Middlefield’s Fiber Financing Costs
According to an email from MBI Director Eric Nakajima to the Middlefield Selectboard, the
total cost to build Middlefield’s fiber-to-the-home network would be $1.59M.1 The email goes
on to suggest that “you appropriate 1.01 M for the amount of debt to be authorized by your town.
This figure reflects the benefit of your town's allocation of a share of available state grant funds.”
Moreover, the town should consider “administrative fees” to issue the bonds of approximately
3% for up to $1M, or $30,000 in Middlefield’s case.
How will this $1.01M be financed, and how will it be paid off? According to the
WiredWest/MBI financial forum held in December 2014, the town would issue notes for a
portion of the total cost in years 1 & 2, on which it would pay interest at the nominal rate of 0.5
percent. At the end of year 2:


Town has the option of renewing notes into Years 3-4-5; pays interest plus minimal
principal (approximately 3.8% of principal in Year 3)



On project completion, town issues long-term bonds (assume interest rate 4%) 2

Assuming this information is accurate, the spreadsheet on the next page of how this would play
out in Middlefield employs the parameters above, including 3.8% principal in years 3-5 and 4%
interest from year 3 on. The town would have estimated up-front costs of $261,233 in the first
five years (when there would be no prospect of revenues from WiredWest or another ISP), and
total payments over the 20-year period would amount to $1,448,142.
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