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Budget Narrative 
 

Applicant Name: Education Networks of America (ENA) 

EasyGrants Number: 144 

Organization Type (from Question 1D on BTOP application):  For-Profit 
Corporation  

Proposed Period of Performance:  7 fiscal quarters ending September 
2011 

Total Project Costs: $18,351,465.00 

Total Federal Grant Request: $14,257,172.00 

Total Matching Funds (Cash): $4,094,293.00 

Total Matching Funds (In-Kind): $0.00 

Total Matching Funds (Cash + In-Kind): $4,094.293.00 

Total Matching Funds (Cash + In-Kind) as Percentage of Total Project 
Costs: 22% 

1.  Administrative and legal expenses  

- List breakout of position(s), time commitment(s) such as hours or level-of-effort, 
and salary information/rates with a detailed explanation, and additional information 
as needed.   

- Provide description, calculation, and basis of evaluation for Cash Matching Funds. 

- Provide description, calculation, and basis of evaluation for In-Kind Matching 
Funds. 

Total costs for administrative and legal expenses are budgeted at 
$367,574.  Federal funding request is $294,059 and ENA will provide 
20% cash match of $73,515.  ENA’s basis for cash matching funds is 
the 20% guideline for BTOP program.  Cash matching funds will come 
from vendor or bank debt as described in other sections of the BTOP 
application and subsequent documentation. 
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Total administrative and legal cost budget represents 2% of total 
project costs and 2% of expected federal grant funding. 

The $367,574 includes the following breakdown of expenses: 

Personnel costs – third party vendor - $278,125 

Legal expenses – third party vendor - $ 89,449  

Personnel costs:   

Qty   Description       Amount 

1   In-house Legal personnel - full-time 12 months    $156,250 

   1 * $156,250 / year 

1    Internal Project Management personnel - full-time 18 months $121,875 

   1 * $81,250 / year 

   

   Total Personnel Costs      $278,125 

 

Outside Plant Project Managers will manage all activities of third 
party vendor to design, construct and deliver fiber service to the 
project end sites.  Project managers will work full time on project 
during its duration. 

Permit staff person will support project managers and will support 
the permit process.  This project has an added level of complexity in 
that there are thirty-nine different school systems and library 
systems served as part of this project and therefore, permit staff will 
be responsible for communication and coordination with the contact 
person at each of these entities as well as contact with respective 
local government agencies and utilities in the coordination of 
permits, authority, pole rights, etc. 

Outside Legal expenses – approx 300 hours at $298.1634 per hour = 
$89,449 

This represents average of 2 hours of outside legal work per served 
site (146 sites) in this application.    We have included all legal costs 
in this section which includes legal costs to obtain permits, rights-of-



 BROADBAND TECHNOLOGY OPPORTUNITIES PROGRAM (BTOP) 
 

 

2/4/2010; Page 3   

 

way and similar authority to deliver services to the end site 
locations.   This includes attendance at meetings including school or 
library board meetings, negotiations with local government officials, 
drafting and completing any necessary contracts or documents with 
local authorities and representing this project in any legal challenges 
to delivery of these services or approval of these projects. These 
costs may vary depending on actual requirements of each underlying 
community – some of which will not be developed until request for 
permission is made.   

 

2.  Land, structure, rights-of-way, appraisals, etc. 

- Provide description of estimated costs, proposed activites, and additional 
information as needed.   

- Provide description, calculation, and basis of evaluation for Cash Matching Funds. 

- Provide description, calculation, and basis of evaluation for In-Kind Matching 
Funds. 

Total costs for land, structures, rights-of-way, appraisals, etc. are 
budgeted at $917,537.  Federal funding request is $734,029 and ENA 
will provide 20% cash match of $183,508.  ENA’s basis for cash 
matching funds is the 20% guideline for BTOP program.  Cash 
matching funds will come from vendor or bank debt as described in 
other sections of the BTOP application and subsequent 
documentation. 

Total land, structures, rights-of-way, appraisals, etc.  cost budget 
represents 5% of total project costs and 5% of expected federal 
grant funding. 

The $917,537 includes the following breakdown of expenses: 

Qty   Description       Amount 

33   Railroad Permits @ $7,500 each    $247,500 

7,445   Utility company cost to survey poles @ $89.9983 each  $670,037 

   Total Land, Structures, Right-of-Ways, Appraisals, Etc.  $917,537 
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3.  Relocation expenses and payment 

- Provide explanation for the relocation, description of the person involved in the 
relocation, method used to calculate costs, and additional information as needed.   

- Provide description, calculation, and basis of evaluation for Cash Matching Funds. 

- Provide description, calculation, and basis of evaluation for In-Kind Matching 
Funds. 

ENA has no budgeted relocation expenses and payments.  

 

4.  Architectural and engineering fees 

- Provide description of estimated fees, explanation of proposed services, and 
additional informaiton as needed.   

- Provide description, calculation, and basis of evaluation for Cash Matching Funds. 

- Provide description, calculation, and basis of evaluation for In-Kind Matching 
Funds. 

Total costs for architectural and engineering fees are budgeted at 
$917,573.  Federal funding request is $734,059 and ENA will provide 
20% cash match of $183,514.  ENA’s basis for cash matching funds is 
the 20% guideline for BTOP program.  Cash matching funds will come 
from vendor or bank debt as described in other sections of the BTOP 
application and subsequent documentation. 

Total architectural and engineering fees budget represents 5% of 
total project costs and 5% of expected federal grant funding. 

The $917,573 includes the following breakdown of expenses: 

Qty   Description       Amount 

3,000,000’  Field Engineering / Design / Attach to poles @ $.20 / foot  $600,000  

3,000,000’  CAD /Field Engineering / Permits and Drawings @ $.10 / foot $300,000 

   Engineering Supplies      $17,573 

    

   Total Architectural and Engineering Fees   $917,573 
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5.  Other architectural and engineering fees 

- Provide description of estimated fees, explanation of proposed services, and 
additional informaiton as needed.   

- Provide description, calculation, and basis of evaluation for Cash Matching Funds. 

- Provide description, calculation, and basis of evaluation for In-Kind Matching 
Funds. 

ENA has no budgeted other architectural and engineering fees.  

6.  Project inspection fees 

- Provide description of estimated fees, explanation of proposed services, and  
additional informaiton as needed.   

- Provide description, calculation, and basis of evaluation for Cash Matching Funds. 

- Provide description, calculation, and basis of evaluation for In-Kind Matching 
Funds. 

Total costs for project inspection fees are budgeted at $917,610.  
Federal funding request is $734,088 and ENA will provide 20% cash 
match of $183,522.  ENA’s basis for cash matching funds is the 20% 
guideline for BTOP program.  Cash matching funds will come from 
vendor or bank debt as described in other sections of the BTOP 
application and subsequent documentation. 

Total project inspection fees budget represents 5% of total project 
costs and 5% of expected federal grant funding. 

The $917,610 includes the following breakdown of expenses: 

Qty   Description       Amount 

3,000,000’  Fiber Inspection @ $.10 per foot     $ 300,000 

     

3,000,000’  Fiber Testing @ $.10 per foot      $ 300,000  

33   Railroad Permit Request engineering and inspection  $62,610 

   ($1,897.273 per unit) 

2   Testing Engineers at $85,000/year for 1.5 years    $255,000 

     

   Total Project Inspection Fees     $917,610 
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 7.  Site work 

- Provide description of estimated fees, explanation of proposed services, and 
additional information as needed.   

- Provide description, calculation, and basis of evaluation for Cash Matching Funds. 

- Provide description, calculation, and basis of evaluation for In-Kind Matching 
Funds. 

ENA has no budgeted site work.  

 

8.  Demolition and removal 

- Provide description of estimated fees, explanation of proposed services, and 
additional information as needed.   

- Provide description, calculation, and basis of evaluation for Cash Matching Funds. 

- Provide description, calculation, and basis of evaluation for In-Kind Matching 
Funds. 

ENA has no budgeted demolition and removal.  

 

9.  Construction 

- Provide description of estimated fees, explanation of proposed services, state 
whether the work is being completed by the applicant or an outside contractor, and 
additional information as needed.   

- Provide description, calculation, and basis of evaluation for Cash Matching Funds. 

- Provide description, calculation, and basis of evaluation for In-Kind Matching 
Funds. 

 

Total costs for construction are budgeted at $12,901,016.  Federal 
funding request is $10,320,813 and ENA will provide 20% cash match 
of $2,580,203.  ENA’s basis for cash matching funds is the 20% 
guideline for BTOP program.  Cash matching funds will come from 
vendor or bank debt as described in other sections of the BTOP 
application and subsequent documentation. 
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Qty   Description       Amount 

3,000,000’  ADSS Fiber Cable @ $.65 per foot     $1,950,000  

275   Splice Cases @ $250      $68,750 

146   Fiber Distribution Panel @ $500 each     $73,000 

3,000,000’  ADSS Hardware @ $.25 per foot    $ 750,000 

3,000,000’  Installation of Fiber Cable @ $1.15 per foot    $3,450,000  

146   Design/Engineering/Installation of Fiber into Buildings   $1,241,000 

   146 Entrances * $8,500 per panel 

13,200   Splicing Fiber @ $30 per splice      $ 396,000 

   275 Splice Cases * 48 Fibers *$30 / splice 

146   Installation of FDP and Terminating @ $1500 per site  $ 219,000 

   146 Sites * $1,500 / per FTP 

3,000,000’  Cable relocation on existing poles to make room for new  $3,630,000 

   fiber @ $1.21 per foot  

1   Installation and Turn-up of Backbone    $ 437,500 

   Personnel and Management work necessary to upgrade  

   existing backbone and turn-up new backbone/fiber   

   Regular hours = 2500 * $100 = $250,000 

   Overtime hours = 1250 * $150 = $187,500 

146   Installation and Turn-up at Customer Premises   $ 116,800 

   146 * 8 hours * $100 (hourly pay, trucks, tools) 

25   Installation and Turn-up of Hub Equipment   $ 18,966 

   25 * 8 hours * $94.83 (hourly pay, trucks, tools) 

4   Outside Plant Project Managers – full-time 18 months  $487,500 

   4 * $81,250 / year 

1   Permit personnel – full-time 12 months    $ 62,500 

   1 * $62,500 / year 

 

   Total Construction Fees      $12,901,016 
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10.  Equipment 

- Provide list of equipment with description, number of units, unit cost, state 
whether it is being purchased or leased, and additional information as needed.   

- Provide description, calculation, and basis of evaluation for Cash Matching Funds. 

- Provide description, calculation, and basis of evaluation for In-Kind Matching 
Funds. 

Total costs for equipment are budgeted at $2,310,149.  Federal 
funding request is $1,424,084.  

The cash matching portion of $886,065 is broken into two categories. 

ENA is funding 100% of its end site router equipment ($480,039) and 
aggregation point equipment ($50,005).  Cash matching funds for this 
equipment will come from ENA’s existing cash and is considered an 
“equity” contribution from ENA.  Depending on equipment ultimately 
required, ENA may source some of the equipment from its existing 
inventory of routers and cards. 

The remaining equipment costs of $1,780,105 are from our third party 
fiber construction vendors.  The entire Federal funding request of 
$1,424,084 relates to this equipment and ENA will provide 20% cash 
match of $356,021.  ENA’s basis for cash matching funds is the 20% 
guideline for BTOP program.  Cash matching funds will come from 
vendor or bank debt as described in other sections of the BTOP 
application and subsequent documentation. 

Total matching funds for equipment of $886,065 represents 38% of 
this cost category. 

Total equipment budget represents 13% of total project costs and 
10% of expected federal grant funding. 
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The $2,310,049 includes the following breakdown of expenses: 

 

Qty   Description       Amount 

39  Cisco 3600 series routers or equivalent     $156,039
  (39 units at one site for each entity served at $4,001 per device) 

108  Cisco ME 3400 series routers or equivalent    $324,000 

(108 units at $3,000 per device deployed at all other end sites)    

2  Cisco 7600 router cards and related software    $50,005 

 (upgrades to existing aggregation point equipment) 

(upgrade to 2 7600 devices at $25,002.50 per device)  

Subtotal ENA Provided Equipment       $530,044 

Third Party Vendor Equipment –  

11   Transport Backbone Equipment     $1,100,000 

    11 * $100,000 = $1,000,000 

146               Transport Customer Premise Equipment    $438,000 

   146 Buildings * $3,000 per equipment 

25   Transport Hub Equipment     $ 242,105 

   25 * $9,684.20 

Subtotal Third Party Vendor Equipment       $1,780,105 

Total Equipment         $2,310,149 

 

11.  Miscellaneous 

- Provide additional information as needed.   

- Provide description, calculation, and basis of evaluation of Cash Matching Funds. 

- Provide description, calculation, and basis of evaluation of In-Kind Matching 
Funds. 

Total miscellaneous costs are budgeted at $20,006.  Federal funding 
request is $16,040 and ENA will provide 20% cash match of $3,966.  
ENA’s basis for cash matching funds is the 20% guideline for BTOP 
program.  Cash matching funds will come from vendor or bank debt 
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as described in other sections of the BTOP application and 
subsequent documentation. 

Miscellaneous cost is an estimated cost for an audit of project 
expenses as may be required by the BTOP program. 

 

Addendum 

- If indirect costs (i.e., indirect, overhead, general and administrative, facilities and 
administration, etc.) and/or fringe benefits are included in the budget, please 
provide a copy of your existing Negotiated Indirect Cost Recovery Agreement 
(NICRA), if available.  If the NICRA is applied accordingly in the budget, there is no 
need to justify the costs.  If a NICRA is not available or is not consistent with the 
rates/calculations in the budget, please provide an explanation of how the amounts 
were calculated.  Please clearly list the manner in which indirect costs are 
calculated in the budget.        

 

 

 









OMB Approval No. 0348-0041 

BUDGET INFORMATION - Construction Programs 
NOTE: Certain Federal assistance programs require additional computations to arrive at the Federal share of project costs eligible for participation. If such is the case, you will be notified. 

COST CLASSIFICATION a. Total Cost b. Costs Not Allowable 
for Participation 

c. Total Allowable Costs 
(Columns a-b) 

1. Administrative and legal expenses $ .00 $ .00 $ .00 

2. Land, structures, rights-of-way, appraisals, etc. $ .00 $ .00 $ .00 

3. Relocation expenses and payments $ .00 $ .00 $ .00 

4. Architectural and engineering fees $ .00 $ .00 $ .00 

5. Other architectural and engineering fees $ .00 $ .00 $ .00 

6. Project inspection fees $ .00 $ .00 $ .00 

7. Site work $ .00 $ .00 $ .00 

8. Demolition and removal $ .00 $ .00 $ .00 

9. Construction $ .00 $ .00 $ .00 

10. Equipment $ .00 $ .00 $ .00 

11. Miscellaneous $ .00 $ .00 $ .00 

12. SUBTOTAL (sum of lines 1-11) $ .00 $ .00 $ .00 

13. Contingencies $ .00 $ .00 $ .00 

14. SUBTOTAL $ .00 $ .00 $ .00 

15. Project (program) income $ .00 $ .00 $ .00 

16. TOTAL PROJECT COSTS (subtract #15 from #14) $ .00 $ .00 $ .00 

FEDERAL FUNDING 

17. 

Enter eligible costs from line 16c Multiply X _______% 

Federal assistance requested, calculate as follows: 
(Consult Federal agency for Federal percentage share.) 
Enter the resulting Federal share. 

$ .00 

Previous Edition Usable Authorized for Local Reproduction Standard Form 424C (Rev. 7-97) 

Prescribed by OMB Circular A-102 

lkellogg
Typewritten Text



INSTRUCTIONS FOR THE SF-424C


Public reporting burden for this collection of information is estimated to average 180 minutes per response, including time for reviewing 
instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of 
information. Send comments regarding the burden estimate or any other aspect of this collection of information, including suggestions for 
reducing this burden, to the Office of Management and Budget, Paperwork Reduction Project (0348-0041), Washington, DC 20503. 

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDGET. 
SEND IT TO THE ADDRESS PROVIDED BY THE SPONSORING AGENCY. 

This sheet is to be used for the following types of applications: (1) "New" (means a new [previously unfunded] assistance award); (2) 
"Continuation" (means funding in a succeeding budget period which stemmed from a prior agreement to fund); and (3) "Revised" (means 
any changes in the Federal Government’s financial obligations or contingent liability from an existing obligation). If there is no change in 
the award amount, there is no need to complete this form. Certain Federal agencies may require only an explanatory letter to effect minor 
(no cost) changes. If you have questions, please contact the Federal agency. 

Column a. - If this is an application for a "New" project, enter 
the total estimated cost of each of the items listed on lines 1 
through 16 (as applicable) under "COST CLASSIFICATION." 

If this application entails a change to an existing award, enter 
the eligible amounts approved under the previous award for 
the items under "COST CLASSIFICATION." 

Column b. - If this is an application for a "New" project, enter 
that portion of the cost of each item in Column a. which is not 
allowable for Federal assistance. Contact the Federal agency 
for assistance in determining the allowability of specific costs. 

If this application entails a change to an existing award, enter 
the adjustment [+ or (-)] to the previously approved costs 
(from column a.) reflected in this application. 

Column. - This is the net of lines 1 through 16 in columns "a." 
and "b." 

Line 1 - Enter estimated amounts needed to cover 
administrative expenses. Do not include costs which are 
related to the normal functions of government. Allowable 
legal costs are generally only those associated with the 
purchases of land which is allowable for Federal participation 
and certain services in support of construction of the project. 

Line 2 - Enter estimated site and right(s)-of-way acquisition 
costs (this includes purchase, lease, and/or easements). 

Line 3 - Enter estimated costs related to relocation advisory 
assistance, replacement housing, relocation payments to 
displaced persons and businesses, etc. 

Line 4 - Enter estimated basic engineering fees related to 
construction (this includes start-up services and preparation of 
project performance work plan). 

Line 5 - Enter estimated engineering costs, such as surveys, tests, 
soil borings, etc. 

Line 6 - Enter estimated engineering inspection costs. 

Line 7 - Enter estimated costs of site preparation and restoration 
which are not included in the basic construction contract. 

Line 9 - Enter estimated cost of the construction contract. 

Line 10 - Enter estimated cost of office, shop, laboratory, safety 
equipment, etc. to be used at the facility, if such costs are not 
included in the construction contract. 

Line 11 - Enter estimated miscellaneous costs. 

Line 12 - Total of items 1 through 11. 

Line 13 - Enter estimated contingency costs. (Consult the Federal 
agency for the percentage of the estimated construction cost to 
use.) 

Line 14 - Enter the total of lines 12 and 13. 

Line 15 - Enter estimated program income to be earned during the 
grant period, e.g., salvaged materials, etc. 

Line 16 - Subtract line 15 from line 14. 

Line 17 - This block is for the computation of the Federal share. 
Multiply the total allowable project costs from line 16, column "c." 
by the Federal percentage share (this may be up to 100 percent; 
consult Federal agency for Federal percentage share) and enter 
the product on line 17. 

SF-424C (Rev. 7-97) Back 











ENA Comment - this schedule matches Item 44 submission with exception of (1) including all matching funds as cash - not an option on original form and 
  (2) moving $480,049 from Customer Premise Equipment to Network/Access equipment for consistency with Detail of Project Costs (this is for routers which are
       listed under Network Equipment but that are deployed at the Customer Premise)

Budget Loan
 Request

Federal 
Funding 
Request

Matching 
Funds
(Cash)

Matching 
Funds

(In-Kind)
Equity Debt Bond Other TOTAL

Network & Access Equipment (switching, 
routing,  transport, access) 1,424,084 886,065 $2,310,149
Outside Plant (cables, conduits, ducts, poles, 
towers, repeaters, etc.) 10,320,813 2,580,203 $12,901,016
Buildings and Land – (new construction, 
improvements, renovations, lease) $0
Customer Premise Equipment (modems, set-
top boxes, inside wiring, etc.) $0
Billing and Operational Support Systems (IT 
systems, software, etc.) $0
Operating Equipment (vehicles, office 
equipment, other) $0
Engineering/Professional Services 
(engineering design, project management, 
consulting, etc.) 1,028,118 257,029 $1,285,147
Testing (network elements, IT system 
elements, user devices, test generators, lab 
furnishings, servers/computers, etc.) 734,088 183,522 $917,610
Site Preparation 734,029 183,508 $917,537
Other 16,040 3,966 $20,006

TOTAL BROADBAND SYSTEM: $0 $14,257,172 $4,094,293 $0 $0 $0 $0 $0 $18,351,465

General Budget Overview



Note - information provided below is duplicated from ENA's Attachment G submission

Eligibility
(Yes/No) Unit Cost  No. of

Units  Total Cost Support of Reasonableness

NETWORK & ACCESS EQUIPMENT 2,310,149            
-                       
-                       
-                       

Cisco 7600 series cards Yes 342.50                     146                           50,005                    

unit cost allocation of addition to current 
infrastructure; no charge for base 
equipment

Cisco ME 3400 or equivalent routers Yes 3,000.00                  108                           324,000                   based on multiple provider quotes
Cisco 3600 seried routers or equivalent Yes 4,001.00                  39                             156,039                   consistent with standard practices
see below; cost included in 'other' based on best available information

see below; cost included in 'other' based on best available information

Vendor provided equipment Yes 12,192.50                146                           1,780,105                based on multiple provider quotes
consistent with standard practices

-                       
12,901,016          

Vendor provided OSP construction estimate Yes 84,596.00                146                           12,351,016.00        All vendor OSP included 
Yes 81,250.00                6                               487,500.00             Project management personnel
Yes 62,500.00                1                               62,500.00                Permit personnel

see above; cost included in 'cables' based on best available information based on multiple provider quotes
consistent with standard practices

see above; cost included in 'cables' based on best available information

see above; cost included in 'cables' based on best available information

None

see above; cost included in 'cables' based on best available information
-                       
-                       

None -                       
-                       
-                       

Poles

Ducts

OUTSIDE PLANT

Other

Conduits

Cables

DETAIL OF PROJECT COSTS

PLEASE COMPLETE THE TABLE BELOW FOR THE DIFFERENT CATEGORIES OF EQUIPMENT THAT WILL BE REQUIRED FOR
COMPLETING THE PROJECT. EACH CATEGORY SHOULD BE BROKEN DOWN TO THE APPROPRIATE LEVEL FOR IDENTIFYING

UNIT COST

SERVICE AREA or COMMON
NETWORK FACILITES:

Switching

Routing

Transport

Access

Other

Towers

Repeaters



Eligibility
(Yes/No) Unit Cost  No. of

Units  Total Cost Support of Reasonableness

-                       
None -                       

-                       
-                       

None -                       
-                       
-                       

None -                       
-                       
-                       

None -                       
-                       
-                       

CUSTOMER PREMISE EQUIPMENT -                       
None -                       

-                       
-                       

None -                       
-                       
-                       

None -                       
-                       
-                       

None -                       
-                       
-                       

BILLING SUPPORT AND OPERATIONS SUPPORT SYSTEMS -                       
None -                       

-                       
-                       

None -                       
-                       
-                       

None -                       
-                       
-                       

Other

Pre-Fab Huts

SERVICE AREA or COMMON
NETWORK FACILITES:

New Construction

BUILDINGS

Improvements &
Renovation

Modems

Set Top Boxes

Inside Writing

Other

Other Support

Billing Support
 Systems

Customer Care
Systems



Eligibility
(Yes/No) Unit Cost  No. of

Units  Total Cost Support of Reasonableness

-                       
no vehicles purchased directly with grant proceeds -                       

-                       
-                       

no office equipment/furniture purchased directly with grant proceeds -                       
-                       
-                       

None -                       
-                       
-                       

1,285,147            
Vendor provided Design and Project Mgmt estimate Yes 8,802.3767123       146.00                     1,285,147.00          based on multiple provider quotes
 ‐ includes related admin and legal expenses consistent with standard practices

see above; cost included in 'engineering design' based on best available information

see above; cost included in 'engineering design' based on best available information
-                       
-                       

None -                       
-                       
-                       

917,610               
Vendor provided Testing estimate Yes 6,285.00                  146.00                     917,610.00             based on multiple provider quotes
Project inspection fees consistent with standard practices

no it system elements purchased directly with grant proceeds

no user devices purchased directly with grant proceeds

no test generators purchased directly with grant proceeds

no lab furnishings purchased directly with grant proceeds

-                       
no servers/computers purchased directly with grant proceeds -                       

-                       
-                       

Project
Management

OPERATING EQUIPMENT

IT System
Elements

Office Equipment / 
Furniture

Vehicles

Other

PROFESSIONAL SERVICES

Engineering 
Design

Consulting

SERVICE AREA or COMMON
NETWORK FACILITES:

Network
Elements

Other

TESTING

User Devices

Test Generators

Lab
Furnishings

Servers / 
Computers



Eligibility
(Yes/No) Unit Cost  No. of

Units  Total Cost Support of Reasonableness

937,543               
Vendor provided Site Preparation estimate Yes 6,284.50                  146.00                     917,537.00             based on multiple provider quotes
includes Land, structures, right of way, appraisals consistent with standard practices

Estimated Project Audit Costs Yes 20,006.00                1.00                          20,006.00                estimated ‐ rules still undefined

-                       
-                       

18,351,465          PROJECT TOTAL:

OTHER UPFRONT COSTS

Site
Preparation

Other

SERVICE AREA or COMMON
NETWORK FACILITES:



                                                                                                                                                                                                      

 NOTE: Certain Federal assistance programs require additional computations to arrive at the Federal share of project costs eligible for participation. If such is the case, you will be notified.

COST CLASSIFICATION a. Total Cost b. Matching Funds
 (Cash)

c. Matching Funds
 (In-Kind)

d. Federal Funding Request
(Columns a-b-c)

1.    Administrative and legal expenses $367,574 $73,515 $0 $294,059

2 .   Land, structures, rights-of-way, appraisals, etc. $917,537 $183,508 $0 $734,029

3.    Relocation expenses and payments $0 $0 $0 $0

4.    Architectural and engineering fees $917,573 $183,514 $0 $734,059

5.    Other architectural and engineering fees $0 $0 $0 $0

6.    Project inspection fees $917,610 $183,522 $0 $734,088

7.    Site work $0 $0 $0 $0

8.    Demolition and removal $0 $0 $0 $0

9.    Construction $12,901,016 $2,580,203 $0 $10,320,813

10.  Equipment $2,310,149 $886,065 $0 $1,424,084

11.  Miscellaneous $20,006 $3,966 $0 $16,040

12.  SUBTOTAL (add #1 through #11) $18,351,465 $4,094,293 $0 $14,257,172

13.  Contingencies $0 $0 $0 $0

14.  SUBTOTAL (add #12 and #13) $18,351,465 $4,094,293 $0 $14,257,172

15.  Project (program) income $0 $0 $0 $0

16.  TOTAL PROJECT COSTS (subtract #15 from #14) $18,351,465 $4,094,293 $0 $14,257,172

                                                                                                              FEDERAL FUNDING         

17.  Federal assistance requested, calculated as follows:  (Consult 
Federal agency for Federal percentage share.)    Enter the resulting 
Federal share.

$14,257,172Enter eligible costs from line 16a Multiply X 77.69%   

BUDGET INFORMATION - Construction Programs 

ENA Services, LLC

Previous Edition Usable Authorized for Local Reproduction
Standard Form 424C (Rev. 7-97) 

Prescribed by OMB Circular A-102 
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS

December 31, 2008 and 2007

2008 2007
ASSETS
Current assets

Cash and cash equivalents $ 12,790,769 $ 26,087,759
Accounts receivable 10,547,469 12,627,389
Prepaid and other current assets 536,299 614,272
Income taxes receivable 87,219 -
Deferred income taxes (Note 10) 218,803 490,398

Total current assets 24,180,559 39,819,818

Property and equipment, net (Note 2) 4,320,836 4,666,812

Deferred income taxes (Note 10) 738,834 542,712
Other assets (Note 8) - 3,112,748

Total assets $ 29,240,229 $ 48,142,090

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Accounts payable $ 33,425 $ 164,554
Accrued liabilities (Note 3) 2,682,926 2,630,885
Deferred revenue 583,243 2,166,146
Cumulative preferred dividend payable (Note 5) 867,033 -

Total current liabilities 4,166,627 4,961,585

Stockholders' equity (Notes 5, 6 and 7)
Redeemable convertible preferred stock, Series A; 1,084,429

and 1,553,179 shares outstanding as of December 31, 2008
and 2007 (liquidation preference of $3,459,329 and
$4,955,000 at December 31, 2008 and 2007, respectively.) 1,205,000 4,955,000

Redeemable convertible preferred stock, cumulative 7%,
Series B; 3,612,995 and 5,908,913 shares outstanding as of
December 31, 2008 and 2007 (liquidation preference of
$14,162,940 and $23,162,931 at December 31, 2008 and
2007, respectively.) 14,162,940 23,162,931

Common stock, $0.01 par value; 87,000,000 shares
authorized, 47,086,815 and 48,477,278 shares issued and
outstanding as of December 31, 2008 and 2007, respectively 470,868 484,773

Additional paid-in capital 3,399,014 1,201,730
Subscription notes receivable (3,319,167) (2,802,490)
Retained earnings 9,154,947 16,178,561

Total stockholders' equity 25,073,602 43,180,505

Total liabilities and stockholders’ equity $ 29,240,229 $ 48,142,090

See accompanying notes to consolidated  financial statements.
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF INCOME
For the years ended December 31, 2008 and 2007

2008 2007

Revenues $ 44,723,719 $ 44,807,868

Operating expenses  
Network expenses 26,892,061 23,411,487
Payroll and benefits 8,939,625 8,708,894
Selling, general and administrative expenses 3,319,373 4,461,816
Depreciation and amortization expenses 2,794,353 2,527,629
Loss (gain) on disposal of assets 8,828 7,026

Total operating expenses 41,954,240 39,116,852

Income from operations 2,769,479 5,691,016

Other Income and Expenses 
Interest income 384,875 1,710,313

Income before income tax expense 3,154,354 7,401,329

Income tax expense (benefit)  
Current 1,270,487 3,514,496
Deferred 75,473 (694,024)

Total tax expense 1,345,960 2,820,472

Net income $ 1,808,394 $ 4,580,857

See accompanying notes to consolidated  financial statements.
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

For the years ended December 31, 2008 and 2007

Common Stock
Shares         Amount

Common
Stock

Subscription
Notes

Receivable

Additional
Paid-in
Capital

Preferred Stock
  Shares          Amount        

Retained
Earnings

Total
Stockholders'

Equity

Balance at January 1, 2007 42,477,278 $ 424,773 $ (2,581,900) $ 1,001,927 7,462,092 $ 28,117,931 $ 11,597,704 $ 38,560,435
Option compensation expense - - - 139,803 - - - 139,803
Issuance of 6,000,000 shares of

common stock 6,000,000 60,000 (96,000) 60,000 - - - 24,000
Subscription notes receivable - - (124,590) - - - - (124,590)
Net income - - - - - - 4,580,857 4,580,857

Balance at December 31, 2007 48,477,278 484,773 (2,802,490) 1,201,730 7,462,092 28,117,931 16,178,561 43,180,505
Preferred shareholder

dividends - - - - - - (867,033) (867,033)
Stock issuance 7,370,182 73,702 (3,208,526) 3,139,284 - - - 4,460
Stock redemption (6,032,793) (60,328) - (1,481,303) (2,764,668) (12,749,991) (5,264,402) (19,556,024)
Option/warrant compensation

expense - - - 539,303 - - - 539,303
Subscription notes receivable - - (36,003) - - - - (36,003)
Subscription notes payoff (2,727,852) (27,279) 2,727,852 - - - (2,700,573) -
Net income - - - - - - 1,808,394 1,808,394

Balance at December 31, 2008 47,086,815 $ 470,868 $ (3,319,167) $ 3,399,014 4,697,424 $ 15,367,940 $ 9,154,947 $ 25,073,602

See accompanying notes to consolidated  financial statements.
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the years ended December 31, 2008 and 2007

2008 2007
Cash flows from operating activities

Net income $ 1,808,394 $ 4,580,857
Adjustments to reconcile net income to net cash from

operating activities
Depreciation and amortization 2,794,353 2,527,629
Stock compensation expense 539,303 139,803
Loss on disposal of assets 8,828 7,026
Deferred income taxes 75,473 (694,024)
Changes in assets and liabilities

Accounts receivable 2,079,920 (1,833,762)
Prepaid and other current assets 77,973 (238,668)
Other assets 3,112,748 (3,112,748)
Income taxes receivable (87,219) -
Accounts payable (131,129) (274,281)
Accrued liabilities 52,041 545,938
Deferred revenue (1,582,903) 1,677,342

Net cash from operating activities 8,747,782 3,325,112

Cash flows from investing activities

Proceeds from sale of fixed assets - 300
Purchases of fixed assets (2,457,205) (4,039,020)

Net cash from investing activities (2,457,205) (4,038,720)

Cash flows from financing activities

Stock redemption (19,556,024) -
Subscription notes receivable (36,003) (124,590)
Proceeds from sale of common stock 4,460 24,000

Net cash from financing activities (19,587,567) (100,590)

Net change in cash and cash equivalents (13,296,990) (814,198)

Cash and cash equivalents balance beginning of year 26,087,759 26,901,957

Cash and cash equivalents balance end of year $ 12,790,769 $ 26,087,759

Supplemental Disclosures of Cash Flow Information

Cash paid during the year:

Interest $ - $ -

Income taxes $ 1,624,000 $ 3,164,000

Supplemental Disclosures of Non-Cash Flow Activity
The Company accumulated $867,033 in dividends for Series B preferred stock, which was not paid as
of December 31, 2008.  Certain members of the Company repaid $2,727,852 in subscription notes
receivable by returning 2,727,852 common shares to the Company.  The Company obtained
$3,208,526 in subscription notes receivable in exchange for 7,361,264 common shares.

See accompanying notes to consolidated  financial statements.
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation:  The accompanying consolidated  financial statements include the
consolidated  operations of Education Networks of America, Inc. and ENA Services, LLC, a
wholly-owned subsidiary (collectively, the "Company").  All significant intercompany
transactions have been eliminated.

Organization:  Education Networks of America, Inc. was originally established May 28, 1996, as
Education Networks of America, LLC (the “LLC”), a Tennessee Limited Liability Company.
The Company effected a common control merger with the LLC on January 1, 2000, and became
a Delaware corporation.  On January 1, 2000, the Company issued common and preferred stock
to the existing members in exchange for their respective membership interest.

The Company is primarily engaged in the business of providing information technology
services including enhanced Internet access and content delivery services.  The Company has
contracts to provide its services to over two million students and teachers in Tennessee, Indiana
and Florida.  The contracts are funded by the State of Indiana, Orange County Public Schools in
Florida and individual school districts in Tennessee.

ENA Services, LLC ("Services") was created on January 26, 2006, as a Delaware Limited
Liability Company.  Services is primarily engaged in the business of providing
telecommunications services including Internet access and voice services.  

Revenue and Expense Recognition:  The Company recognizes revenue based upon the type of
service it performs.  One-time installation and access fees are deferred and recognized over the
contract period.  Monthly service revenues are recognized in the month in which services are
performed.  Expenses are recorded as incurred.  The Company estimates certain revenues and
deferred revenues that are subject to approval and funding to its customers by the Federal
government.  Revenues received under E-Rate funding are subject to future audits by the
Federal Communications Commission (“FCC”).  Management believes that the resolution of
any such audits would not have a material adverse affect on the Company's financial position
or results of operations.  

Cash and Cash Equivalents:  For the purpose of the statement of cash flows, cash includes cash
and cash equivalents with original maturities of 90 days or less.  The Company's cash deposits
are primarily in financial institutions in Tennessee and exceed federally insured amounts.

Accounts Receivable:  The Company sells to customers using credit terms customary in its
industry.  Interest is not normally charged on receivables.  Management establishes a reserve
for losses on its accounts based on historic loss experience and current economic conditions.
Losses are charged off to the reserve when management deems further collection efforts will
not produce additional recoveries.  As of December 31, 2008 and 2007, a reserve has been
established by management totaling $48,455 and $48,455, respectively.
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment:  Property and equipment are recorded at cost.  The Company
capitalizes costs associated with the design, development and installation of its network
including internally and externally developed software in accordance with Statement of
Financial Accounting Standards No. 86 “Software Development Costs” (“SFAS 86”) and
Statement of Position 98-1 “Accounting for Costs of Computer Software Developed or Obtained
for Internal Use” (“SOP 98-1”).  Pre-operational new service area and new product costs are
charged to expense as incurred.  Maintenance and repairs are charged to expense as incurred.  
Depreciation and amortization is computed using the straight-line method over the estimated
useful lives of the related assets, which are as follows:

Computer Equipment 3 years
Computer Software 3 years
Office Equipment 5 years
Leasehold Improvements 4-5 years

Accounting for the Impairment or Disposal of Long-Lived Assets:  In accordance with SFAS
No. 144, "Impairment of Disposal of Long-Lived Assets", the Company evaluates the carrying
value of long-lived assets whenever significant events or changes in circumstances indicate the
carrying value of these assets may be impaired.  The Company evaluates potential impairment
of long-lived assets by comparing the carrying value of the net assets to the expected net future
cash inflows resulting from use of the assets.  Management believes that no material
impairment of long-lived assets exists at December 31, 2008 and 2007.

Stock-Based Compensation:  As discussed in Note 7, the Company has adopted a non-qualified
option plan which provided that options for common shares of the Company could be granted
to key personnel at an amount determined by the Board of Directors.  During 2006, the
Company adopted Statement of Financial Accounting Standards No. 123(R), "Accounting for
Stock-Based Compensation (As Amended)".  SFAS 123(R) requires that the fair value of stock
options and other share-based compensation be measured as of the date the grant is awarded
and expensed over the period of employee service, typically the vesting period.  Compensation
cost recognized for the year ended December 31, 2008 and 2007, totaled $539,303 and $139,803,
respectively.

For purposes of computing the above compensation costs, the fair value of each option on its
grant date has been estimated for pro-forma purposes using the Black-Scholes option-pricing
model based on the following weighted average assumptions: 1) risk-free interest rate, ranging
from 2.3-3.5% for 2008 and 3.60% for 2007, 2) expected life, 6.08 years for 2008 and 2007 3)
expected dividends, none, and 4) volatility factor of 10.0%.
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

For purposes of computing the above compensation costs, the fair value of each warrant on its
grant date has been estimated for pro-forma purposes using the Black-Scholes option-pricing
model based on the following weighted average assumptions: 1) risk-free interest rate, 1.9%, 2)
expected life, 3 years, 3) expected dividends, none, 4) volatility factor of 10%.

Income Taxes:  The provision for income taxes is based on income recognized for financial
statement purposes and includes the effects of temporary differences between such income and
that recognized for tax return purposes.  Deferred tax assets and liabilities are established for
the expected future tax consequences of events that have been included in the consolidated
financial statements or tax returns using enacted tax rates in effect for the years in which the
differences are expected to reverse.

FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes (FIN 48), issued July
2006, was effective as of January 1, 2007.  The Company has elected to defer adoption of FIN 48,
in accordance with the provisions of FASB Staff Position No. FIN 48-3, which permits certain
nonpublic enterprises to delay adoption until fiscal years beginning after December 15, 2008.
Upon adoption of FIN 48, the Company will recognize a tax benefit only if it is more likely than
not the tax position would be sustained in a tax examination, with a tax examination being
presumed to occur.  The amount recognized will be the largest amount of tax benefit that is
greater than 50% likely of being realized on examination.  For tax positions not meeting the
more-likely-than-not test, no tax benefit will be recorded.    Currently, the Company accounts
for contingencies associated with certain tax positions in accordance with Statement of Finacial
Standards No. 5, "Accounting for Contingencies" which provides the recording of a
contingency based on the probability of certain events to transpire that range from probable to
remote as opposed to applying a more likely than not recognition threshold.

Use of Estimates:  The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period.  Actual results could
differ from those estimates.
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 2 - PROPERTY AND EQUIPMENT

The Company's property and equipment, and the related accumulated depreciation at
December 31, 2008 and 2007, are as follows:

2008 2007

Computer equipment and software $ 14,379,750 $ 12,665,998
Leasehold improvements and other 934,086 206,161

15,313,836 12,872,159
Less accumulated depreciation and

amortization (10,993,000) (8,205,347)

$ 4,320,836 $ 4,666,812

Depreciation expense for the years ended December 31, 2008 and 2007, was $2,794,353 and
$2,527,629 respectively.

NOTE 3 - ACCRUED LIABILITIES

Accrued expenses consist of the following:
2008 2007

Accrued network connection charges $ 766,882 $ 304,104
Accrued rent 16,873 -
Accrued professional charges 80,864 101,104
Accrued state and local taxes 232,550 632,217
Accrued payroll and benefits 1,211,029 1,386,915
Other 374,728 206,545

$ 2,682,926 $ 2,630,885
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 4 - PROMISSORY NOTE PAYABLE AND LINE OF CREDIT

On December 19, 2002, the Company entered into a credit agreement with a stockholder.  The
agreement provides the Company with a $2,500,000 line of credit.  The line accrues interest
annually at prime plus 2% (5.25% at December 31, 2008) and has an indefinite life.  Repayment
of the principal and accrued interest is due at the earlier to occur of (a) the Company's average
days in accounts receivable ratio falling below 60 days, or (b) a majority of the Company's
stockholders receiving cash for their shares of Company stock.  Each draw on the line of credit
is accompanied by a promissory note for the amount of the draw.  At December 31, 2008 and
2007, there were no borrowings.  

On June 10, 2008, the Company entered into a revolving line of credit note and an equipment
acquisition term credit note.  The revolving line of credit has an available credit of $5,000,000
and accrues interest annually at LIBOR plus 1.25% (2.33% at December 31, 2008).  The
equipment note has an available credit of $10,000,000 and accrues interest annually at LIBOR
plus 1.1% (2.18% at December 31, 2008).  These notes mature on July 1, 2009.  At
December 31, 2008, there were no borrowings.

NOTE 5 - STOCKHOLDERS' EQUITY

Preferred Stock:  In March of 1999, the Company issued 940,326 shares of Series A convertible
preferred member units at $3.19 per unit.  In June of 1999, an additional 612,853 shares of Series
A convertible preferred member units were issued at $3.19 a unit.  The units originally accrued
dividends at the rate of eight percent (8%) annually, payable in cash or common units.  At
December 31, 1999, the Company had $276,091 of dividends payable related to these units.  The
dividend rights were given up in conjunction with the Series B offering as discussed below and
the related payable was recorded as retained earnings.  These units were exchanged for
equivalent Series A convertible preferred shares (“Series A shares”) when the Company
converted from an LLC into a C-corporation.  At December 31, 2008 and December 31, 2007,
each Series A share was convertible into eight (8) common shares. 

During 2000, the Company issued a total of 7,017,662 Series B redeemable convertible preferred
shares (“Series B shares”) at $4.53 per share.  The holders of a majority of the then outstanding
Series B shares may elect to have the Company redeem all the then outstanding Series B shares
at the original purchase price ($31,790,000) plus all declared and unpaid dividends at any time
after the fourth anniversary of the closing (April 2004). At December 31, 2008 and
December 31, 2007, each Series B share was convertible into two (2) common shares.  The Series
A shares carry liquidation preferences of $3,459,329 and $4,955,000 at December 31, 2008 and
2007, respectively.  The Series B shares carry liquidation preferences of $14,162,940 and
$23,162,931 at December 31, 2008 and 2007, respectively, based on their original purchase price
per share.  
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 5 - STOCKHOLDERS' EQUITY (Continued)

The Series B shares were subject to a price ratchet mechanism as defined in the Series B shares
purchase agreement in the event that the Company's revenues were less than $33,500,000 for
2000.  Based on 2000 revenues, the Company issued an additional 1,092,034 Series B shares for
no additional consideration in the second quarter of 2001, effectively adjusting the per share
price from $4.53 to $3.92.
 
The preferred shares automatically convert into common shares upon the sale of the Company's
common shares in an initial public offering where the aggregate proceeds to the Company are
at least $20,000,000 or at a price per share equal to or greater than 175% of the then applicable
conversion price of the preferred shares or upon the written consent of at least 66.66% of the
preferred shares then outstanding.  The preferred shares have a liquidation preference for the
original purchase price plus any cumulative unpaid dividends.  The preferred shares have
voting rights similar to the common shares and have the power to elect three members to the
seven member Board of Directors, which has authority over the management of the Company.
In addition, certain preferred stockholders carry rights requiring their approval for certain
material transactions, as described in the Company's certificate of incorporation.  

In January 2006, the Company redeemed 1,530,616 shares of Series B preferred stock at $3.92
per share.  The purchase price of  $6,000,015 was paid in cash.  In September 2006, the Company
redeemed 670,167 shares of Series B preferred stock at $3.92 per share.  The purchase price of
$2,627,054 was paid in cash.

Recapitalization Agreement:  During 2008, the board approved and the shareholders voted to
move forward with a recapitalization offer to the shareholders.  The approved recapitalization
allowed the Company to repurchase and retire up to $27 million of various equity classes as
follows:  1) up to $5 million of Series A convertible preferred stock at a price of $8.00 per share,
2) up to $12 million of Series B redeemable convertible preferred stock at a price of $3.92 per
share, 3) up to $8,234,749 of outstanding Common Stock at a price of $1.00 per share and 4) up
to $1,765,251 of Common Stock issuable upon exercise of outstanding options and warrants at a
price of $1.00 per share.  This agreement also instituted a 7% cumulative dividend on the Series
B redeemable convertible preferred shares.  Cumulative preferred dividends payable totaled
$867,033 at December 31, 2008.  The Series B share holders were also issued warrants to
purchase 3,400,000 shares of Common Stock at an exercise price of $0.75 per share. 
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 5 - STOCKHOLDERS' EQUITY (Continued)

During 2008, approximately $19.6 million, or 75% of the total redemptions had been completed.
The Company redeemed 468,750 shares of Series A preferred stock at $8.00 per share, for a total
repurchase price of $3,750,000.  The Company redeemed 2,295,918 shares of Series B preferred
stock at $3.92 per share, for a total repurchase price of $9,000,000.  The Company redeemed
6,032,794 shares of Common Stock, for a total repurchase price of $6,032,794.  The Company
redeemed 454,031 warrants for Common Stock, for a total repurchase price of $332,909, based
upon an average exercise price of $0.27 per share.  The Company redeemed 798,139 options for
Common Stock, for a total repurchase price of $436,366, based upon an average exercise price of
$0.45 per share.  

NOTE 6 - SUBSCRIPTION NOTES RECEIVABLE

At December 31, 2008 and 2007, included in stockholders’ equity are promissory notes in the
aggregate amount of $3,306,426 and $1,597,900, plus accrued interest issued for the purchase of
common stock (previously for the purchase of membership units prior to conversion of the LLC
to a C corporation).  At December 31, 2008 and 2007, the promissory notes accrue interest at
rates ranging from 2.6% to 4.9% per annum and 4.9% to 8% per annum, respectively, and are
due on demand.  Accrued interest totaled $12,741 and $1,204,590 at December 31, 2008 and
2007, respectively.  On March 25, 2008, $2,727,852 in subscription notes receivable were repaid
by returning 2,727,852 common shares to the Company.  During December 2008, the Company
issued 7,361,264 common shares in exchange for notes receivable totaling $3,208,526.  These
promissory notes can be repaid in cash or common shares based on terms specified in the note
agreements.  The notes are guaranteed by all of the unencumbered assets of the payors.

NOTE 7 - OPTION PLAN AND WARRANTS

A non-qualified option plan was adopted in 1998 by the LLC which provided that options for
common units of the LLC could be granted to key personnel at an amount determined by the
Board of Governors at the time the option was granted, taking into account the market price of
equity in the LLC on such date, the value of services provided or to be provided by the
recipient of the options, and the overall value of the compensation of the recipient.  In February
2000, the Board of Directors of the Company approved and adopted the 2000 Statutory-
Nonstatutory Stock Option Plan (the "Plan") with the same general guidelines as the prior plan.
Options issued pursuant to the Plan may constitute incentive stock options within the meaning
of Section 422 of the Internal Revenue Code or may be options that do not meet said
requirements (non-qualified options).  Upon adoption of the Plan, all options outstanding
under the prior plan were deemed to be non-qualified options outstanding under the Plan.  The
Company has reserved 16,000,000 shares for issuance pursuant to the Plan.  The options
become exercisable for ten years from the date of the grant.
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 7 - OPTION PLAN AND WARRANTS (Continued)

Effective December 15, 2005, the Board of Directors approved that all granted and unvested
options become vested, and the market price at this date be set at $0.50 per unvested option. 

Option periods are fixed by the Board of Directors; however, no options shall be exercisable
after ten years from the date granted.  Vesting periods are set by the Board of Directors at the
time of issuance and range from immediate to five years.

A summary of the Company's stock option activity and related information under the stock
option plans for the years ended December 31, 2008 and 2007 follows:

2008 2007

Shares

Weighted
Average
Exercise

Price Shares

Weighted
Average
Exercise

Price

Outstanding at beginning of year 8,738,000 $ 0.69 13,691,000 $ 0.62
Granted 4,256,119 0.41 1,071,000 0.50
Exercised (7,370,181) 0.44 - -
Exercised and repurchased (798,139) 0.45 - -
Cancelled (1,119,736) 1.69 (6,024,000) 0.50

Outstanding at end of year 3,706,063 0.63 8,738,000 0.69

Exercisable at end of year 2,385,355 $ 0.70 7,741,200 $ 0.72

The following tables summarize information about stock options outstanding at
December 31, 2008 and 2007:

Range of
Exercise Price

Number
Outstanding
at 12/31/08

Weighted-Average
Remaining

Contractual Life

Weighted-
Average
Exercise

Price

Number
Exercisable
at 12/31/08

Weighted
Average
Exercise

Price

$ 0.02 - 0.50 2,953,476 6.50 years 0.47 1,719,076 0.48
0.51 - 1.00 510,087 4.95 years 0.78 423,779 0.75
1.01 - 2.00 41,000 1.24 years 1.87 41,000 1.87
2.01 - 2.75 201,500 1.83 years 2.27 201,500 2.27

3,706,063 2,385,355
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 7 - OPTION PLAN AND WARRANTS (Continued)

Range of
Exercise Price

Number
Outstanding
at 12/31/07

Weighted-Average
Remaining

Contractual Life

Weighted-
Average
Exercise

Price

Number
Exercisable
at 12/31/07

Weighted
Average
Exercise

Price

$ 0.02 - 0.50 7,031,000 5.84 years 0.47 6,061,500 0.47
0.51 - 1.00 697,500 4.30 years 0.77 670,200 0.78
1.01 - 2.00 241,000 2.21 years 1.77 241,000 1.77
2.01 - 2.75 768,500 2.78 years 2.27 768,500 2.27

8,738,000 7,741,200

Information related to the stock option plan during each year follows:

2008 2007

Intrinsic value of options exercised $ 436,366 $ -
Cash received from options exercised $ 361,773 $ -
Tax benefit realized from options exercised $ 178,130 $ -
Weighted average fair value of options

granted $ 0.41 $ 0.50

As of December 31, 2008, there was $123,181 of total unrecognized compensation cost related to
nonvested stock options under the Plan.  The cost is expected to be recognized over a weighted-
average period of 3.7 years.

In September 1998, the Company issued 3,989,680 warrants to purchase common stock, with an
exercise price of $0.24.  The warrants originally expired in 2002.  Warrants totaling 3,243,640
were extended concurrent with the note payable described in Note 4. During 2002, the
Company issued 75,000 warrants with an exercise price of $0.50 to an outside party for certain
services; these warrants expire in October 2009.  During 2004, the Company issued 245,144
warrants with an exercise price of $0.50.  

On February 15, 2008, the Company amended all warrants (except for the 75,000 outside party
warrants) to remove anti-dilution clauses to move forward with the Recapitalization
Agreement described in Note 5.  The expiration dates on these warrants were extended to
March 2018, in lieu of the indefinite terms previously used related to the note payable described
in Note 4.  In March 2008, the Company issued 3,400,000 warrants with an exercise price of
$0.75 to remaining holders of Series B preferred shares after the initial phase of the
Recapitalization Agreement was completed.  The Company redeemed 454,032 warrants during
the Recapitalization Agreement.  At December 31, 2008 and 2007, the Company had
outstanding warrants granting holders the right to purchase 6,509,753 and 3,563,784 shares of
common stock, respectively.
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EDUCATION NETWORKS OF AMERICA, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 7 - OPTION PLAN AND WARRANTS (Continued)

A summary of the Company's warrant activity and related information for the years ended
December 31, 2008 and 2007 follows:

2008 2007

Shares

Weighted
Average
Exercise

Price Shares

Weighted
Average
Exercise

Price

Outstanding at beginning of year 3,563,784 $ 0.27 3,563,784 $ 0.27
Granted 3,400,001 0.75 - -
Exercised and repurchased (454,032) 0.27 - -

Outstanding at end of year 6,509,753 0.52 3,563,784 0.27

Exercisable at end of year 6,509,753 $ 0.52 3,563,784 $ 0.27

The following tables summarize information about warrants outstanding at December 31, 2008
and 2007:

Range of
Exercise Price

Number
Outstanding
at 12/31/08

Weighted-Average
Remaining

Contractual Life

Weighted-
Average
Exercise

Price

Number
Exercisable
at 12/31/08

Weighted
Average
Exercise

Price

$ 0.24 - 0.24 2,830,395 9.29 years 0.24 2,830,395 0.24
0.50 - 0.50 279,357 7.33 years 0.50 279,357 0.50
0.75 - 0.75 3,400,001 9.33 years 0.75 3,400,001 0.75

6,509,753 6,509,753

Range of
Exercise Price

Number
Outstanding
at 12/31/07

Weighted-Average
Remaining

Contractual Life

Weighted-
Average
Exercise

Price

Number
Exercisable
at 12/31/07

Weighted
Average
Exercise

Price

$ 0.24 - 0.24 3,243,640 * years 0.24 3,243,640 0.24
0.50 - 0.50 320,144 * years 0.50 320,144 0.50

3,563,784 3,563,784
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 7 - OPTION PLAN AND WARRANTS (Continued)

* As these warrants were issued prior to SFAS 123(R), no compensation expense has been
recognized.  The average life of these warrants has been deemed to be indefinite at December
31, 2007, due to expiration date being tied to the availability of the line of credit described in
Note 4.  This line of credit does not have an expiration date.

Information related to the warrants during each year follows:

2008 2007

Intrinsic value of warrants exercised $ 332,909 $ -
Cash received from warrants exercised $ 121,122 $ -
Tax benefit realized from warrants

exercised $ - $ -
Weighted average fair value of warrants

granted $ 0.75 $ -

As of December 31, 2008, there was no unrecognized compensation cost related to nonvested
warrants.

During 2007, the Company cancelled 6,000,000 vested options with a strike price of $0.50 held
by an officer of the Company.  The officer in turn purchased 3,000,000 shares of common stock
at $0.04 per share through cash and a note payable.  In addition, the Company issued 3,000,000
shares of common stock to the officer.  Compensation expense of $120,000 was recorded for this
transaction during 2007.

NOTE 8 - STATE CONTRACTS

On July 1, 2007, the Company entered into a 48-month contract with Greeneville City Schools.
Under this contract all Tennessee school districts are able to purchase services.  As a result 131
of the 140 Tennessee school districts signed a cooperative purchasing agreement.  The service
began on July 1, 2007 with an original expiration date of June 30, 2011.  The contract, through a
second amendment dated August 2008, was subsequently extended through June 30, 2012. The
contract has been, and is expected to continue to be, supplemented with Federal funding under
the E-Rate discount program as administered by the Schools and Libraries Division ("SLD") of
the Universal Service Administrative Company.  E-Rate funding is expected to be awarded
annually; however, there can be no assurances that the scope and amount of awards and
funding will continue in the future.
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December 31, 2008 and 2007

NOTE 8 - STATE CONTRACTS (Continued)

On February 18, 2005, the Company entered into a 24 month contract with the Indiana
Department of Education to provide Internet access service to all the K through 12 public
schools . in . the . state. .  . The . service . began . on . July . 1, . 2005 . with . an . original . expiration . date . of
June .30, .2007. The .contract, through a first amendment .dated .February 2006, .was .subsequently
extended . through . June . 30, . 2010. .  . The . contract, . as . amended, . provides . for . maximum . total
revenues of $35.0 million to be received from the Indiana Department of Education over the life
of the contract.  The contract has been, and is expected to continue to be, supplemented with
Federal funding under the E-Rate discount program.  E-Rate funding is expected to be awarded
annually; however, there can be no assurances that the scope and amount of awards and
funding will continue in the future. 

On February 7, 2007, the Company entered into a 36-month contract with Orange County
Public Schools in Florida to provide Internet access service to all the K through 12 public
schools in the county.  The service began on July 1, 2007 with an original expiration date of June
30, 2010.  The contract, through a first amendment dated May 8, 2007, was subsequently
extended through June 30, 2011.  The contract, as amended, provides for maximum total
revenues of $15.2 million to be received from Orange  County Public Schools over the life of the
contract.  The contract has been, and is expected to continue to be, supplemented with Federal
funding under the E-Rate discount program.  E-Rate funding is expected to be awarded
annually; however, there can be no assurances that the scope and amount of awards and
funding will continue in the future.

The contracts with Greeneville City Schools and Orange County Public Schools originally
required performance bonds.  The Greeneville performance bond was released subject to
certain conditions in the August 2008 amendment noted above.  The Orange County bond
remains in place, although all collateral was returned to the Company in 2008.  Collateral for
these bonds totaled $0 and $3,112,748 at December 31, 2008 and 2007, respectively.

NOTE 9 - CONCENTRATION OF CREDIT RISK

During the years ended December 31, 2008 and 2007, the Company's significant customers
accounted for the following revenues and accounts receivable:

2008

Customer

% of Total
Gross

Income

% of Gross
Accounts

Receivable

Schools and Libraries Division of the Universal
Services Administrative Company %53.2 %76.7

Orange County Public Schools %8.9 %3.2

Indiana State Department of Education %8.3 %9.3
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 9 - CONCENTRATION OF CREDIT RISK (Continued)

2007

Customer

% of Total
Gross

Income

% of Gross
Accounts

Receivable

Schools and Libraries Division of the Universal
Services Administrative Company %62.6 %77.1

Tennessee State Department of Education %8.3 %-

Indiana State Department of Education %7.0 %9.0

Orange County Public Schools %3.5 %2.6

NOTE 10 - INCOME TAXES

The provision (credit) for income taxes consists of the following:

2008 2007
Tax Expense

Current $ 1,270,487 $ 3,514,496
Deferred 75,473 (694,024)

Total tax expense $ 1,345,960 $ 2,820,472

The composition of the deferred tax assets and liabilities in the accompanying
consolidated balance sheets is as follows:

2008 2007
Current deferred tax asset

Allowance for doubtful accounts $ 19,188 $ 19,188
Accrued liabilities 199,615 471,210

Net current deferred tax asset $ 218,803 $ 490,398

Noncurrent deferred tax asset
Differences between book and tax property

and equipment basis $ 738,834 $ 542,712

Net noncurrent deferred tax asset $ 738,834 $ 542,712
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2008 and 2007

NOTE 11 - COMMITMENTS AND CONTINGENCIES

The Company leases certain of its facilities and equipment.  Rent expense charged to continuing
operations for 2008 and 2007 was $456,577 and $443,894, respectively.  

Minimum lease commitments are as follows:
Operating

Lease
Payments

2009 $ 448,839
2010 30,522
2011 2,922

$ 482,283

During 2008, the Company received approximately $1,500,000 in insurance proceeds.  This
amount has been included in Selling, General and Administrative Expenses on the
Consolidated Statements of Income.

NOTE 12 - RELATED PARTY TRANSACTIONS

Transactions involving related parties not otherwise disclosed herein include payments for
legal fees of $251,120 in 2008 and $271,113 in 2007  to a stockholder’s law firm and payments for
consulting and non-compete agreement to a former officer of $363,938 in 2008 and $361,030 in
2007.
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AUGUST 10, 2009

Region 1: Southern Indiana Education Service Center

Petersburg ES

Pike Co Sch Corp Ofc

Pike Central MS
Otwell ES

Winslow ES

Pike County

School Corporation

To Indianapolis

North Knox Sch Corp 

Ofc

North Knox Central ES

North Knox East ES 

and Jr HS

North Knox HS

North Knox West ES

North Knox 

School Corporation

To Indianapolis

Northeast Dubois HS 

Outside

Dubois MS
Northeast Dubois Co 

Sch Corp Ofc

Dubois ES

Celestine ES

Northeast Dubois County

School Corporation

To Indianapolis

Pike Central HS

AUGUST 10, 2009

Switzerland Co ES

Region 2: Wilson Education Service Center

Southwestern MS/Sr 

HS

Southwestern-Jefferson 

Co Consolidated Sch 

OfcSouthwestern ES

Southwestern-Jefferson

County Consolidated

To Indianapolis

Switzerland Co Sr HS

Switzerland Co Sch 

Corp Ofc

Jefferson-Craig ES

Switzerland Co MS

Switzerland County

School Corporation

To Indianapolis



AUGUST 10, 2009

Region 3: West Central Education Service Center

Brown County

School Corporation

Brown Co Sch Corp 

OfcBrown Co HS

Brown Co Junior HS
Nashville ES

Helmsburg ES

Sprunica ES

Van Buren ES

To Indianapolis

Eastern Greene

Schools

Eastern Greene ES

Eastern Greene HS

Eastern Greene Sch 

Ofc

To Indianapolis

Linton-Stockton ES

Linton-Stockton HS

Linton-Stockton Jr HS

Linton-Stockton Sch 

Corp Ofc

Linton Stockton

School Corporation

To Indianapolis

M S D Shakamak Sch 

Ofc

Shakamak ES

Shakamak Jr-Sr HS

MSD Shakamak

Schools

To Indianapolis

Gosport ES

McCormick's Creek ES

Owen Valley Comm HS

Owen Valley MS

Patricksburg ES

Spencer ES Inside

Spencer-Owen Comm 

Sch Ofc

Spencer-Owen 

Community Schools

To Indianapolis

AUGUST 10, 2009

Region 4: East Central Education Service Center

Deerfield ES

Lee L Driver MS

Winchester Comm HS 

Inside

Randolph Central Sch 

Corp Ofc

Willard ES

Greater Randolph 

Interlocal Cooperative 

(GRIC)

O R Baker ES

Randolph Central

School Corporation

To Indianapolis

North Side ES

Union City Comm HS

West Side MS

Randolph Eastern Sch 

Corp Ofc

Randolph Eastern

School Corporation

To Indianapolis

Randolph Southern ES

Randolph Southern Jr-

Sr HS

Randolph Southern Sch 

Corp Ofc

Randolph Southern

School Corporation

To Indianapolis



AUGUST 10, 2009

Region 5: Wabash Valley Education Service Center

Benton Central Jr-Sr 

HS

Boswell ES

Fowler ES

Otterbein ES

Prairie Crossing ES

Benton Comm Sch 

Corp Ofc

Oxford ES

Benton Community

School Corporation

Clinton Prairie Jr-Sr HS

Clinton Prairie ES

Clinton Prairie

School Corporation

To Indianapolis

Frontier ES

Frontier Jr-Sr HS

Frontier Sch Corp Ofc

Frontier School

Corporation

To Indianapolis

Tri-Co Intermediate Sch

Tri-Co MS-Sr HS

Tri-Co Primary Sch

Tri-County School

Corporation

To Indianapolis
Pine Village ES

Warren Central ES

Williamsport ES

M S D Warren Co Ofc

Seeger Memorial Jr-Sr 

HS

MSD Warren

County

To Indianapolis

To Indianapolis

Ladoga ES

New Market ES

South Montgomery 

Comm Sch Corp Ofc

Southmont Sr HS

Walnut ES

Waveland ES
South Montgomery

Community School

Corporation

To Indianapolis

AUGUST 10, 2009

Region 6: Northwest Indiana Education Service Center

East Porter Co Sch 

Corp Ofc

Kouts ES

Kouts MS/HS

Morgan Township ES
Morgan Township MS/

HS

Washington Twp ES
Washington Twp MS/

HS

East Porter County

School Corporation

To Indianapolis

DeMotte ES

Kankakee Valley HS

Wheatfield ES

Kankakee Valley

School Corporation

To Indianapolis

South Newton Sr HS

South Newton

School Corporation

Lincoln ES

North Newton

School Corporation

Hanover Central HS

Hanover Community

School Corporation

To Indianapolis

To Indianapolis

To Indianapolis



AUGUST 10, 2009

Eastern Pulaski ES

Winamac Comm HS

Eastern Pulaski Comm 

Sch Corp Ofc

E Pulaski Community

School Corporation

Region 7: Northern Indiana Education Service Center

Bremen Elem/MS

Bremen Public Sch Ofc

Bremen Public

Schools

To Indianapolis

To Indianapolis

West Central ES

West Central MS

West Central Sch Corp 

Ofc
West Central Sr HS

West Central 

School Corporation

To Indianapolis

John Glenn School

Corporation

Harold C Urey MS John Glenn HS

John Glenn Sch Corp 

Ofc

North Liberty Sch

Walkerton ES
To Indianapolis

Argos Comm Jr-Sr HS

Argos Community

Schools

To Indianapolis

Wawasee HS

Wawasee Community

School Corporation

To Indianapolis

Wa-Nee Community Schools

Nappanee ES

North Wood HS

Wakarusa ES

Woodview ES

To Indianapolis

Westview Jr-Sr HS

Westview School

Corporation

Jimtown North ES

Baugo Community

Schools

To Indianapolis

To Indianapolis

AUGUST 10, 2009

Region 8: Central Indiana Education Service Center

Central Noble Community

School Corporation

Albion ES

Central Noble Comm 

Sch Corp Ofc

Central Noble HS

Central Noble MS

Wolf Lake ES

To Indianapolis

Adams Central Comm 

Sch Ofc

Adams Central

Community Schools

To Indianapolis

East Noble 

School Corporation

Avilla ES and MS

East Noble HS

Laotto ES

North Side ES
Rome City ES and MS

Wayne Center ES

Kendallville Central Mid 

Sch

East Noble Sch Corp 

Ofc

South Side ES

To Indianapolis



AUGUST 10, 2009

Hebron Branch Library
Kouts Branch Library

Portage Branch Library

Porter Co Main Library 

Outside

South Haven Branch 

Library

Porter Co Public

Library System

Dillsboro Public Library

Aurora Public

Library System

To Indianapolis

To Indianapolis

Boonville-Warrick Co 

Main Library

Boonville-Warrick County

Public Library

To Indianapolis

Princeton Public Library

Princeton Public Library

To Indianapolis
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