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EXECUTIVE SUMMARY

Zelenkofske Axelrod LLC, (ZA) was engaged to survey county /city 9-l-1 agencies to solicit
furancial data" both revenues and expenses, and summarize responses in an attempt to identiff
whether 9-1-1 wireline, VOIP, and wireless revenue sources were sufficient to fund the cost of
operations. The following is a brief summary of our observations based on our analysis of
responses:

1) Wireline tariffrates have not been changed since the inception of Act 78; for the 35

PSAPs responding, costs exceed revenues by $65,520,509. h addition, as wireline
substitutq Act72 of 2008 did not provide for continuity of 9-1-1 revenue. Act72
established the VOIP 9- I - I charge at $ I .00 per month, regardless of class of county. In
62 of 67 counties, the wireline contribution rate is either $1.25 or $1.50.Thus, as tners
change from landline (wireline) use to VOIP, revenue from those users decreases.

2) Act 78 prohibits counties /cities from recovering the costs to house the 9-1-l systems

from tariffrevenue. Counties incur facilities costs (depreciatioq maintenance, utilities,
etc. to house 9-l-1 systems) and can not recover those costs.

3) Act 78 and Act 56 limit county/city reimbursement for administative costs to lo/o of
revenue. This restiction limits counties/cities from recoveri.g their actual adrninistative
costs related to 9-l -1 operations.

4) With the proliferation and advances in technology, capital needs as well as costs to
operate a 9-l-1 system that coordinates emergency resporuie has increased. Many
counties have been forced to issue general obligation debt to be paid for with county tax
dollars to fi:ndthe capital needs of 9-1-l operations. Wireline, VOIP, and wireless
revenues have been insufficient to cover operations, therefore little, if any capital needs

and related costs are funded by wireline, VOIP or wireless revenue sources.

5) The wireless 9-1-1 fees/revenue is inadequate to offset the reduction in wireline
(landline) use and the corresponding decrease in wirelineA/OlP revenue. The current

system does not address pre-paid phone (cell) usage, phone card usage, multiple phones

on a single plan, etc. and the $1.00 monthly fee is inadequate.

6) The cunent process of applying for Act 56 wireless funding does not provide forthe most

efficient and effective distribution of wireless revenue and does not provide for a stable

revenue source for counties/cities to plan and budget. In addition, wireless revenues and

wirelineA/OlP revenues have differing etigibility requirements for expenses which
creates confusion.

The above items represent only a brief synopsis of the observations and recommendations which

are discussed in more detail beginning on page 8 of this report.



BACKGROTIND

In 1990, the Perursylvania General Assembly passed "The Public Safety Emergency Telephone

Act of iggO (e.t 78). The legislationprovided for a statewide emergency numbe-r, 9-1-1, for any

individual within PA to gain fast, direct access to emergency aid. Act 78 required counties to

prepare and implement tf,e state's landline 9-l-1 system. In order to provide_funding for this

-*d"t", "oorri". 
are permitted to assess a fee, based on class of county, tolandline telephone

users on a monthly basis. Responsibility for the collection and remittance of fees assessed is

placed on landline telephone carriers.

In 2003, Act 56 was passed by the Pennsylvania General Assembly and required PEI{A to

developand implement an inLgrated statewide wireless E9-l-1 plan and_sylt"P.l:t 56 also

providid for a rironthly fee to be assessed to wireless telephone users to fund the initiative.

igain, wireless telephone service providers are required to collect the monthly fee from

sulscribers and remit such a fee to the Commonwealth of Pennsylvania. The Commonwealth

through PEMA, then distributes such funds based on an application and approval process based

on the availability of funds.

pennsylvania NENA & APCO along with support from CCAP, KElv{A and PEMA have engaged

Zelenkofske A.:<elrod LLC (ZA) a Pinnsylvania based regional CPA firm specializing in
providing govemmental services to state, county, city and local elrtities to develop a suryey

iuestionialre, solicit responses from County and CiU 9-1-1 administrative agencies,

tabulate/summ arizethefiscal results, review and evaluate the reliability of the data'provided, and

analyz-ethe results.

The following sections of this report summarize the results of the above process, describes the

methodologiJs employed, and provides a sunmary of our observations from our analysis ofthe

responses ita tn" summarized-data, and provides recorrmendations. Our analysis, observations

uod.""om-endations are based on our extensive experience and knowledge of county fiscal

operations as they relate to 9-1-1 systems.

As required by professional standards for public accounting firms, ZA is independent in this

engagement -a o* work product including this report is independent of the parties engaging us

to perform these services.



METHODOLOGY

ZA developed a survey questionnaire to attempt to capture all revenue sources as well as total

expenses incured in opeiating the 69 PSAPs. The survey requested financial revenue and

expenditue data in tlre formaisummartzedin Exhibits A & B iucluded in the results section of
this report for the calendar year 2008. Most responses received reflected financial information
for thecalendax year 2008 how"ver, for those cbunties where their latest tri-annual audit did not

cover calend"t ylrt 2008, their latest year (calendar 2007 or 2006) audited data was utilized.

ZAsentquestionnaires to all 69 PSAPs and received 35 responses from PSAPs as follows:

-Io 
RqEglndingType of PSA?

Cities
Counties:
1st class
2nd class
3rd class
4th class
Sth class
6th class
7th class
8th class

# of PSAPs
2

1

4
11

7
I
24
5
6

1

2
100o/o

50o/o

640/o

43o/o

560/o

50o/o

40o/o

33o/o

7
o
5
12
2
2

51o/o

ZA sumrnarized the 35 responses received andthose summaries are presented in the results

section of this report. ZA selected 20 of the 35 responses received ensruing PSAPs were selected

from each class io review and evaluate the reliability of the data provided by each PSAP

selected. ZA reviewed the data submitted by comparing the data to the respective PSAPs ti-
annnal 9-1-1 audit. If the tri-annual audit was not submittd-ZLutilized the latest tri-annual

audit available and county provided general ledger to reviewthe reasonableness of the data

submitted. For the 20 entities reviewed, ZA found the data to be reliable.

ZA then analyzed and evaluated the data using our extensive knowledge of co'unty 9-1-1 fiscal

operations. TLe results of our analysis and eviluation af,e summarized in the Observations and

Recommendations section of this report.



RESULTS

The results of the survey are summarized on the following two pages. Exhibit A summarizes the

35 responses received and breaks down the fiscal activity between wirelineA/OlP and wireless.

Exhibit B also provides a summary ofthe 35 responses received but firther segregates responses

by class of PSAP.



EXHIBITA
SUMMARY OF FISCAL RESPONSES



EXHIBIT B
SUMMARY OF FISCAL RESPONSES BY CLASS OF COUNTY'GIW



OBSERVATIONS A}TD RECOMMENDATIONS

1) WirelineA/OIP tariffrevenue is inadequate to cover PSAP operating and capital needs.

As can be seen from Exhibit A in the results section of our repor[ wirelineA/OlP
revenues for the 35 PSAP responding totaled 963,924,970 while eligible expenses totaled

$ 78,283,053. In addition, firJ35 PSAPs incurred $27,610,177 in salary fringes and

training costs that were eligible expenses but could not be recovered due to the limitation

in Act 78 that restricts such cost recoveries to 7|o/o of TelephoneA/OlP fees.

Furthermore, counties incurred other 9-1-l operating costs such as costs to house the 9-1-

I system, County admin costs. (both direct and indirect), capital costs funded by the

County and other costs which could not be recovered either due to cost limitations or

restictions in Act 78. Totat costs reported by the 35 PSAPs responding were

5129,445,479 or202%o of revenue.

ZA further noted in addition to the reported arnounts by the 35 PSAPs, many PSAPs do

not track the actual total costs to operate the 9-1-1 centers. Since most counties have to

subsidize line rate revenue with county tfl( revenues to adequately fimd 9-l-1 operations,

many of the costs in excess of line rate revenue paid for with county general fund ta:r

dollars are accounted for in the county's general fund and are not separately fracked and

were not reported as part of PSAPs responses. Such costs are:

County paid 9-1-l center salaries, fringes and training;

County direct and indirect administrative costs such as Treasurer/Cash Receipt

function, Controller/Accounting function, MIS/IT function" budgeting, intemal &
external audit, mail, commissioners/chief clerlg purchasing, contracting, human

resources, payroll, benefits, solicitor, etc.;

Capital costs firnded with county/city General Obligation debt where debt service is

paid by the general fund;

Cost to house the 9-l-l system which are unallowable per Act 78 and are therefore

paid by the County general fund;

Any other costs in excess of line rate revenue for which the county accounts for and

pays from the County general fund;

While not all responses provided these costs; these costs if reported would serye to

increase costs and thus increase the deficit ofrevenues versus expenses.

ZA further analyzed why this is occuning and concluded there are several factors

contributing to the revenue shortfall:



2)

a) Act 78 was passed in 1990 and established wireline mtes which counties/cities could
assess to firnd wireline 9-1-l operations. Those rates have been capped and not been

adjusted since 1990. However, PSAP costs have continued to rise over the past 20
years and now far exceed the revenue which can be generated from a capped rate to
fimd 9-1-1 operations. In fact, PSAP costs including health care, pension and

technology costs are rising at atate in excess of general inflation.

b) The proliferation of cell phone usage and VOIP, as well as its replacement of
landlines phones as the primary phone in many residences, has caused a decline in the

number of landlines in use and correspondingly has caused statio or declining
wireline revenues. Act 72 of 2008 established VOIP fees at $ I .00 per month
regardless of class of county. Because of the transition from landline use ($1.25 or

$1.50 per month based on class of Cormty) to VOIP or wireless ($1.00 per month

regardless ofclass ofcounty) revenues have been static or on the decline.

c) Technological and operational expectations and demands on the PSAP have expanded

greatly since 1990. PSAPs are now expected to do more than ever envisioned 20
years ago in a significantly more demanding tecbnological environment. The cost of
theses increased expectations are substantial and fall far behind the current revenues'

Still the citizens ofthe State demand the services.

Therefore there is a need to legislatively address the capped rates in Act 78. Looking
solely at wireline rates versus expenses would on the surface require a2A0o/o ta 250 %
increase in rates. However, because of the demographics of otu population in the state

which still uses landlines as their primary telecommunication, care needs to be exercised

not to place an undue burden on the elderly or less affluent socio-economic groups ofour
society. A more holistic approach needs to be taken to balance wireline, VOIP, and

wireless rates so that all residents of PA, regardless of how they access

telecommunication networks (ie. landline, VOIP, or cell phone) share equally inthe cost

of providing and operating our 9-1-1 system. This approach not only needs to address

wireline rates, but needs to consider the issues described in our observations which
follow.

Presently, counties are prohibited by Act 78 from recovering the costs to house a9-l-l
system. Based on the 35 responses received, countieVcities are spending 4-5% of lunre

rate revenue and2-3o/oof total costs to house 9-1-1 systems. In addition' for the same

reasons as cited in observation #l above, these costs as reported do not adequately

capture all costs to house 9-l-1 systems sinoe these costs are paid for and bome by the

Connty general fi:nd. Therefore, total costs for the 35 entities are even greater flnan4-So/o

of line rate revenue. Costs to house the system are clearly a cost to operate the system and

should be an eligible cost.



Therefore, there should be legislative amendments to Act 78 to pennit recovery of costs

to house 9-l-1 systems. Again, care needs to be exercised to restrict the extavagance of
the structr.res leased, acquired or built to house the system, but some basio formulas can

be apptied based on number of staff and geographic region to come up with a basis to

equitably permit the costs of housing 9-l-1 systems to be charged to line rate revenue as

an eligible expense.

3) Act 78 as implemented limits county/city reimbursement of administrative costs to l% of
revenue. This limitation provides for inad.equate funding of administrative costs and

needs to be increased. PSAPs are only recovering a fraction of direct administrative costs,

therefore, little if any ofthe County Central Service (overhead) costs attibutable to 9-1-1

center operations are able to be recovered. Exaurples of such county/city administative
deparhnent costs which support 9-1-1 operations include:

e Treasurer/Cash receipts function
r Controller/Accounting (cash,revenue, expense) function
o MISAT function
o Budgeting
o Internal/Extemal audit
o Mail
o CommissionerJChiefclerk
o Ptrchasing for county cental services depar0nents
o Contracting for cowtty central services deparbnents
o Human resource
o Payroll processing for county cental services departnent employees &9-l'l

employees
o Benefits for county central services department employees
o Solicitor
o Administrative support service overhead (ie. indirect costs)
r Building maintenance for counfy central services departrnents
o Building janitorial for cor:nty central services deparftnent employees
r Utilities of county centual services departnents
o lnsurance for county cenfual services deparfrnents
o Central Telephone
o print Shop
o Archives
o Risk management
o Fleet management

A portion of all the above listed cosB are incurred in support of effectively and efficiently
opirating a9-7-L system andtherefore are eligible costs and should be recoverable from
wireline, VOIP and wireless revenues.
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4) PSAP 9-1-1 revenue sources are inadequate to cover capital needs. With the proliferation

and advances in technology, capital costs oontinue to rise. Many courties have been

forced to issue general obligation debt, to be paid from county general fund tarc dollars, to
comply with federaVstate technology mandates. As stated in observation #l above, most
counties do not track these costs as 9-1-l costs since they have not been firnded with line
rate or wireless revenue, thereforg they have not been reporte.p as 9-1-1 expenses in the

suruey. However, to put this issue in perspective, one small 8t class county in response

to the survey indicated they need to complete a microwave project and improvements to

their antiquated county 9-1-l system at an estimated cost in excess of $3.8 million. This
particular county's 9-1-l revenues are $120,000-$140,000 annually thus depicting the

shortage of funding to cover capital needs.

This is certainly a more complex issue than merely trying to adjust rates to generate

sufficient revenue to cover the costs. Small nral counties with lower population density
pay a disproportionate share of the cost of a state-wide unified 9-1-l emergency response

system. Because County tax dollars have had to fimd 9-1-1 system capital needs, these

small cormty residents pay a higher price in the form of additional county taxes.

Therefore, there are those proponents who believe a state provided fi.rnding solution to the

9-1-l system capital needs is the answer. There are also those proponents advocating for
consolidation amongst some of the rural counties.

Whatever the answer, it is clear ttrat consideration must be given to providing sufficient
flrrrding for the capital needs of PSAPs.

Wireless fees/revenues are inadequate and should be on parity with wireline/VOlP fees.

Decreases in wireline use and corresponding decrease in revenue have.not been

adequately offset by wireless fee income. Act 56 and its implementation assessed a $1.00

per month fee on cellular phone users but failed to address the many issues inherent in the

use ofcell phone technology or the subsequent rapid advances. For exanrple, no fees are

assessed to pre-paid cell phone users; only one monthly fee is assessed to each family
plan with multiple phones.

These discrepancies as well as creating equalrty between fees assessed to wirelineA/OlP
and wireless users needs to be addressed in amendmentS to Act 78,56, and72.

Act 56 wireless revenues are collected centrally by ttre Cornrnonwealth of Pennsylvania

and are dishibuted by applications and PEIvIA approval of those application. The

amounts of applications have been in excess of the revenues collected by the

Commonwealttr thus indicating revenues are insufficient to meet the needs of PSAPS.

This cunent process of applying for and receiving PEIvIA approval, as well as the fact not

all approved applications are funded due to the insuffrciency of Act 56 revenue, does not

s)

6)

lt



provide for a stable revenue source for counties/cities to plan and budget. In fact, it--
makes it difficult, at best, to budget and plan for 9-1-l operations. Few, if any, public

services related to public health and safety are funded or budgeted in this matmer.

Therefore, the current methodology used to distribute wireless revenue needs to be

revised to some form of allocation or formula basis to create a stable revenue stream to

allow PSAPs to plan and budget more efficiently and effectively. As part of this process

of change, consideration strouta also be given to the differing eligibility requirements for

"xp"n""i 
paid ftom wireless revenue versus wirelineA/OlP revenue. We believe a single

eligibility list covering both wirelineA/OlP and wireless revenue would provi{9 th5; best

solutionio all PSAPs to operate an emergency response system (whether wirelineA/OlP
or wireless) in the most efficient and efflective mailner.
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