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 INDEPENDENT AUDITOR’S REPORT 
 
 
TO:   THE OFFICIALS OF INTELENET COMMISSION 
 
 

We have audited the accompanying basic financial statements of the Intelenet Commission as of and 
for the years ended June 30, 2002 and 2003, as listed in the table of contents.  These financial statements are 
the responsibility of the agency's management.  Our responsibility is to express an opinion on these financial 
statements based on our audit. 
 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States.  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 includes 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 the Intelenet Commission as of June 30, 2002 and 2003, and the changes in financial 
position and cash flows for the years then ended in conformity with accounting principles generally accepted in 
the United States of America. 

 
The Management’s Discussion and Analysis is not a required part of the basic financial statements but 

is supplementary information required by the Governmental Accounting Standards Board.  We have applied 
certain limited procedures, which consisted principally of inquires of management regarding the methods of 
measurement and presentation of required supplementary information.  However, we did not audit the informa-
tion and express no opinion on it. 
 
 STATE BOARD OF ACCOUNTS 
 
January 6, 2004 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 
This section of the Intelenet’s annual financial report presents an overview of the Intelenet Commission and 
discussion and analysis of the Intelenet’s financial performance for the year ended June 30, 2003.  Please read 
it in conjunction with the Intelenet’s financial statements, which follow this section. 
 
OVERVIEW OF THE INTELENET COMMISSION 
 
 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This financial report consists of three parts: management’s discussion and analysis (this section), the basic 
financial statements, and the notes to the financial statements. 
 
Intelenet’s financial statements are prepared on an accrual basis in conformity with accounting principles 
generally accepted in the United States of America (GAAP) as applied to government units.  Under this basis 
of accounting, revenues are recognized in the period in which they are earned, expenses are recognized in the 
period in which they are incurred, and depreciation of assets is recognized in the Statements of Revenues, 
Expenses, and Changes in Net Assets.  All assets and liabilities associated with the operation of the Intelenet 
Commission are included in the Statement of Net Assets. 
 
The financial statements provide both long and short-term information about Intelenet’s overall financial 
status.  The financial statements also include notes that explain some of the information in the financial 
statements and provide more detailed data. 
 
FINANCIAL HIGHLIGHTS 
 

Intelenet’s net assets increased by $1,302,000 resulting primarily from the continued increase in the 
Indiana Telecommunications Network services to state agencies, K-12 school corporations, public 
libraries and other authorized users now totaling 1,800 sites .  ITN Operating Revenues increased to 
$18,769,500, with the corresponding ITN Costs totaling $11,531,600 for Fiscal Year 2003. 

 
Access Indiana Gateway Services gross revenues increased to $19,427,800 and A.I. Net Revenues 
totaled $348,400 for Fiscal Year 2003.  Intelenet’s customers took advantage of the steadily increasing 
depth of available Access Indiana on-line transactional services throughout the year.  

 
Intelenet Commission’s Operating Expenses for Fiscal Year 2003 totaled  $2,251,800, a slight 
decrease from the prior fiscal year’s total of $2,318,300. 

 
Interest Income from Intelenet’s investments of K-12 school corporation and public libraries state 
grant funds and USF funds totaled $175,800 for Fiscal Year 2003, decreasing from the prior year’s 
total of $331,300 and reflecting the overall decline in interest rates during the year. 

 
2004 Outlook: Certain factors that may affect future results: 
 
Outlook: Certain factors that may affect future results: 
 
The Intelenet Commission has lowered ITN monthly service prices effective with the beginning of Fiscal Year 
2004.  These price changes are projected to reduce net income by approximately $100,000 per month.  It is 
anticipated that the revenue decrease is manageable, given the continuance of the present level of customer 
penetration. 
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Other Income 
 
The Intelenet Commission earned interest on certificates of deposit, money market certificates and a sweep 
account during Fiscal Year 2003, totaling $175,800.  This total was down markedly from the prior year’s total 
of $331,300 primarily due to the decline in interest rates and the reduced amount of state grant funds and USF 
funds held by Intelenet during the fiscal year. 
 
Net Income  
 
Intelenet’s Net Income for Fiscal Year 2003 totaled $1,302,170, down from the prior fiscal year’s total of 
$3,666,700.  Net Income equaled 2.6% of Total Operating Revenues. The primary difference was the timing of 
grant and USF revenues and expenses. 
 
Capital Assets and Debt Administration 
 
Capital Assets 
 
Intelenet’s capital assets consist primarily of equipment and infrastructure costs to support technology 
services.  As of June 30, 2003, Intelenet had invested $7,189,000 in capital assets that have a remaining 
depreciated value of $1, 827,400.  As compared to the prior year, this amount represents a decrease (including 
additions and disposals) of $158,800.   The Intelenet Commission invested in equipment and software to 
enhance the Indiana Telecommunications Network during Fiscal Year 2003.  Intelenet invested $394,000 in 
Sniffer Pro Network Monitoring equipment and software; and, $219,200 in an Accord Bridge (equipment and 
software) utilized to manage concurrent videoconferencing sessions over the network.  
 
 
Debt Administration 
 
On occasion, Intelenet enters into capital lease agreements to finance the purchase of capital assets 
or borrows money from related parties for short term financing of new services.  At June 30, 2003 
and 2002, Intelenet had an outstanding capital lease liability of $1,026,300 and $1,711,200.  At June 
30, 2003 and 2002, outstanding loans payable were $0 and $450,000. 
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INTELENET COMMISSION 
NOTES TO COMPONENT UNIT FINANCIAL STATEMENTS 

June 30, 2003 
(Continued) 

 
 

 
C. Leases 

 
1. Operating Leases 

 
The Commission has entered into an operating lease having initial or remaining noncancelable 
terms exceeding one year for the lease of its facilities.  Rental expenditures for this lease for the 
years 2002 and 2003 were $138,755 and $147,510 respectively.  The following is a schedule by 
years of future minimum rental payments as of June 30, 2003: 
 

 

2004 250,974$       
2005 134,857         
2006 112,694         
2007 42,457           

Total 540,982$       

Beginning Ending
Fiscal Year 2001-2002 Balance Increases Decreases Balance

Business-type activities

Capital assets, being depreciated:
     Machinery and equipment 5,400,752$    818,940$     -$                 6,219,692$  

     Less accumulated depreciation for:
          Machinery and equipment 3,014,640      1,218,823    -                   4,233,463$  

Total business-type capital assets, 
     being depreciated, net 2,386,112$    (399,883)$    -$                 1,986,229$  

Fiscal Year 2002-2003

Business-type activities

Capital assets, being depreciated:
     Machinery and equipment 6,219,692$    969,308$     -$                 7,189,000$  

     Less accumulated depreciation for:
          Machinery and equipment 4,233,463      1,128,106    -                   5,361,569$  

Total business-type capital assets, 
     being depreciated, net 1,986,229$    (158,798)$    -$                 1,827,431$  
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INTELENET COMMISSION 
NOTES TO COMPONENT UNIT FINANCIAL STATEMENTS 

June 30, 2003 
(Continued) 

 
 

2. Capital Leases 
 
The primary government has entered into various capital leases for an equipment procurement 
contract and master capital lease agreement in 1998 for telecommunications switching equipment 
and other equipment for the statewide backbone network.  Future minimum lease payments and 
present values of the net minimum lease payments under these capital leases as of June 30, 
2003, are as follows: 
 

 
Assets acquired through capital leases still in effect are as follows: 

 

 
D. Long-Term Obligations 

 
Changes in Long-Term Obligations 
 

 
 

2004 696,689$       
2005 381,404         
2006 5,887             

          Total minimum lease payments 1,083,980      

Less amount representing interest 57,677           

Present value of net minimum lease payments 1,026,303$    

Property and equipment 4,923,423$    
Accumulated amortization (3,710,734)     

Total 1,212,689$    

Amounts
Due Amounts

Balance Balance Within One Due
July 1 Increase Decrease June 30 Year Thereafter

2001-2002:
Capital Leases 1,612,454$    711,541$       (612,836)$      1,711,159$    1,099,635$    611,524$     

2002-2003:
Capital Leases 1,711,159$    414,991$       (1,099,847)$   1,026,303$    646,753$       379,550$     


