
109 Bagby Park 0 Grayson, KY 41143-1292 
Telephone 606-474-5 136 0 1-800-562-3532 * Fax 606-474-5862 

November 8,201 0 

Mi. JeE Derouen, Executive Director 
Public Service Commission of Kentucky 
21 1 Sower Boulevard 
PO Box 615 
Frankfort, Kentucky 40602 

Re: Application for “Certificate of Convenience and Necessity” 

Dear Mi. Derouen: 

Enclosed is one (1) original and ten (10) copies of the Application of Grayson Rural 

Electric Cooperative Corporation for a certificate of convenience and necessity pursuant 

to KRS 278.020 and 807 KAR 5:OOl Section 9 and related sections, authorizing certain 

proposed construction. Three (3) copies of the 2009-2012 work plan with system maps 

are furnished with this filing. 

Respectfully sub Qd, 

arol H. Fraley, President & CEO 

Grayson Rural Electric Cooperative 

A Touchstone Energy*Cooperative - 



THE APPLICATION OF GRAYSON RURAL ELECTRIC 

COOPERATIVE CORPORATION FOR A CERTIFICATE 

OF CONVENIENCE AND NECESSITY PURSUANT TO 

KRS 278.020 AND 807 KAR 5:OOl SECTION 9 AND RELATED 

SECTIONS AUTHORIZING CERTAIN PROPOSED 

CONSTRUCTION 

In support of its application, entitled above, Grayson Rural Electric Cooperative 

Corporation (hereafler called “Grayson”), respectfully states: 

I. 

Grayson proposes to construct property for the following purposes: 

e Distribution lines to serve 1,600 new consumers; 

e 42.55 miles of conductor upgrading and replacement; 

e, Miscellaneous distribution equipment and pole changes. This includes voltage 

regulators, capacitors, sectionalizing equipment, meters, transformers, and 

increased service capacity upgrades; 

e Security lights, and; 

e Line relocations. 

No franchise or permits from any public authority are required for the proposed new 

construction and extensions. 

, 



n. 
( 

The full name and post office address of the Applicant is as follows: 

Grayson Rural Electric Cooperative Corporation 

109 Bagby Park 

Grayson, Kentucky 4 1 143 

III. 

The Applicant, Grayson, is an electric cooperative corporation duly organized and 

existing under Chapter 279 of the Kentucky revised Statutes with authority to do all acts 

hereinafter stated as done or proposed to be done. 

A certified copy of the Articles of Incorporation of Grayson has heretofore been 

filed with this Commission in Case No. 2008-00254, and reference is respectfully made 

thereto. 

w. 
Grayson, as of September 30, 2010, distributes electric energy to some 15,700 

consumers in the Kentucky counties of Carter, Elliott, Greenup, Lawrence, Lewis, and 

Rowan. 

V. 

Grayson’s property consists of approximately 2,471 miles of electric distribution 

lines and other property necessary and incidental to the operations of its system in the 

foregoing counties. The original cost of the Applicant’s property as of September 30, 

2010, is as follows: 

Total Utility Plant $60,439,834 

Applicant files herewith the following financial statement: 

A. No amount or kinds of stock are authorized. 

B. No amount or kinds of stock are issued or outstanding. 

C. No preferred stock has been issued or outstanding. 



D. 

E. 

F. 

G. 

H. 

Exhibit 1 lists the outstanding notes and mortgages that have been 

executed by Grayson as Mortgagor and delivered to the United States of 

America, and the National Rural Utilities Cooperative Finance 

Corporation, as Mortgages as of the date of this application. The balance 

outstanding, as of September 30,2010. 

No bonds are authorized or issued. 

Grayson has not other indebtedness, except current liabilities which accrue 

in the ordinary course of business and which are unsecured. 

No dividends have been paid during the 5 previous fiscal years. 

One-hundred percent (100Y0) of the financing of this work plan will be 

with the United States Rural Utilities Services (RUS). Pursuant to KRS 

278.300( 10) the Commission’s approval of evidences of indebtedness in 

connection with this loan will not be required. 

VI. 
It is estimated that the new construction and extension will not compete with any 

public utility, corporations, or person. 

VII. 

Estimated costs of operation after the facilities are completed would not change 

materially from operating costs shown on our September 30, 2010, Statement of 

Operations included in this filing as Exhibit 11, as required by 807 KAR 5:001, Section 

9(2)(f). 
A copy of the following items are attached herewith and made a part hereof: 

1. The 2009-2012 three-year work plan maps. Three sets are required under 

807 KAR 5:001, Section 9(2)(d). 

Board of Directors Resolution adopting same as a course of action. 

Statement of Operations for the 12 months ending September 30,2010. 

2. 

3. 

The attached Exhibit List and Exhibits are hereby incorporated by references in 

this application and made a part hereof. 



SVQREFO~:. the Auplicant. Grayson Rural Electric Cooperative Corporation aslcs that 

5 s  Public Service Commission of Kentixlw make its order issuing a certificate of 

convenience and necessity as requested herein, and for such other relief as the 

Commission may deem appropriate as to which Grayson may appear entitled. 



VERPFICATION 

The undersigned, Carol H. Fraley, being duly sworn that she is the President an6 

CEO of Grayson Rural Electric Cooperative Corporation; that she has the personal 

knowledge of the matters set forth in the foregoing application; and that the statements 

contained therein are true and correct to the best of her knowledge, information, and 

belief. 

Carol H. Fraley, President & CEO 

State of Kentucky 

County of Carter 

Subscribed, sworn to, and acknowledged before me by CAROL H. FRALEY this 

s%h dayof AJOV ember 2OIO 

My commission expires - 9 - 2 011 

\J a, 
Notary Public, State of Kentucky at Large 

(Seal] 



Number 

I 

I1 

I11 

Is 

Binders 

EXHIBIT LIST 

Description 

List of loans outstanding as of September 30,2010 

September 30,2010, Statement of Operations 

Balance Sheet as of September 30,2010 

Resolution of the Board of Directors adopting the 2009-2012 

Three Year Work Plan as the course of action. 

2009-2012 Three Year Work Plan with system maps and voltage 

drop studies. Three copies are included with this application. 



. .- 
I. 

Exhibit I
 

- 
Page 1 of 

2 
Witness: Don M. 

Combs 



Exhibit I 
Page 2 of 2 
Witness: Don M. 

Combs 



Grayson Rural Electric 
2s:ment of Operations 
12 months ending September 30,2010 

Operating Revenue 

Operating Expenses 
Cost of Power 
Distribution Operations 
Ljistribution Maintenance 
Consumer Accounts 
Consumer Service 
Sales 
Administrative and General 

Depreciation and Amortization 

interest on Long Term Debt 
Other interest Expense 
Other Deductions 

- aiies - Cjtner 

U t i t i i  Operating Margins 

Nonoperating margins, interest 
Nonoperating margins, other 

Patronage Capital 
G & T  
Others 

Net Margins 

s 29.997.639 

18,407,966 
1,057 , 967 
2,443 , 112 
833,908 
217,875 
29,694 

1,667,192 
24,657,714 

2,695,918 
28,925 

1,175,850 
71,982 
196,930 

28,827,319 

1,170,320 

29,755 
3,996 
33,751 

825,375 
69.966 
895,341 

$ 2,099,412 

Exhibit I I  
Page l.of 1 

Witness: Don M. Combs 
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Exhibit IV 
Page 1 of 2 
Witness Don M Combs 

SECRETARY’S CERTIFICATE 

I, Eddie Martin, do hereby certify that: I am the secretary of Grayson Rural Electric Cooperative 
Corporation (hereinafter called the “Corporation”), the following are true and coyect copies of resolutions duly 
adopted by the Board of Directors of the Corporation at the regular.meeting held February 26, 2010, and entered 
in the minute book of the Corporation; the meeting was duly and regularly called and held in accordance with the 
bylaws of the Corporation; the attached forms of RUS Loan Contract, FFB Note, Reimbursement Note and 
security instrument@) are true and exact copies of the forms thereof authorized and approved by the Board of 
Directors to be executed, and none of the following resolutions have been rescinded or modified 

RESOLUTIONS 

1. RESOLVED, that the Corporation borrow from the Federal Financing 
Bank (“FFB”) an amount not to exceed $16,438,000.00, to be guaranteed by the United 
States of America (the ‘LGovemment’), acting through the Administrator of the Rural 
Utilities Service (“RUS”); and 

2. RESOLVED, that the corporation accept the terms and conditions which 
the Administrator of RUS has established for obtaining its guarantee of the FFB loan, 
as such terms and conditions are set forth; and 

3. RESOLVED, that the Chairman is authorized on behalf of the Corporation 
to execute and deliver under its corporate seal, which the secretary is directed to a f f i  

as many counterparts respectively as shall be deemed advisable of an 
agreement with the Government, in the form of the RUS Loan 
Contract submitted to this meeting; and 

a note payable to FFB and guaranteed by RUS in the principal amount 
of $16,438,000.00, substantially in the form of the FFB note submitted 
to this meeting; and 

the note payable to the Government, acting through the Administrator 
of RUS, substantially in the form of the Reimbursement Note 
submitted to this meeting; and 

as many counterparts as shall be deemed advisable of a Supplemental 
Mortgage by and among the Corporation, the Government and National 
Rural Utilities Cooperative Finance Corporation, which, among other 
things, pledges all of the Corporation’s property to secure notes payable 
to the Government in the aggregate principal amount not to exceed 
$100,000,000.00 at any one time, and a fmancing statement, substantially 
in the form of the security instruments presented to this meeting; and 

4. RESOLVED, that the officers of the Corporation be, and each of them is 
authorized in the name and on behalf of the Corporation, to execute all such instruments, 
make all such payments and do all such other acts as in the opinion of the officer or 
officers acting may be necessary or appropriate in order to carry out the purposes and 
intent of the foregoing resolutions; and 

S.RESOLVED, that the Chairman, Vice Chairman, Secretary/Treasurer , and any 
officials authorized to act in such corporate positions and to perform the fimctions of 
such positions are authorized on behalf of the Borrower (a) to execute and deliver from 
time to time advance requests, maturity extension election notices, prepayment election 
notices and refmancing election notices, in the form of such instruments attached to the 
note payable to FFB, and (b) to specify information and select options as provided in such 
instruments. - 



Exhibit  I V  
Page 2 of 2 
Witness Don M Combs 

I FURTHER CERTIFY THAT each member of the Board of Directors of the corporation was 
furnished with notice of said meeting in compliance with the bylaws of the Corporation. 

I FURTHER CERTIFY THAT the date of actual execution of the documents referred to 
above is February 26,2010. 

I FURTHER CERTIFY THAT the following are the names and signatures, respectively, of 
the officers of the Corporation identified below who validly held and occupied their respective positions 
on said date of actual execution of the documents. 

-- __ -_ - 

Office Name Signature 

Chairman Roger Trent 

Vice Chairman Donnie Crum 

Secretary Eddie Martin 

Treasurer Eddie Martin 

IN WIT SS WHEREOF I have hereunto set my hand and affixed the seal of the 
Corporation this +h day of February, 2010. 

(Corporate Seal) 




