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ARIZONA UNIVERSAL SERVICE FUND
NOTES TO FINANCIAL STATEMENTS

g Note 1 - Summary of Significant Accounting Policies (Cont'd):

: C. Cash and Cash Equivalents
Funds are invested with Fidelity Investmants in highly hquid money market funds.
investments in these money market funds are considered to be cash equivalents

¥ D. Use of Estimates

The preparaton of financial statements in conformity with generally accepted
: accounting priciples requires management to make estimates and assumptions that
i affect the reported amounts of assets and liabilities at the date of the financial
: statements ar ! the reported amounts of revenues and expense during the reporting
period Actua -esulits could differ from those estimates

E. income Taxes
The Organization 1s a non-profit organization exempt from federal income taxes

Note 2 - NECA Contract:

As stated-in the Contract, NECA is reimbursed under a fixed amount each fiscal year
plus any allowable variable costs, as defined. Such vanable costs include any tnips to
Phoenix, Arizona in excess of two-person-trips during the imtial fiscal year, auditing of
carriers off-site from NECA, and other reasonable and necessary expenses incurred by
NECA in performance of services, including payments to an independent accountant for
an annual audit, extraordinary legal work provided by external counsel and taxes.
application fees, licensing fees, and similar expenses. Durning the period May 1. 1997
through December 31, 1997 there were no variable expenses. the fixed amount totaled
$66,222.

NECA's duties include the following: monitoring AUSF payments. billing alt
telecommunication service providers any surcharges, preparing necessary forms for
reporting AUSF collections and disbursements, maintaining monthly records,
coordinating the collections and disbursement of AUSF moenies. distributing the annual
report to the commission, and assisting the independent auditor with the audit of the
AUSF.

The contract provides for reimbursable fixed costs of $40.067 for Fiscal 1988 and
$41,269 for Fiscal 1999 N
Note 3 - Concentration of Credit Risk:
The Organization maintains a portion of its cash and cash equivalents in bank deposit
accounts which, at times, may exceed federally insured limits. The Organization has
not experienced any losses in such accounts. The Organization places its money
market accounts in high quality inshtutions.  Therefore. the Organization believes it 1s
not exposed to any sigmificant credit risk on its cash and cash equivalents
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ARIZONA UNIVERSAL SERVICE FUND
NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies:
Significant accounting policies utilized by Arizona Universal Service Fund in the
preparation of the accompanying financial statements are summanzed below

A. Nature of Organization

In 1996, the Arizona Corporation Commission adopted rules (A A.C. R14-2-1201 et
seq ) establishing the Arizona Universal Service Fund (the "AUSF” or "Fund”). This
Fund, which was established to ensure the continued avaiability of basic telephone
service at reasonable rates, is an assessment on all telecommunication service
providers that nterconnect with the public switched network in Arizona The USF
Charge is coliccted by telecommunications service carriers and paid, via a monthly
remittance acvice. to the National Exchange Carrier Association, inc. ("NECA”),
which in February 1997 was selected by the Arizona Corporation Commission (the
"ACC") to act ss Fiscal Agent of the Fund. Per the Contract for Services as Fiscaf
Agent (The “Contract”) signed in February 1997, NECA will act as Fiscal Agent for
the period January 1. 1997 through December 31, 1989. For the period May 1, 1997
through December 31, 1997 the only carnier authorized to receive support by the
Arizona Corporate Commission is Citizens Telecommumcations Company of the
White Mountain, inc.

The initiai period of the Fund is from May 1, 1997 through December 31, 1897. Per
Cecision No. 60169, the ACC ordered that the USF Charge for the initial period
would be $0.025386 per access line, $0.25386 per interconnecting trunk, and
0.2958% of intrastate toli revenue. Upon issuance of Decision No. 60547 in
December 1997 by the ACC. Fiscal 1998 (January 1, 1998 through December 31,
1998) assessments were decreased to $0.01345 per access line, $0.13450 per
interconnecting trunk and 0.1881% of intrastate toll revenue.

B. Basis of Presentation

The Organization’s financial statement presentation follows the recommendations of
the Financial Accounting Standards Board in its Statement of Financial Accounting
Standards SFAS No. 117, "Financial Statements for Not-for-Profit Organizations.”
SFAS No. 117 establishes standards for external financial reporting by not-for-profit
organizations and requires that resources be classified for accounting and reporting
purposes into three net asset categories according to externally imposed restrictions.
For period May 1, 1997 through December 31, 199A the Organization had
accounting transactions in one of the net asset categories. as follows: ‘

Unrestricted net_assets - Net assets that are not subject to donor imposed
restrictions.




ARIZONA UNIVERSAL SERVICE FUND
STATEMENT OF CASH FLOWS
FOR THE PERIOD MAY 1, 1997 THROUGH DECEMBER 31, 1997

Increase in Net Assets

Adjustments to reconcile change in net assets $ 73,444
to net cash provided by operating Activities:
Accounfs receivable - (45,850)
Accounts payable - 10,080
Net Cash Provided by Operating Activities 37,654
Increase in Cash and Cash Equivalents 37,654

Cash and Cash Equivalents at Beginning of Period -

Cash and Cash Equivalents at End of Period $ 37,654

The Notes to Financial Statements are an integral part of this statement.




FOR THE PERIOD MAY 1,

Unrestricted Revenues:
‘Revenue received from carriers

Intetest income -

Total Revenue

 Expenses!
Program Services:
Carrier suppc}rt
P*rov:smn for doubtful accounts

NECA»G@WM!S&B‘UV& fee

Audit fae
Total Suppomng Services

Total Expenses
- i;m're:as'e in Unrestricted Net Assets
Net Assets - May 1, 1997

 Net Assets - December 31, 1997

3

97 THROUGH DECEMBER 31, 1997

$ 762,356

763,946

606,130
8,090

66,222
76,282

» 73,444




ASSETS
‘Current Assets: . )
Cash and cash equivalents
Accounts receivable (net of allowance
for uncollectable accounts of $8,090)

Total Assets

LIABILITIES AND NET ASSETS

 Current Liabilities:
Accounts payable and accrued expenses

Net Assets - Unrestricted

Total Liabilities and Net Assets
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INDEPENDENT AUDITORS’ REPORT

To the Anizona Corporation Commission
Utilities Division,
Arizona Universal Service Fund:

We have audited the accompanying statement of financial position of Arizona Universal Service
Fund as of December 31. 1997, and the related statements of activities and cash flows for the
period May 1, 1997 through December 31, 1997. These financial statements are the
responsibility of the Organization's management. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit inciudes examining,
" on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Arizona Universal Service Fund as of December 31, 1897, and the
results of its activities and its cash flows for the period May 1, 1997 through December 31, 1997
in conformity with generally accepted accounting principles.

y ' P S <~
| A 7 L
November 28, 1998 '

100 Overlook Center, Princeton, NJ 08540 USA
Tel: 609.520.1188 & Fax: 609.520.9882 ¢ E-mail: wsbpri withum.com
Offices in New Jersey, New York & Pennsylvania
www. withum.com
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