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Executive Summary

Q8 Executive Summary 1. Opportunity Being Addressed Princeton Electric Plant Board (PEPB) currently
operates a broadband wireless system serving nearly all homes and businesses within the city limits of
Princeton, Kentucky. This system has been operational since 2005. If funded, PEPB intends to extend
their broadband capabilities into three service areas within range of the planned 349 foot tower being
placed at one their substation facilities and on their new fiber ring. This new broadband system will
employ state of the art broadband wireless (WiMax) technology to deliver much needed broadband
services to underserved communities of Dawson Springs, Eddy Creek and Fredonia. In doing so, PEPB
would increase the availability, affordability and adoption of broadband services and speed in rural
Caldwell, Lyon, Crittenden and Hopkins counties. 2. Service Area Description This application covers the
deployment of WiMax services to three rural service areas surrounding Princeton, Kentucky The service
areas can be characterized as: Rural: The proposed services area are 100% rural and include, or are
contiguous to, the following towns and their corresponding 2000 census population counts, all of which
are less than 20,000: Fredonia (400) and Dawson Springs (2,980). All other areas are unincorporated
county areas (Caldwell, Hopkins, Lyon and Crittenden). Underserved for Broadband Today: A statistically
valid mail survey was sent to 3,243 residents in the proposed service areas in July 2009. Based on the
responses received, we can conclude that the broadband adoption rates of the proposed service areas
range from 26% to 29%, and therefore all qualify as underserved for broadband today even when
accounting for the calculated error terms. 3. Households and Businesses Passed By expanding the PEPB
broadband system to the proposed rural and under-served areas, an additional 3,697 households, would
have access to the latest in wireless broadband services. Accurate counts for businesses were available
as of this writing. 4. Community anchor institutions involved with project Given the limited time allowed
to complete this application, PEPB was not able to reach agreements with any “anchor institutions” for
the proposed expansion of the PEPB Online operation. 5. Proposed Services CFU intends to offer a
comprehensive suite of high speed Internet services over the proposed wireless systems. The entry level
FTTP Internet service will offer 1.0 Mbps downstream and 500 Kbps upstream for $35.00 per month.
Higher capacity services will be offered for $40.00 and $45.00 for 1.5Mbps and 2.0Mbps downstream
speeds respectively. While these will be the average speeds available to subscribers, PEPB also intends
to offer the capability for their customers to burst up to 3, 4 and 5Mbps for short time periods for the
1.0, 1.5 and 2.0Mbps services respectively. 6. Approach to non-discrimination and interconnection
obligations CFU, as a BIP/BTOP applicant, commits to the following Nondiscrimination and
Interconnection Obligations:  Adherence to the principles contained in the FCC’s Internet Policy
Statement (FCC 05-151, adopted August 5, 2005) ¢ Not showing favoritism to any lawful Internet



applications and content over others ¢ Displaying any network management policies in a prominent
location on its web page and providing notice to customers of changes to these policies (awardees must
describe any business practices or technical mechanisms they employ, other than standard best efforts
Internet delivery, to allocate capacity; differentiate among applications, providers, or sources; limit
usage; and manage illegal or harmful content) ¢ Connecting to the public Internet directly or indirectly,
such that the project is not an entirely private closed network ¢ Offering interconnection, where
technically feasible without exceeding current or reasonably anticipated capacity limitations, on
reasonable rates and terms to be negotiated with requesting parties. PEPB will also sell wholesale access
to their system if a bona fide request is received from a third party retail provider. PEPB will allow
multiple providers on the proposed system if a financially, technically and operationally feasible
approach can be developed based on the limited market size being targeted. 7. Broadband System The
proposed system would use WiMax technology to achieve the optimal cost / coverage balance for the
three proposed service areas of Fredonia, Eddy Creek and Dawson Springs. WiMax technology will be
deployed to serve all households and businesses. PEPB will deploy a wireless platform compatible with
IEEE 802.16d and provides a full upgrade path to future releases of the WiMax family of standards.
WiMax technology offers the capability to deliver up to 23 Mbps services in ideal radio frequency
conditions, but the proposed WiMax system has been engineered to comfortably support speeds of 1
Mbps to 5 Mbps best effort to end users within five miles of the closest base station. This level of service
will be a marked improvement over what is available to these customers today. 8. Organizational Track
Record As an existing broadband system operator, the PEPB Online staff is highly qualified to deploy
BTOP funds to expand the system and deliver upon the stated project goals. The current broadband
system has been supporting the delivery of broadband wireless services for four years. The same team
that has made the current PEPB Online service a success will be in charge of deploying and managing the
new WiMax based services in Fredonia, Dawson Springs and Eddy Creek. This will allow PEPB to leverage
the deep knowledge base that has been developed over the past four years of broadband wireless
operations. Some key accomplishments of the existing team are listing next: e First municipal
communications utility deployment in Caldwell County ¢ Increased the maximum available broadband
speed from 28Kbps to 768k for rural customers that only had access to dialup when it launched
broadband wireless service in 2005. ¢ Offered high speed connections to businesses, also starting in
2005, at 768. » Achieved 25% penetration rate of rural homes passed by the system. ¢ Customers pay no
more than $25.00 per month for broadband. ® Expansion of WISP service with new 349 foot tower and
broadband equipment in 2009 is expected to increase coverage around Princeton and increase speeds.
9. Overall infrastructure cost of the broadband system. The total capital requirement for this project is
$1,248,354. This represents all capital required to design and build the proposed WiMax base stations to
pass all homes and businesses in the proposed service areas. This also includes all subscriber equipment
and installation services required to connect the projected number of locations on the system. Based on
the most recent estimate of 3,697 households within range of the new base stations, this equates to an
average per premises investment of approximately $337.67 per passing for the proposed service area.
Such a cost would make the project infeasible if not for the 80% match offered through the BTOP
program. With the BTOP matching contribution, the project is feasible and PEPB will actually be able to
pay their capital contribution to the project out of operating cash flows reflected in the current budget.
10. Subscriber Projections PEPB has developed the subscriber forecast based on the experience gained



from operating their own wireless broadband system since 2006 and an in depth understanding of the
market for broadband in the target areas. The team has determined that a penetration rate of 25% of
homes passed is a reasonable and conservative estimate given. This subscriber forecast is expected to
be dispersed across the three service tiers of 1.0, 1.5 and 2.0Mbps services at 70%, 20% and 10%
respectively. The following table shows the project forecast for the three service tiers over the first five
years of operation. Yearl Year2 Year3 Year4 Year5 WiMax 1.0Mbps 85 582 647 647 647 WiMax 1.5Mbps
24 166 185 185 185 WiMax 2.0Mbps 12 83 92 92 92 11. Number of jobs estimated to be created or
saved as result of this project. The system would involve the permanent creation of two field tech
positions, one customer service representative and a number of contractor jobs related to the
construction of the networks. The construction of the system would bring approximately three full time
equivalent contract positions into the community for the first 12 months of construction activity. 12. BIP
versus BTOP Program Applications Per the requirements of the NOFA and application guidelines, this
application is being submitted to BIP since the proposed service area is greater than 75% rural. Please
note that the service area is underserved and would not be eligible for the 80% grant funding that is
only available to unserved areas under BIP. Through financial analysis, we have determined that this
application is not viable unless it is funded by grant contributions versus loans. Accordingly, we are not
requesting loan funding via BIP, but instead request that this application be considered for BTOP grant
funding.



