its independent auditor's report (attached hereto as Exhibit 8) and invites its members to an 

annual meeting to discuss its operations. To the extent the Commission believes this section 

requires the provision of additional materials, PRTC seeks waiver of those requirements for the 

reasons set forth in its accompanying Motion for Waiver. 

28. As more fully explained in PRTC's Motion for Waiver, PRTC seeks waiver of 

807 KAR 5:001, Section 16(4)(r), requiring monthly managerial reports. 
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29. The requirements of 807 KAR 5:001, Section 16(4)(s), are inapplicable because 

PRTC is not required to file the U.S. Securities and Exchange Commission's Form 10-K, Form 

8-K, or Form 10-Q. 

30. The requirements of 807 KAR 5:001, Section 16(4)(t), are inapplicable because 

PRTC has not had any amounts charged or allocated to it by an affiliate or general or home 

office, and has not paid any monies to an affiliate or general or home office during the test period 

or during the previous three (3) calendar years. 

31. The requirements of 807 KAR 5:001, Section 16(4)(u), are inapplicable because 

PRTC is not an electric, gas, sewage, or water utility. 

32. The requirements of 807 KAR 5:001, Section 16(4)(v), are inapplicable because 

PRTC has fewer than 50,000 access lines. 

33. The requirements of 807 KAR 5:001, Section 16(5), are inapplicable because 

PRTC's Application does not include any pro forma adjustments. To the extent the Commission 

believes the requirements of this section apply to this Application, PRTC respectfully seeks 

waiver of those requirements for the reasons set forth in its accompanying Motion for Waiver. 

34. The requirements of 807 KAR 5:001, Section 16(6), are inapplicable because 

PRTC is not requesting a general adjustment in rates supported by a fully forecasted test period. 

35. The requirements of 807 KAR 5:001, Section 16(7), are inapplicable because 

PRTC is not requesting a general adjustment in rates supported by a fully forecasted test period. 

36. The requirements of 807 KAR 5:001, Section 16(8), are inapplicable because 

PRTC is not requesting a general adjustment in rates supported by a fully forecasted test period. 
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WHEREFORE, Peoples Rural Telephone Cooperative Corporation, Inc. respectfully 

requests that the Public Service Commission of the Commonwealth of Kentucky enter a final 

order approving PRTC's proposed revisions to the applicable tariffs and grant all other relief to 

which it is entitled. 

Respeotf it& submitted, 

40341  

John 
ge

t 
Ed and . Depp 
Di SMO' & SHOHL LLP 
101 Sout Fifth Street 
Suit. 250 
Louisv e, KY 40202 
Phone: (502) 540-2300 
Fax: (502) 585-2207 
Counsel to Peoples Rural Telephone 
Cooperative Corporation, Inc. 

CERTIFICATE OF SERVICE 

I certify that, on the date this Application was filed with the Kentucky Public Service 
Commission, a true and accurate copy of the foregoing was served by Federal Express or by 
hand delivery upon the persons listed below. 

Kentucky Attorney General 
Office of Rate Intervention 
700 Capitol Avenue, Suite 118 
Frankfort, Kentucky 40601-3449 

On this t 	of October, 2014. 

1:41 VIA 
Counsel for e747411  ural Telephone Cooperative 
Corporatio , Inc. 
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Peoples Rural Telephone Coop. Corp., Inc. 	REDACTED 	Exhibit 1 
Case 2014-00305 

Description and Reason for Filing 

With this filing, Peoples Rural Telephone Coop. Corp., Inc. ("PRTC") proposes to 

increase its basic residential local service rates by $2.00, to $16.00 per month and to offset this 

increase to its members with a reduction in feature rates and service upgrades for broadband. 

This filing is in response to the November 18, 2011 order by the Federal Communications 

Commission that mandates minimum local residential service rate levels as a condition of 

continue receipt of certain federal universal service supports. In that Order' (the so-called 

"Transformation Order") the FCC required that local exchange rates be set at or above a rate 

floor of $10, as of June 1, 2012; $14 as of June 1, 2013, and an "urban rate" — at that time 

undefined — on or before June 1, 2014 ("2014 rate floor".) The Transformation Order mandated 

that Companies with rate levels below the applicable rate floor be penalized with a dollar for 

dollar reduction in federal high cost loop support ("HCLS"). 

On March 20, 2014 the FCC released the results of its controversial urban rate floor 

survey2 that established the 2014 rate floor of $20.46; if implemented, this floor would became 

the basis on which HCLS recipients below the floor would be subject to the loss of funding as 

required by the FCC's Transformation Order. On June 20, 2014 the FCC issued an Order on 

Reconsideration3  that modified the proposed 2014 urban rate floor to allow for a phase-in of the 

mandated residential rate floor. Under its revised implementation schedule, companies were 

given the option to implement the rates over a 4-year period: 

Therefore, we waive the application of section 54.318(b) for lines reported July 1, 
2014, with a rate of $14 or above. Commencing January 2, 2015 (reflecting rates 

In the Matter of Connect America Fund et al., Report and Order and Further Notice of Proposed Rulemaking, FCC 
11-161 (Nov 18, 2011) 
2  Wireline Competition Bureau Announces Results of Urban Rate Survey for Voice Services; Seeks Comment on 
Petition for Extension of Time to Comply with New Rate Floor, Public Notice, DA 14-384, Released March 20, 2014 
3  Report and Order, Declaratory Ruling, Order, Memorandum Opinion And Order, Seventh Order On 
Reconsideration, and Further Notice of Proposed Rulemaking, FCC 14-54 (June 10, 2014) 
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as of December 1, 2014), and thereafter, through June 30, 2016, we waive section 
54.318(b) to the extent reported lines are greater than or equal to $16. For the 
period between July 1, 2016, and June 30, 2017, we waive section 54.318(b) to 
the extent reported rates are greater than or equal to $18, or the 2016 rate floor, 
whichever is lower. For the period between July 1, 2017, and June 30, 2018, we 
waive section 54.318(b) to the extent reported rates are greater than or equal to 
$20, or the 2017 rate floor, whichever is lower.4  

Proposed Revisions and Customer Impact 

With this filing, PRTC's basic residential rates are proposed to rise to $16.00. No change 

is proposed to the Company's basic business services which are outside the rate floor 

requirement of the FCC's Transformation Order but are above the $16.00 rate floor, in any case. 

Until the FCC $16 rate floor, PRTC's rates have been above the applicable residential rate floor 

allowing the Company to avoid any FCC-mandated rate increases. PRTC proposes to mitigate 

the impact of this increase to its customers through offsetting rate reductions and increased 

broadband speeds, as discussed below. When measured in regulated monthly costs, the 

Company anticipates that its average residential subscriber will have a 2% increase in monthly 

charges.6  

Like most companies, the majority of PRTC's residential subscribers also purchase Caller 

Number and / or Caller Name and Number service, with Caller Name being by far the more 

popular feature. For residential subscribers, PRTC's service rates for these features are $4.00 

and $6.00 respectively. With this filing, PRTC is eliminating residential Caller Number service 

and upgrading all "number only" subscribers to Caller Name service. In doing so, the company 

will also reduce its residential Caller Name service by $2, to $4. As shown in confidential 

4  Ibid., para. 80 
5  PRTC's tariff reflects rotary service currently at $12 per line, below the current $14 floor. The Company has no 
customers on that grandfathered rate and accordingly is removing that option from its tariff as no longer applicable. 
6  Reflects average residential invoice. 
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Attachment C of this Exhibit, doing so reduces the overall impact to its average residential 

subscriber to $1.18 per month or slightly less than 2% of the average residential customer's bill.' 

In addition, PRTC recognizes that its HCL support allows it an opportunity to provide its 

members with fiber-based advanced broadband services. Concurrent with the implementation of 

its rate increase, the Company has committed to its members to increase residential broadband 

speeds or a reduction in services prices, as shown below: 

Current 
Download 

Speed 
Revised 

Download Speed Increase 

1.5M 6M 400% 

6M 15M 250% 

10M 25M 250% 

20M 25M 125% 

50M * 50M n/a 

100M * 100M n/a 

* Residential subscribers to these tiers will see substantial reductions in rates: 

• 50M is reduced from $149.95 to $75.95 
• 100M is $245.95 reduced to $95.95. 

PRTC is not including in its financial justification for this filing neither the increase costs 

of supporting higher bandwidth speeds nor the reduction in revenues associated with price 

reductions. Its decision to improve the speed of its broadband and reduce prices charged to the 

highest tiers is separate from the cost justification of its local rate increase and is reflective of the 

Company's role as both a member-owned cooperative and a contributor to the overall economic 

health of its service area. 

7 PRTC proposes to eliminate the "Caller Number" only option for its business customers for ease of administration 
of its ordering and is grandfathering its Caller Number service to its existing handful of business subscribers to that 
product. 

3 



Peoples Rural Telephone Coop. Corp., Inc. 	REDACTED 	 Exhibit 1 
Case 2014-00305 

Company information 

The full name and address the Company is Peoples Rural Telephone Coop. Corp., Inc., 

1080 Main Street South / P.O. Box 159, McKee, KY 40447-0159. PRTC was established in 

1950 as a member owned cooperative to provide local telephone service to business and 

individual members within the exchanges of McKee, Annville, Booneville, and Sandgap. PRTC 

is a rural incumbent local exchange carrier serving all of Owsley and Jackson Counties in eastern 

Kentucky. Per its 2013 PSC Report, PRTC provided 5,748 residential lines and 1,028 business 

lines to its members. 

PRTC is an eligible telecommunications carrier ("ETC") in the communities it 

serves and is also the carrier of last resort ("COLR") in its service area. In 2013, PRTC received 

$2,518,050 from the High Cost Loop Support ("HCLS") Fund to support its COLR 

responsibilities in its service territory, and anticipates receiving $2.9M in calendar year 2014. As 

a high cost company, all HCLS revenues are crucial for the Company to continue to meet its 

COLR responsibilities and to bring advanced services to the communities it serves. 

A schedule of the Company's quarterly high cost support is provided in Attachment A of 

this exhibit. Historic access line counts as reported the National Exchange Carrier Association, 

are provided in Attachment B. 

Financial Support for Filing 

While the PRTC anticipates that some of its increase in local service revenues will be 

directly offset by reductions in its Caller Name feature, the increase in rates is driven by two 

factors: first, the offset of HCLS support mandated by the FCC's Order requires that the 

Company does so; and, second, FCC directed reductions in access charges have capped and 
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Subscribers Current Rate FCC Floor At Risk 
Residential 
Based on year end 2012 $ 	14.00 $ 	16.00 $ 137,952 5,748 

Annual HCLS (See Attachment 1 of this Exhibit) 	 $2,865,630 

Support at risk absent a rate increase 	 4.8% 
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Case 2014-00305 

reduced access compensation available to the Company, putting pressure on the Company to 

raise local service rates. 

Companies who fail to meet the 2014 rate floor will experience a dollar for dollar 

reduction in HCLS beginning in January, 2015. As shown below, PRTC is seeking to increase 

its local exchange rates by $2.00 but by doing so will retain approximately 4.8% of its total 

HCLS support, or $138K per year. 

Included in the FCC's Transformation Order is a requirement that carriers cap and reduce 

not only their reciprocal, state and interstate inter-carrier compensation rates but also the 

revenues the Company was allowed to collect. Under the formula specified in the 

Transformation Order, the FCC capped allowed terminating access revenues from inter-carrier 

compensation at fiscal year 20118  collected levels and established a phase down of those allowed 

amounts over the subsequent 5 years. With this change, PRTC cannot collect more than its 

current capped revenue amount net 5% each year. As shown in the step down of Eligible State 

Access Recovery, the cumulative FCC-mandated reduction in its state access revenue recovery is 

through the fiscal period ending June, 2015. 

s  October I, 2010 through September 30, 2011. 
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As shown in Attachment C of this Exhibit, based on a one-month sample, PRTC shows 

the monthly revenue gain of its proposed rate revisions to be $1.18 per average subscriber. 

Using its current residential line count and without including any adjustments for line losses, this 

is a $79K 12-month annualized increase. Accordingly, the revenue gain of PRTC's proposed 

local service rate increase is significantly less than the cumulative reduction imposed by the 

FCC's cap of Eligible State Access. 

Summary 

The FCC's Order continues to dramatically change the revenue sources historically 

available to rural telephone companies like PRTC to use in meeting their COLR obligation and 

to expand the availability of advanced broadband services to their customers. Unfortunately, for 

many of these companies, doing so requires upward pressure on local service rates. As shown in 

this documentation, PRTC has no other options available to it and requests that its tariff revisions 

be approved. 
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