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Conformity with Statutory Purposes
Cost Sharing/Matching
Reasonableness of Project Budget

The project advances at least one of the statutory purposes for BTOP

Applicant has provided documentation that the project would not have been implemented during the grant period
without federal grant assistance.

Applicant has provided a budget that is appropriate to the proposed technical solution and only includes eligible
costs.

* Demonstration the Project Could not be Implemented But For Federal Grant Assistance
Applicant is providing matching funds of at least 20 percent towards the total eligible project costs?
Yes

[ 7-k. Cost Sharing/Matching Fund Explanation

C. Executive Summary

Executive Summary of Project for BIP and BTOP:

8. Infrastructure Projects Executive Summary

This grant application is being filed by Gridley Communications (_Gridley*), one of the
affiliates of Gridley Telephone Company of Gridley Illinois. Gridley Telephone Company is an
incumbent telephone company and Gridley Communications is the nonregulated affiliate.
Gridley proposes to build a state-of-the-art fiber-to-the-premises (—FTTPI) broadband network
to bring broadband to the unserved areas around Lake Bloomington, Illinois (_the Lake®). In
this grant application, when we say Gridley we are referring to two things. First, we mean
Gridley Communications, which is the specific entity that is applying for the grant and is the
entity that will be billing customers around the Lake. But whenever we talk about operational
capabilities we are talking about the Gridley companies all together, meaning the telephone, the
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cable and the CLEC. The employees of Gridley work for all three entities to provide the triple
play services. This arrangement of subsidiaries is fairly normal for a regulated telephone
company.

Gridley has been serving the area adjacent to the Lake for nearly a century. Gridley today
provides telephone, broadband and cable TV service. Gridley has the technical expertise
needed to operate this type of business and already offers FTTP technology nearby within its
telephone service area. Gridley plans to bring a triple play fiber network to the Lake, bringing
high speed Internet access for the first time plus competition with video and voice.

This grant application clearly meets the criteria established by Congress in passing the

broadband portion of the ARRA for the following reasons:

. The area covered by this grant does not have high-speed internet access today and
residents there are still reliant upon dial-up or satellite access to reach the Internet. This area is
rural and unserved.

. Gridley is willing to build a fiber network to every street, home and business in the
proposed service area to bring true and permanent broadband to the area.

. Gridley has been operating in the area for nearly a century and has been reinvesting
profits back into the community for many years.

. Gridley already operates a sustainable and profitable telephone and cable TV utility and
the business is sustainable.

. The communities surrounding Gridley have been asking Gridley to bring service for
many years.

. This project creates new jobs, especially construction jobs over the next three years.

The proposed service area is an undesignated census area in McLean County, lllinois. The area
is more than 100 miles away from Chicago, but is considered as non-remote for these grants
since it is near to Bloomington, Illinois.

The proposed service area includes 246 residential homes and some seasonal recreational
camps. The proposed service area is rural, mostly residential and does not contain any anchor
institutions.

Gridley plans to fully adhere to the NOFA ‘s non-discrimination and network interconnection
obligations. In the area of non-discrimination, Gridley will adhere to the principles contained in
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the FCCs Internet Policy Statement, FCC 05-151, adopted August 5, 2005. This means that:
Consumers will be entitled to access the lawful Internet content of their choice; Consumers will
be entitled to run applications and use services of their choice, subject to the needs of law
enforcement; Consumers will be entitled to connect their choice of legal devices that do not
harm the network; and Consumers will be entitled to competition among network providers,
application and service providers, and content providers.

Gridley does not plan to discriminate among customers and every customer will have an equal
chance of receiving bandwidth. Gridley will not be implementing a Quality of Service (QOS)
regimen on data services which means that every bit on the network will be treated the same,
with no priorities given to any type of bandwidth or to any customer. Gridley plans to adhere to
the concept of network neutrality and does not plan to favor any lawful Internet applications
and content over others. In the area of network management, Gridley pledges to display its
policies in a prominent location on their web page and provides notice to customers of changes
to these policies.

Gridley will be constructing a state of the art Fiber-to-the-Premises (FTTP) network that will
bring fiber past each home in the proposed service territory which is currently unserved with
broadband. The GPON technology uses passive hardware to "split" the signal on fiber so that a
single high-powered laser can be shared by up to 32 customers. Gridley currently uses this state
of the art technology in nearby Gridley, Illinois to the northeast of Lake Bloomington. This
project will be able to leverage facilities used in the existing Gridley FTTP network to help
provide services to Lake Bloomington. New fiber optic facilities will be extended from existing
fiber equipment being used in Gridley and a fiber built to circle the Lake to the north and east.
The fiber optic facilities will be buried using public right-of-ways along all streets around the
635 acre lake.

In addition to being able to leverage a nearby existing GPON network, Gridley will leverage
the network facilities being used to provide voice, broadband, and cable television services to
its current customers. No other investments or upgrades are required to provide voice,
broadband access, and cable television to the Lake.

The fiber network will be built to pass by every building in the proposed service area. After the
fiber network is built and activated, Gridley will still have additional construction required to
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add a customer to the network. A fiber drop must be installed that will extend from the fiber on
the road to the side of the customer*s building. These drops will be built as aerial or
underground by following the existing construction method of the existing utility drops at each
location. At the side of each customer*s building, Gridley will install an Optical Network
Device (ONT). This device is the FTTP electronics that allows the light signal from the fiber
system to be converted to the signals needed to deliver broadband, voice, and cable television
services. The ONT takes in fiber from the Gridley network and separates the signals to provide
broadband, voice, and cable television services.

Gridley has created a business plan for this proposed venture and projects that it will be able to
connect approximately 50% of households within the proposed service area to the fiber
network within three years of the date of getting funded by the grant. In terms of broadband
customers, Gridley expects to be able to connect to 119 residential customers within the three
year period from receiving grant funds. Gridley believes it will easily have built more than
67% of the network within two years as required by the grant and expects to have all of the
fiber built within three years.

The project is shovel ready. Gridley can begin construction almost immediately after receiving
funding from the grant.

Gridley is asking for a 50% grant and is prepared to make the 50% matching payment. Gridley
is not requesting an RUS loan since its existing debt holder would not allow Gridley to borrow
from RUS.

The project is going to create jobs during the construction of the network and the installation of
customers. The project will create 5 new construction jobs to get the network constructed. The
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construction jobs will all pay the prevailing wage or higher.

Description of BTOP Project Purpose (BTOP Applicants Only Next Three Questions)

9. BTOP Statutory Purpose:

Provide access to broadband service to consumers residing in —unserved| areas of the United States.

10. Description of BTOP Project Purpose:

The compelling issue is that the pocket of houses around Lake Bloomington, Illinois are
unserved today with broadband. While on a lake, these homes are almost all full-time residents
and they have been left behind by the incumbent providers. These homes have no broadband
and no cable TV service.

This broadband project proposed by Gridley will provide a state-of-the-art fiber optic network
around Lake Bloomington in an area currently unserved and without broadband. The project
will allow customers to receive three services over this network: broadband Internet access,
cable television, and voice services. Because the network uses fiber optic cables, it is very
scalable and can be upgraded over time to offer additional bandwidth without replacing the
fiber optic cables.

The proposed project offers a feasible and long term solution to bring broadband to the
residential area around Lake Bloomington, Illinois. This 635 acre lake is located in McLean
County lllinois. The proposed service area today is unserved by both broadband and cable
television services. Funding this project will bring broadband to the residents in this area for
the first time. Bringing fiber to this area will provide a future-proof network that can be
upgraded in the future with only minor technological upgrades. The network can be upgraded
without being replaced.

The project will address more than one statutory requirement of these grants:

. The project will provide broadband to unserved homes.

. It is well documented that bringing fiber broadband creates job opportunities over time.
Fiber enables residents to start home-based businesses and allows them to take jobs that
include an element of telecommuting. Fiber also allows residents to get the training they need
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