29

30

31

32

33

COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE ELECTRONIC APPLICATION OF

KENERGY CORP. FOR A CERTIFICATE

OF PUBLIC CONVENIENCE AND NECESSITY

FOR THE CONSTRUCTION OF A HIGH-SPEED
FIBER NETWORK AND FOR APPROVAL OF THE
LEASING OF THE NETWORK’S EXCESS CAPACITY
TO AN AFFILIATE TO BE ENGAGED IN THE
PROVISION OF BROADBAND SERVICE TO
UNSERVED AND UNDERSERVED HOUSEHOLDS
AND BUSINESSES OF THE COMMONWEALTH

2021-00365

S v ae m a Sue’ e? w? Sr?

REBUTTAL TESTIMONY OF JEFF HOHN

Please state your name, business address and position with Kenergy.

Jeff Hohn, 6402 Old Corydon Road, Henderson, Kentucky 42420. I am CEO.

Will the requested CPCN fulfill a short term need for Kenergy?

Yes. Kenergy’s application seeks permission to construct a smart grid fiber network.
Kenergy will use the smart grid network to replace its existing intra-system
microwave communications equipment. Kenergy has 49 substations that
communicate via microwave radio frequency to Kenergy’s main control facility.
The existing microwave system has a book value of $208,393 and depreciates fully

in 2.5 years. The existing microwave equipment system contains a significant
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portion of Alcatel equipment that is no longer supported. Further, increased use of
the existing radio frequency airwaves places this system in the category of a “limited

natural resource.”!

Having a fiber ring smart grid in place will allow Kenergy to
tie each substation to central control with faster, more secure, supportable and
modern communications equipment. The cost of maintenance on the existing
microwave system is approximately $104,000.00 per year, excluding future costs to
replace the obsolete Alcatel equipment. Thus, the near term need for the smart grid

is to replace and modernize intra-system communications with a more secure

system.?

What is the significance of the Alcatel equipment no longer being supported?

Nearly half of Kenergy’s existing microwave communications system is comprised
of Alcate]l MDR 8000 series radios. Alcatel has stopped manufacturing these radios
and also no longer provides technical support for these radios. The significance of
this decision by Alcatel is that Kenergy will be forced to incur costs to replace the
existing radios to ensure that its existing microwave communications system is safe

and reliable for the remaining 2.5 years of its useful life.

1

Application at 4, nd (citations omitted), available at:  https://psc.ky.gov/pscecf/2021-

00365/chopgoodeddkgnlaw,com/09102021014835/Application_-_Public_9-10-21.pdf.

2 7d at3-4,n.3.
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Other than incurring additional, unforeseen costs to maintain the existing
communications system, does Kenergy foresee any other issnes with replacing
the current Alcatel radios for continued use of a microwave communications

system?

Yes. The current Alcatel radios operate in the 6 GHz frequency, The 6 GHz
frequency band was recently reallocated by the FCC for WiFi and other unlicensed
applications. This frequency reallocation greatly increases the risk of radio signal
interference to incumbent users of the 6 GHz frequency, like Kenergy. Recognizing
the problems associated with this reallocation, the Utility Telecom Council, AT&T,
NRECA, APPA, and other telecommunications organizations sought to overturn the
FCC’s decision to reallocate the 6 GHz frequency for WiFi applications. These
attempts have been unsuccessful, and WiFi companies are beginning the process of
deploying their applications in the 6 GHz frequency. Thus, while Kenergy’s
microwave communications system has historically provided a reliable option for
communications, Kenergy anticipates that the reliability of its current system will
dramatically decrease due to the FCC’s decision to allow other users in the 6 GHz
frequency. Accordingly, in the short term, implementation of a smart grid fiber
communications system will allow Kenergy to avoid incurring the costs associated
with replacing nearly half of its current radios to operate in a frequency range that

is expected to see decreasing congestion and reliability.
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Will the requested CPCN fulfill intermediate term needs for Kenergy?

Yes. Kenergy’s existing automated meters have approximately eight years
remaining on their projected useful life. It will take a minimum of four years to
construct the smart grid. Once the smart grid is constructed, Kenergy will be in a
position in the intermediate term to replace the existing meters with meters
compatible with fiber communications. This will allow Kenergy to take advantage
of developing technologies made available by a fiber communications network,
including the ability to provide the most up to date demand-side management

programs to its member-owners.

What are the developing technologies that Kenergy anticipates will become
available in the intermediate term?

In addition to controlling the intra-system communications from substations, the
great benefit of a smart grid is two-way communication with the member’s meter.
The existing automated meters transmit information from the member to Kenergy.
A smart grid will allow Kenergy to transmit information back to the member. At the
present time, there are two trending items enabled by two-way communication.
Distributed energy such as home solar or wind will be more manageable with two-
way communications. Electric vehicle charging will also be more manageable with

two-way communications. Also, a two-way communications system enables
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functionalities associated with facilitating member management of usage during
off-peak hours and generally improving member understanding of usage patterns.
Such technologies have been favorably received by other cooperatives around the
country, as these functionalities help improve member relations. As this
technology develops, it can also help enable the possibility of time-of-use variable
rates that will allow members to manage their electric bill by timing usage to
coincide with off-peak rates.

Will the requested CPCN fulfill Kenergy’s long-term needs?

Absolutely. Based upon research, studies, and anticipated technological
advancements associated with a fiber backbone, it is reasonable to expect that most
electric utilities will eventually transition to a fiber based communications network
for both intra-system communications needs and for two-way communications with
users of electricity. In 2018, NRECA and NRTC jointly published a report on the
use of a fiber backbone communication system titled, The Value of a Broadband
Backbone for America’s Electric Cooperatives, a Benefit Assessment Study
(hereinafter the “Benefit Assessment Study”™), which outlined and quantified “the

benefits of a broadband backbone for electric cooperative operations.”

What are the expected benefits of a broadband backbone to Kenergy’s

3 Exhibit A, The Value of a Broadband Backbone for America’s Electric Cooperatives, A Benefit Assessment Study,

at§ 1.1,
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provision of safe, reliable, and low-cost electric service?

The benefits are numerous and far-reaching, and the technological advancements
associated with a broadband backbone will provide Kenergy with the best methods
possible for ensuring that it continues to provide safe, reliable, low-cost electric
service. As the Benefit Assessment Study determined:
To guarantee the performance of all aspects of a network, a fiber backhaul
system is typically the best option. Fiber offers the most secure, most reliable,
highest-throughput, and lowest-latency wired communications option for
cooperative network connections. In addition, fiber provides the opportunity
to connect the grid reliably with enough capacity for both current and future
use cases.*
The Benefit Assessment Study evaluated the capabilities a fiber backbone could
provide to “[distribution automation], AMI, volt/VAR optimization, demand
management, outage reduction, asset management, [distributed energy resources],
replacement of existing telecommunications carrier costs, and new revenue from
leasing dark fiber.”* The Benefit Assessment Study estimated that the monetary
value of a fully implemented broadband backbone to an electric cooperative roughly

the size of Kenergy (50,000 members) would range from $10 to $16.6 million

annually.

t1d at§ 1.3,
5 id at§ 1.4.

6 1d.
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The Benefit Assessment Study further noted that the “value of a broadband
backbone” partly depends “on the cost avoidance” associated with its
implementation. As was detailed above, Kenergy’s entire microwave
communications system is near its end of useful life, and approximately half of
Kenergy’s radios are currently no longer supported. Simply put, the time to
maximize Kenergy’s investment in a broadband backbone is now. Construction of
a fiber backbone now will allow Kenergy to avoid the costs associated with updating
a communications system that is expected to see near- and intermediate-term
decreases in reliability and that does not make available the latest technologies made

possible by a broadband backbone.

Does Kenergy expect that the proposed smart grid infrastructure will continue

to serve Kenergy’s electric utility needs in the future?

Yes. The Bernefit Assessment Study noted that while many of the current smart grid
applications can be provided with relatively low bandwidth, these applications “will
continue to advance and require additional bandwidth in the future.” Thus,
Kenergy’s proposed smart grid construction is expected to serve Kenergy’s long-
term electric utility needs by allowing Kenergy the necessary bandwidth to continue
providing advanced smart grid solutions as they develop. Further, most fiber strands
have an expected useful life of approximately 30 years (which is longer than the 20

year useful life of radio equipment used in providing the microwave radio
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communications system’), providing Kenergy a long-term solution for safe, reliable
intra-system communications while also enabling possibility of two-way

communication between Kenergy and its members.

In September 2021, the CFC and NRTC published the “Rural Electric Cooperative
Smart Grid Benchmarking Report,” which detailed the additional value to a
cooperative and its members that can be provided through use of a smart grid,
including applications in metering, reliability and outage management, distributed
energy resources integration, load management, asset management, and power
quality. ® The report noted that most cooperatives fully implementing these
applications, including asset management applications, have deployed a fiber
broadband network to fully enable the use of smart grid applications.” Indeed, “most
smart grid applications need communications networks to operate,” which are

typically implemented using both fiber optic and wireless assets.'®

7 The microwave towers are depreciable over 36 years, but the equipment utilized to actually transmit the microwave
communications only have a 20 year useful life, with only 2.5 years remaining on Kenergy’s current system,

¥ “Rural Electric Cooperative Smart Grid Benchmarking Report, Creating value with smart grid applications,”
NRTC/CFC, September 2021, available ai: https://www.nrtc.coop/white-
paper/REC Smart_Grid_Benchmarking_Report.pdf.

® Id. at Slide 10.

1 Jd at Slide 17.
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Q11.

Are there any other benefits to Kenergy’s member-owners by choosing to
deploy a smart grid fiber network at this time?

Yes. Not only will Kenergy avoid the cost of continuing to invest in a microwave
communications system that is expected to become obsolete in the medium- to long-
term, the relief requested by Kenergy in this proceeding is expected to provide the
benefits of a smart grid fiber communications network at a cost of $0.00 to
Kenergy’s member-owners.

How is it possible that Kenergy anticipates constructing a smart grid fiher

backbone communications network at no cost to Kenergy’s member-owners?

By leveraging the opportunities created by KRS 278.5464, which authorized a
distribution electric cooperative like Kenergy to form an affiliate engaged
exclusively in the provision of broadband service, Kenergy will lease excess fiber
to its affiliate, Kenect, which was formed to provide broadband service. Kenect has
entered into a sublease with Conexon Connect, LLC, which will allow the entirety
of the cost of the construction to be recovered through lease payments from
Conexon Connect. Thus, not only will Kenergy avoid the costs associated with
updating its current microwave communications system, implementation of a smart
grid fiber backbone communications system at this time will allow Kenergy to
leverage the opportunities created by KRS 278.5464 to update its aging intra-system
communications system with more advanced, safe, and more reliable technology,

all with no expected costs to Kenergy’s members.
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Q12. How will the construction of the smart grid fiber backbone initially be

Q13.

financed?

Kenergy has been approved for a loan from RUS to finance the entirety of the
construction costs. (Exhibiti B hereto). As noted above, through the lease and
sublease, Conexon Connect’s lease payments have been designed to cover the
entirety of Kenergy’s debt service on the loan from RUS. Moreover, Conexon
Connect has been awarded Rural Digital Opportunity Funds (“RDOF’*), which will
be applied to the construction costs, assuming Kenergy’s application for a CPCN is
approved. This will decrease the amount of funds Kenergy will be required to
borrow from RUS. Finally, if approved, Kenergy, Kenect and/or Conexon Connect
will also seek any available state funding for construction of fiber optic networks,

which could further decrease the amount of borrowing necessary for this project.

Has RUS made similar loans to other electric cooperatives across the country?
Yes. RUS has supported and is supporting hundreds of similar projects throughout
rural America. For this reason, Kenergy’s loan application was approved quickly
and without controversy. Kenergy is unaware of any smart grid project that has
failed and shifted unexpected costs to an electric utility or its member-owners,

including those successful projects planned and implemented by Conexon.

10
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Are there any additional benefits of a smart grid fiber network to Kenergy’s

member-owners?

Yes. In addition to the benefits that will be provided by Kenergy’s use of a fiber
backbone communications system in the provision of electric service, Kenect’s
sublease to Conexon Connect will allow the vast majority of Kenergy’s member-

owners the opportunity to have broadband access for the first time.

This will further the will of the General Assembly in implementing KRS 278.5464,
and it will further Governor Beshear’s “Build Better Kentucky” initiative. Most
importantly, it will provide Kenergy’s member-owners access to educational,

economic, and telehealth opportunities of which they have been deprived for years.

Does Kenergy anticipate that Kenect will provide broadband services to all
individuals requesting that service, even if some may already have broadband

access?

Yes. Like all other broadband providers who are free from conditions or restraints
in the provision of broadband service under both state and federal law, it is
anticipated that Kenect will provide broadband service to all who request such
services within Kenergy’s service area. While the interpretation of the plain

language of KRS 278.5464 is a legal matter, Kenergy strongly disagrees with the

11
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statutory interpretation put forth in the testimony of Jason Keller, a Charter
employee, who advances a statutory interpretation that would have the effect of
preventing Kenect from competing with Charter, the only KBCA member who

provides service in part of Kenergy’s certified electric territory.

Moreover, as will be described in further detail in the rebuttal testimony of Robert
Stumph, Charter’s maps, created only in January 2022 and solely for use in this
proceeding,!! prove that the overwhelming majority of Kenergy’s service territory
is currently unserved by Charter. As would be expected, Charter’s services in
Kenergy’s territory are concentrated around the cities with the greatest population
density, which is the most profitable area for Charter to serve. Indeed, as its example
of where there is alleged overlap, the testimony of Jason Keller uses Owensboro,
the fourth largest city in the Commonwealth of Kentucky.'? The other area of
alleged significant overlap is concentrated around Henderson, Kentucky, the second
most populated city in Kenergy’s service territory. As the Commission is well
aware, the vast majority of Owensboro and Henderson lie within the certified

electric service territory of municipal utilities, making any alleged overlap

i KBCA’s Responses to Kenergy Corp.’s Data Requests, Response No. 6, available at:
https://psc.ky.gov/pscecf/2021-00365/tosterloh%40sturgillturner.com/03042022051114/2_-
_KBCA_Responses_to_Kenergy final.pdf (“The maps produced in this proceeding were prepared by KBCA
member entity Charter in January 2022 for purposes of KBCA’s testimony in this proceeding.”).

12 Testimony of Jason Keller, at p.6, lines 19-22, avgilable at: hitps:/psc.ky.gov/pscecf/2021-
00365/tosterloh%d0sturgiliturner.com/01212022072703/KBCA_Keller_Testimony PUBLIC _Jan_21_%280160621
1%429.pdf.
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As the maps attached to the rebuttal testimony of Robert Stumph will show,
Kenergy’s decision to fulfill its needs for a reliable, safe, and secure intra-system
communication system with the construction of a fiber backbone will also allow for
the provision of broadband access to many of Kenergy’s members for the first time.
The proviston of broadband access to these members, who have been deprived of
broadband access simply because they live in a “low-density and rural area[]” that
“is not economical for cable operators,”'* will fulfill the intent of the General

Assembly and Governor Beshear’s “Better Kentucky Plan.”!?

Q16. Deoes this conclude your rebuttal testimony?

A. Yes.

1 Electric Distribution Service Area Map, available at:
https://psc.ky.gov/agencies/psc/images/Electric_Service_Areas Legal_Size Map.pdf,

4 KBCA’s Responses to Kenergy Corp.’s Data Requests, Response No. 4, agvailable ar
https://psc.ky.gov/pscect/2021-00365/tosterloh®40sturgillturner.com/03042022051114/2_-
_KBCA_Responses_to_Kenergy_final.pdf.

15 Better Kentucky Plan, Govemor Andy Beshear, hitps:/povernor.ky.eov/priorities/betier-kentucky-
plan#BetterInternet.

13
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Executive Summary

1 EXECUTIVE SUMMARY

1.1 Purpose

This paper outlines and gquantfies the benefits of a
broadband backhone for electric cooperative operations.'
For the purposes of this paper, a broadband backbone is
defined as a high-bandwidth, iow-latency data connection,
enabled by wired or wireless technology, that connects
systemically important infrastructure. Importantly, it
provides transport—delivery of data collected by other
utility networks—which is critical to managing electric
operaticns. Broadband backbones are necessary to
accommodate new data-intensive use cases that optimize
operations and adapt to changing consurner behavior,

1.2 Overview

The move to a smarter grid entails more data from

more end points on a more frequent basis. Applications
such as advanced metering infrastructure (AM) and
distribution automation (DA) enable cooperatives to
optimize operations and reduce costs. Meanwhile, as the
grid evolves to accommodate more distributed energy
resources (DER), system infrastructure must be adapted. At
the same time, utilities are moving to take advantage of
new technologies, such as dranes and video monitoring,
to increase grid reliability and security. Many of these use
cases can be supported by lower-bandwidth solutions but
will cantinue 1o advance and require additional bandwidth
in the future. Given the fast pace of technological

change and the rapid expansion of data, cooperatives
should develop and regularly update 10-year plans to
address their communication needs, and account for their
expected technology and operational use cases over that
time.

1.3 Technology Options

A broadband backbone can be comprised of both wired
and wireless technologies. To guarantee the performance
of all aspects of a network, a fiber backhaul system is
typically the best option. Fiber offers the most secure,
most reliable, highest-throughput, and lowest-latency
wired communications option for cooperative network

connections. In addition, fiber provides the opportunity

to connect the grid reliably with enough capacity for

both current and future use cases. Today, fiber solutions
can previde up to 10 Gigabits per second (Gbps) as the
wired cption. However, fiber has both geographic and
cost Impediments that limit its use in all situations. In such
cases, point-to-point wireless solutions can support the
transfer of data with the reliability, bandwidth, latency,
and security necessary for cooperative applications.
Wireless point-to-paint solutions can support all use cases
profiled in this white paper. Today, they can provide up to
1 Ghps, with the potential to provide higher speeds in the
future. A mix of both wired and wireless solutions will be
necessary for most electric cooperatives.

Although it is outside the scape of this paper to analyze
the opportunity in depth, cooperatives may be able to
leverage this new backbone to provide broadband services
tc tnelr member-consumers and communitites. The
backbone is a major step taward providing those services,
elther directly or through a third party.

1.4 Use Cases and Quantification

Use cases are technologies that improve the operations

or service of a cooperative. The move to a smarter grid

is underway, and that smarter grid already has many

use cases deployed that collectively require broadband
communication. The number of use cases will expand as
cooperatives continue to innovate and invest in a smarter
grid and the analytics to support it. As described in this
study, the value of a broadband backbene depends on the
cost avoidance or revenue enhancement associated with
use cases on a per-meter basis, collected from publicly
accessible data. We evaluated the following use cases: DA,
substation automation (SA), AMI, volt/VAR optimization,
demand management (DM), outage reduction, asset
management (AM), DER, replacement of existing
telecommunications carrier costs, and new revenue from
leasing dark fiber. This analysis estimates $1.7 million

to $2.9 million and $10 million to $16.6 million in
eccnomic gain fram these cases for a fully implemented
10,000 member and 50,000 member electric cooperative
respectively. The value of a broadband backbone is

1 tote that an evaluation of the business case or economic benefits of broadhand deploymant to member-consumers in electric cooperative territories 1s beyond the scope of this paper;
however, such ‘mpacts are "are likely to be substantial.” See The Competitiveness and innovative Capacity of the United States, U.S. Department of Commerce (January 2012}, pp. 58
ta 5-10. As each elertric oaperat ve has unique charadleristics, the benefits described in this paper are estimates and will vary fram system ta system.
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cooperatives to streamline their communications systems
and reduce fragmentation. Although it is impossible to
suit all geographic areas and use cases with one solution,
having fewer networks and technclogies creates additional
operational efficiency.

4.1.1 Point-to-Point Wireless

Point-to-point provides wireless backhaul service 1o the
grid. Although 80% of current sites have much lower
speeds of 25 megabytes per second {(Mbps}, and even
more advanced sites typically have speeds of only up to
150 Mbps, the latest point-to-point technalegies offer
speeds of up to 1 Gbps and are expecied o provide up
to 3-5 Gbps by 2025.» The development of long-term
evolution {LTE) and the rollout of 5G have encouraged
microwave point-te-point solutions. Microwave connects
dispersed aspects of the grid. 1t is frequently the most
cost-effective option for backhaul, especially if there are
existing towers for the cooperative to leverage. Microwave
backhaul should be considered in conjunction with

the metering infrastructure, right-of-way, and existing
infrastructure.»

4.1.2 Fiber

Fiber offers the most secure, most reliable, highest-
throughput, and lowest-latency communications option
for network connectians, In addition, fiber provides the
opportunity to connect the grid reliably with enough
capacity for both current and future use cases. To
guarantee the performance of all aspects of a network, a
fiber backhaul system is typically the best option. As data
needs continue to increase, bringing fiber closer to users

and devices impraves the perfermance of the system.
Bullding a fiber solution is time and capital intensive, and
requires extensive planning and expectations of future
use cases, as it is the longest-lived asset available. Fiber
is the backbone of modern cammunity communications,
facilitating advances beyond just the cocperative use
cases and opening the opportunity for new revenue and
business models.

4.1.3 Costs of the Backbone

The cost of a broadband backbone can vary depending

on many factors, For fiber backbones, the primary cost
driver will be the percentage of aerial deployment using
electric poles rather than underground installation. Aerial
costs range from $13,000-$17,000 per mile, depending
on the amount of “make ready” necessary for the poles
and the distances of the runs. Underground costs are
significantly higher due to the effort of trenching, ranging
from $45,000-%$55,000 per mile.# These estimates include
both equipment and labor (construction, engineering
design, and project management). By understanding these
cost dynamics, it becomes clear that cooperatives have a
potentially substantial cost advantage over other providers
due to their ability to leverage electric poles and other
assets. Many cooperatives achieve more than 90% cof their
fiber builds on zerial facilities.

Point-to-point backbanes can be significantly mare cost-
effective than fiber. A direct cost comparison with fiber
is difficult, as situations can vary on distance, equipment
needs, and other factors. However, point-to-point
solutions typically cost substantially less than fiber.

19 Eticsson, Fricsson Microwave Outicok Trends and Needs in the Microwave Industry, 2017, 3 and 4, htips:/Awnwwy Brigsson.comien/microwave-outlook/reponts2017
20 NRTC, NRUCFC, NRECA, and CoBank, Due DWigence of High-Speed Broadband Investment and Business Creation by an Flectric Cooperative, 2017, 5.
21 Ericsson, Fiber Netwark Deployment, 2017, htips: ffwsww.ericssan.comourportfoliofmetworks-ser cesfiber-network-tdeplayment ?nav=fgh_101_116%7Cfg-

b_101_0823%7Cfgb_101_0573.
22 Pulse Broadband internal estimate

Spotlight: Delaware County Electric Cooperative

Delaware County Electric Cooperative (DCEC) in New York State deployed a fiber backbone to serve its new AMI
system by providing IP communication to all substations and remote offices. It chose the technclogy based on
cost and the data rate requirements for both its AM! and SCADA systems, while accounting for its particularly
mountainous and large service area. DCEC saw great success with its solution but also saw the system as an

opportunity to prepare for the future.
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United States Department of Agriculture

Rural Development February 17,2022
Mre Breat Wigginton ’
Charnman

Kenergy Com.

.0, Bax 139

Rural Utdihies Service

Electric Pragram

1400 Independence Owensbare, Kentucky 42302-1389
Ave SW. Room 4121

Stop 5160 Dear Mr Wigginton:

Viash glon DC

20250

Weare pleased 1o advise you that a fean gauranee comnutment i the amount of $143.670.000)
has been approved for Kenergy Corp. (Kenergy ). by the Rural U tihties Service (RUS). Undery
this commitment. RUS will guarantee o Joan of STA3.670.000 0 Kenergy from the Federal
Pimancing Bank (FFBY onder the wrms and conditions set forth i the Note Parchase
Commitment and Servicing Agreement dated as ol January 1, 19920 as amended, between RUS
and FI'. The proceeds of the poarantead Toan, designated "KE", are o be used by Kenerps to
ey onby the svstem extensions and additions deserihed the RUS Torm 740¢. Cosi
I-stimites and Loan Bodeet for Electric Borrowers, dated December 1502021, envlosed and
made @ part hereof. Written approval by RUS must be obt yned prror to the advaneement ol ans
oan proceeds for use Tor svstem extensions and additions that aie not specificatly hsted on the
crlosed RUS Form 74,

Yoice 202 720 9545

The "KE Joan contract and yelated documents. together with instructions. will be torwarded in
the tuture for execution. The “KE&7 fouan is approved with the understanding that the loan
doctments will be authorized and execnted by vour orzamzation and returned (o us by the date
set farthm the letter transmitting the documents,

Please note that this letter does net constitate an approval o advanee the loan proceeds,
Proceeds are elivible for advancement o the “K8™ atter all conditions below have been miet wnd
the proper sdsance request dovumentaion has boen submitted o BUS

I, The RUS Tas entered e o comtraet of gugrantee witl Keneray . and the FER By agread,
with RES spprovil v make Kenerey o muanimteed Toan of 143,670,000 (o firanee the svstam
extensions and addittons deseribed oo the enclosed RUS Form 740e;

> Kenerey s subinited evidence. i torm and substanee satstactory o the Adminisirator,
that the conditions i the contract of puirantee have been satisfied 1 the extent and in the
maner preseribed by the Administraion:

3 Ronerey Tae submiited evidence. in form and substanee satisfuctory o the Adiministrator.
that kenergy has dudy authorized. exceoted. und hos detiverad o the Administator o RUS foan
contract, the FFIE Note and the Reimbursenient Note i the maaner proscribed by ihe
Adminsinaer: and.

4 Keneray has submitted evidence, in forny and substance satisfactory to the
Admmistrator, that Kenergy as duly suthorized. eaceuted. delivered, recorded. and
ted & morteage o other security instrwment, i required. which s i form and substance
satistuctony wthe Adninsraton.
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The entire amount of the “K&™ loan guarantee commitment of $143.670,000 made to Kenergy
Corp. will be placed under special control, and held under conditional agreement until the
following special conditions have been satistied:

. The Borrower has received the Certiticate of Public Convenience and Necessity
(CPCN) from the Kentucky Public Service Commission (KPSC) authorizing the
construction of the high-speed fiber optic cable network that the Borrower has
requested to be financed with K8 loan funds.

2. The Borrower has submitted to RUS and RUS bas aceepted the Fiber Optic Lease
exveutedby and between Kenergy Corporation and its wholly oswned subsichan
Keneet Ine.

3. The Borrower has submitted 1o RUS and RUS has accepted the Fibey Opuce Subleas.
Agreement executed by and between Keneet Ine. and Conexon Conneet, [ C.

4. The Borrower has submitied to RUS it7s 2021 Audit Report subject to  satistactory
review by RUS,

RUS {oan lunds used to finance the cost of customer service drops and associated
cquipment under RUS Code No. 617 shall not exceed 514,367,000,

[, icis recommended that STA.367 000 of loan funds shall only be released 10 the Borrower
to linance the cost of customer service drops and associated cquipment under RUS
Code No.617 when the tollowing conditions have been satisfied:

2. A puoblic notice of the proposcd customer service drops under RUS Code No. 617
has been tiled in accordance with Title VI of the Rural Electiiicatnion Act ol 1936,
as amended (R Act). The notification shall be posted to the "RUS Electric Program
Smart. Utility, Public Notice Filings (PNF) Portal™ for at least 45 days to aceept
comments wnd nlormation rom other entiites”

b A subsequent evaluation of the posted comments, thany, and intformation described
i a” above has been perfurmed by RUS to determine that the release of loan funds
to linance custonter service drops and associated eguipment under RUS Code No,
ni7 is acceprable,

Please note that the approval of this lean guarantee commitment is an offer to Kenergy of
the "K8” guaranteed loan. Y our acknowledgment and acceptance of the “K8" guaranteed
foan is subject to the specified terms and conditions identified ahove.

‘This award is subject fo the provisions contained in the Consulidated Appropriations Act,
2019, Pub. L. 114113, Division K, Title VEE Sections 745 and 746, as amended and/or
subseguently enacted for £ SD A agencies and offices regarding corporate felony conyictions
and corporate federal tax delingquencies. Please see the attached certitication tor
compliance with these requirenients.
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Your acknowledgement and acceptance must be reecived by RUS, no later than 14 calendar
days from thue date of this letter, wtherwise the comamitment wili be VOID. The Chairman or
the Board President authorized by vour erganization to execute the loan decuments must
execute by signing, dating and returning the commitment letter and completed Form AD-3031
via an email attachment to:

Karen Hargrove
Email Address: -0 '

Hemail s nal pessibie, the signed document can be ined to 1-8d-8N73-8070. The origimal ¢eeented and
dated commitment will remain i vou fikes,

Sinwerely. ACKNOWLEDGED AND ACCEPTED BY:

crmd by, Ot [ lLe

CHRISTOPHER MCLEAN

20000 2aad
CHRISTOPHER A NGO AN Naime: &%/ ____ﬂ_

Acting Adminstraun

7
Rura) Litihtivs Serviee Tl é//@n/uﬂuz%cgm

(DNIIG al//X/

Fnctosures: RUS Forpe 740k
Farm AD-303

Mo et Holm, President & CF 2



COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

THE ELECTRONIC APPLICATION OF
KENERGY CORP. FOR A CERTIFICATE OF
PUBLIC CONVENIENCE AND NECESSITY
FOR THE CONSTRUCTION OF A HIGH-
SPEED FIBER NETWORK AND FOR
APPROVAL OF THE LEASING OF THE
NETWORK’S EXCESS CAPACITY TO AN
AFFILIATE TO BE ENGAGED IN THE
PROVISION OF BROADBAND SERVICE
TO UNSERVED AND UNDERSERVED
HOUSEHOLDS AND BUSINESSES OF THE
COMMONWEALTH

CASE NO. 2021-00365

i i e i i i

REBUTTAL TESTIMONY VERIFICATION

I verify, state and affirm that the rebuttal testimony attached hereto and filed
with this verification is true and correct to the best of my knowledge and belief formed

after a reasonable inquiry, and I ask that I be added as a witness for this information.

STATE OF KENTUCKY
COUNTY OF DAVIESS

The foregoing was signed, acknowledged and sworn to before ine by JEFF
HOHN this /& day of March, 2022.

My commission expires [€ Masel, Ao 2

Ly O5U S~

Notaryi’ublic o
Notary Public IDNo. K PN P 1147
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