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Good afternoon, | am Douglas E. Hill, Executivedator of the County Commissioners
Association of Pennsylvania (CCAP). The Associata non-profit, non-partisan association
providing legislative, educational, insurance, teslbgy, research, and other services on behalf
of all of the Commonwealth’s 67 counties.

It is my pleasure to appear before you again tegarecounties’ comments on House Bill 911,
the rewrite of Chapter 53 of Title 35, commonly Wmoas the 911 Emergency Telephone Act. A
comprehensive rewrite of the act is the top counityrity for 2015. | want to acknowledge the
time and effort the Committee has devoted to tfigte and particularly to acknowledge the
work of the Chairman and Committee staff in reviegvihe legislation as it came from the
House, in developing further amendatory languagé ,ia their collaboration with us in

reviewing their suggestions and ours.

The bill represents nearly two years of substantisek among CCAP, 911 professionals,
PEMA, legislative committees, the communicatiordustry and other interests. Our mutual
objectives include the ability to accommodate afrent communication technologies including
social networking platforms, ability to anticipated fold in future technologies, consolidation of
core elements of the system, and improvement ircandolidation of funding streams.

We have presented on 911 before this Committeeudtipte occasions, and so we are
comfortable with your awareness of the 911 systegeneral, counties’ role as the provider of
911, the disjointed and siloed nature of the statad the need to position the system to take
advantage of next generation technologies. Our negsint appearance was in February, where
the focus was on system finances.

Since then, we have focused in the House on inttomtuof H.B. 911, which takes into account
recommendations and commentary from this Commattekothers. Our goal remains to have
legislation on the Governor’s desk well in advaatéhe June 30 sunset of provisions of the
current law.

House Bill 911 addresses the three objectives wd teesee in comprehensive legislation:
Improving 911 system administration by combinirigsiand preparing for next generation
technologies; sorting out governance mechanismasfoect counties’ role as providers of the
system while balancing our broader interests ofdaioation statewide; and working toward a
sustainable and equitable fee and attendant fingrstructure.

The bill satisfactorily addresses the first twdlodse objectives and gives us an opportunity for
discussion on the third, and so we supported Hpassage of the legislation.

Following House passage, we have spent time witir@an Vulakovich and Committee staff,
undertaking detailed review of the legislation gavith concerns and priorities expressed by the
Chairman and others he has spoken with in the 8eAppended to this testimony is an outline
of issues that will form the basis of our oral coemtary before the Committee today.

The remainder of these written remarks will addsamentary from the February hearing and

in many of our subsequent conversations in the elaedlecting concerns that remain regarding
the fee structure and particularly the proposedttedf. These written remarks focus on the
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finances of the 911 system from the perspectivdssbdric foundation, current finances, and
future need.

The context is the recognition that for countiég, bottom line is a significant and growing
backfill of local property tax dollars needed teked11 systems operational for their residents
and for all those who visit or travel through theammunities, particularly given the intent of
the original law for the subscriber fee to fullyntball eligible costs. The need to address the
funding stream is immediate, and will reach crsigportions if action is delayed past the June
30, 2015, expiration of the wireless telephone suber surcharge.

Funding M echanism: Description

The funding structure is a monthly surcharge orelvie, wireless (standard and pre-paid) and
VolIP subscribers, ranging from $1.00 to $1.50 pentin for wireline, and set at $1.00 per
month for wireless and VolP, and $1.00 per transador prepaid wireless (including either
purchase of a prepaid wireless device or purchbsertes).

The wireline rates are established by each codihtg.variance in wireline rates is set in the
statute: The maximum rate in 1st class, 2nd ctass$ 2A counties is $1.00; the maximum in 3rd
through 5th class counties is $1.25, and the maxinmu6th through 8th is $1.50. The monthly
rates for wireless and VolP, along with the pensiction rates for pre-paid wireless, are set
statutorily statewide (there is no county acti@myl are a flat $1.00.

Funding M echanism: History

It is important to note at the outset that countiesognizing the inability of municipal
government to effectively or efficiently providerfstatewide access to 911 services, requested
the legislative mandate to provide the servicéatcbunty level, ultimately enacted as the Public
Safety Emergency Telephone Act (Act 78 of 1990)yekurn, counties requested and statutorily
received a funding mechanism intended to be seafftdio fully fund all allowable 911 costs the
counties incurred. Apart from counties absorbirgaliiowed costs (bricks-and-mortar, housing
overhead, and a portion of personnel and trainkpgreses), there was no requirement for county
match nor was there a presumption that there woellstranded costs for the counties to absorb.

Given the then-prevalent technology, the origir@d@ law dealt exclusively with wireline;
wireless was a small and exclusive market and \dadmot exist. The primary rate-setting
mechanism in the act was individual county-propasedthly surcharge rates, subject to Public
Utility Commission approval. The fee is collectedthe telephony provider, and is remitted
directly to each county based on the subscribéngiaddress.

The law provided for each county to develop its 9¢dtem budget and calculate the rate
necessary to fully fund its statutorily-allowablasts, and then submit its documentation to the
PUC. The PUC in turn, after close review, determiitiee county’s final rate.

Throughout legislative consideration of the bilitlvecame Act 78, the PUC rate-making system
was the proposal’s exclusive funding provisiorwdis only when the bill went to conference
committee that the final report added — in additmthe PUC process — the $1.00/$1.25/$1.50
caps.
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Still, in the initial years, the PUC-approved ambumeach county was sufficient to cover all
allowable costs, and it was not until the broadlipudcceptance of wireless, and the market
effects of that transition, that the wireline-bagaading system became inadequate.

Public adoption of wireless technology had thremificant effects. First, a core safety standard
for 911 is to be able to identify the point of anigf calls to aid in dispatch. However, unlike
wireline phones, the wireless devices have no fegdiess and so required “enhanced 911" (E-
911) which originally was triangulation off cellwers and, later, GPS locator systems. The cost
of developing and installing these systems wasfgignt, well beyond the available wireline
funds. Further, these system upgrades had to &grated with existing wireline call-taking
systems, often requiring their replacement as well.

The second effect of wireless, although not as idiate, was a gradual plateau, and then
ultimately precipitous decline, of wireline revesués public adoption of wireless grew, new
installations of wireline slowed, and within a ftefaly short time frame the line counts began to
shrink as households abandoned wireline altogether.

The third effect of wireless was call volume. le thireline era, a highway accident generated
one or two calls as witnesses made their way tdoggaayphones. With the advent of wireless,
the same accident would generate a sizable voldmma&le and, because each had to be handled
properly despite redundancy, it increased bothpment and staffing costs.

We addressed our wireless issue with Act 56 of 2@@8ch established a statewide fee of one
dollar per month per wireless subscriber, and gesviols for planning and development of
wireless locator and response systems. The fesléected by the wireless provider and is
remitted to the Commonwealth, and then is redisted to the counties based on wireless plans
submitted to PEMA.

The fee was established statewide because, uniikéng, wireless billing addresses are not a
good indicator of the usage patterns or systemsedanobile devices. The grant mechanism
was used for distribution on the presumption thatfee would be sufficient to fully fund E-911
build-out, and so the planned costs developed bptees were presumed to be a fair indicator of
need. As a safe-guard, the original law provided, tto the extent a given year’s wireless
collections were insufficient to fund all of thagar’s cost, those costs would be carried forward
to the subsequent year and paid first-dollar odhat year’s receipts. In this context the fee
structure reflected, as did the original wireliee fa legislative intent that the fee fully fund
eligible county 911 costs.

And then with that problem barely solved, we fouvelhad comparable problems with Voice
over Internet Protocol (VolP) communications systeand counties again worked with PEMA,
emergency management professionals, and the igdostievelop Act 72 of 2008, which also
incorporates a one dollar per month wireless siliiscfee along with the tools for planning and
development of VolIP locator and response systerks.the wireless fee, it is a statewide
statutory levy; unlike the wireless fee, becauséJe for now a more static technology, its
revenues are redistributed to the counties baseldeosubscriber address.
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Finally, in response to growing use of prepaid {ess phones and attendant issues on the
changing means of their sale and deployment, A8tdf2010 clarified how the $1.00 monthly
wireless subscriber fee and related administratigéers apply to those devices.

Funding M echanism: Current I ssues
The two predominant current issues with the 911esy$unding mechanisms relate to structural
shortcomings in its administration, and the adeguddunding.

Administration issues encompass the fragmentedeafithe funding streams, and their lack of
responsiveness to system needs. One fund streaholly local, one funding stream is state-
collected and distributed based on a de facto ctitiyeegrant, and one funding stream is state-
levied and distributed based on billing addredsegithrough state collections or by direct
provider remittance to the county. Each of theswliftg streams has collection issues as well;
there is no ready means for counties to verify iaents or collections for the wireline fee,
PEMA has no clear capability to audit wireless @i/ collections, and collection patterns for
prepaid wireless are suspect.

Administration issues also point to distributioefiiiciencies. On one hand, wireline and VolP
distributions based on place of service are nohallyw equitable indicator of system need
(especially in smaller or less-densely populatachties). On the other, the stage has been
reached where the wireless fee is far from adecuadecoupled with the elimination of the act’s
carry-over provision, PEMA is now compelled to asvéunds based on pro-rata percentages of
requested funding. As a result, county plan subionsscan often be overly-robust in an effort to
maximize allocations from the limited funding pool.

Yet fund administration issues are far overshadoethe growing crisis in overall funding.
Funding inadequacies arise in several differentswhirst, the adoption of the flat rate fee
structure, coupled with the absence of any mechafos regular adjustment, did not envision
the potential for recurring capital costs, the exgaa@an of service levels based on volume, nor the
general rise in the cost of providing service.|Stibunties have managed to build and maintain
the system on a fee rate and structure that hasatatrially changed in 25 years.

The Legislative Budget and Finance Committee, 9r2@12 911 system report, found that the fee
now covers just 71 percent of system costs, artdhkanitial rates, if adjusted for inflation,
should be between $1.72 and $2.58. We note patéaie our disagreement with the LBFC
conclusion that the inflation-adjusted wireless &P rates should be $1.19 and $1.04
respectively; in fact, when those fees were adotbtegbroviders insisted that rates create no
competitive advantage, and so the $1.00 establifsiieghch actually reflects the least-common-
denominator from 1990. On that basis, wireless\an inflation rates should be $1.72 as well.

Second, at original enactment, there was a presamibtat there would be initial capital costs of
installing systems, but there was no recognitiothefshelf life of equipment or the likelihood of
regular changes in technology. Most equipment vg replaced on a cyclical basis, at minimum
when the vendor deems the system old enough tajpadead date is set for discontinuing
system support. Similarly, there was no anticipatbtechnological change, and so the
installation of E-911 locator systems, along with attendant personnel costs attached to the
higher calls-per-incident ratio, were unexpected.
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Third, changes in market as well as market satmdtave caused overall collections to plateau
and, in recent years, to actually erode. The nurabbusinesses and households in Pennsylvania
is relatively static, and the Commonwealth is ab@ar the saturation point in the net number of
subscribers for wireless. At the same time thedrgpiblic adoption of wireless in the 1990s
caused an equally rapid reduction in wireline ptspmeplacing corresponding $1.25 to $1.50
wireline fees with $1.00 wireless fees in half state. Likewise VolP, rather than adding new
lines, has become a direct replacement for wirgltedee trade-offs are comparable but the

fiscal effect is greater due to VoIP prevalencthimbusiness sector.

As a result of all of these factors, the currestsgucture fails to meet the original intent of
providing funding adequate to develop, operateraaihtain the system. The difference is made
up exclusively from county property tax dollars,anount that has begun to grow at a rapid and
unsustainable rate.

Emerging Fiscal Challenges

Apart from a stagnant fee structure and a stagmanitet against which the fee is assessed, the
911 system faces technology challenges, as wehatenges of a changing communications
marketplace.

The external technological challenge for 911 imntain currency in its capabilities to handle
next generation communications. We have investediircapabilities to handle wireless and
VoIP calls and locate the call origins. We are ri@ploying capability to receive text messages.
Our challenge in the near horizon is next genengfG911) technology, including video, non-
human (e.g. home and business monitoring systenfsta@ and others), or non-telephonic (e.g.
iPad or Skype) devices, and other as-yet unimagoedces. The public benefit of being able to
accept and process these contacts, and dispatahamabe incidents based on their capabilities,
is incalculable, but equally incalculable for naathe price tag attached to doing so.

We also have to understand and anticipate changés communications marketplace. Already
we are seeing changes in device usage, billingaedetbgies, and communications
methodologies that dilute or skirt the existing $&eicture. For example, what appears to our
subscriber-fee based system to be a three-line ®adBbmer may actually have 300 caller
devices behind it. Similarly, magicJack, Skype,dH@uch, and comparable devices may not
have an associated phone number or subscriptientbasgger the subscriber fee. And
communication devices that are wireless in oneecdriiut connect through broadband in
another blur the lines of fee administration.

Cost Savings Opportunities

While changing technology presents challengedsd presents clear opportunities. We can
maintain our status as a leading state in provisfaomprehensive 911 service by leveraging
new technologies — both to increase scope of sgraitd to provide service efficiencies. We
already have the fewest PSAPs per capita of agg Istate, and we have several counties that
contract with neighbors to provide 911. We have &astive projects deploying a common
broadband backbone among groups of counties, vetliclv them to use fewer switches
(interfaces with the telephone system), improvecali system redundancies, and serve as back-
up to each other, and under PEMA guidance all @r#maining counties have completed or
undertaken studies aimed to do the same. We areaggmged with PEMA in comprehensive
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NG911 planning, both to anticipate and determirstesy needs, and to find opportunities to
leverage technology to improve system efficiencies.

Counties’ assumption of 911 responsibilities akssutts in cost savings in one way that is not
normally acknowledged. In most other states, 9hlices are more broadly dispersed, provided
by a mix of county and municipal systems. By castiraur model almost from inception in 1990
consisted of county-based PSAPs, coupled with @sponding predominance of county, rather
than responder, dispatch. County dispatch has beatmost universal in recent years; a few
years ago Allegheny County assumed dispatch fo€ttyeof Pittsburgh while last year Dauphin
County assumed dispatch for Harrisburg and Cumiei@ounty assumed dispatch for Carlisle.
The bottom line is that municipalities’ police dejpaents and fire companies, and EMS
responders, benefit directly from the system antbnger have to bear this cost.

Recommendations. Operational and Administrative

House Bill 911 constitutes a full rewrite of thel9Rublic Safety Emergency Telephone Act. It
includes comprehensive revision of governance nreéshes, accountability mechanisms,
technology references, distribution of fees, and oh fees, and is intended to recognize that the
commonwealth and counties need not just to maimiairent systems, but to invest in the future
response capabilities based on technologies asaweitizen and corporate expectations.

It improves administration by removing the thrdessin existing law that treat wireline,
wireless/prepaid wireless and VoIP as separatetdagies for planning, funding, and audit
purposes. While development, deployment, upgrad@tenance, and operation of 911 systems
remains a local responsibility, under local owngrstnd control, PEMA gains strength as a
planning, regulatory, approval, funding disburset@ard oversight body.

A new 911 Board is established, replacing the mgsidvisory committees and composed of a
cross section of professionally-competent statgl]@and provider interests, along with members
of the General Assembly, providing PEMA with advared support for planning, funding
disbursement, and funding accountability.

For the time being, the wireline, wireless, prepaiceless, and VolP subscriber funding system
is maintained, along with clarified and expandetlaage and processes on fee remittance.
However, rather than the current fragmented fetiloligion system (wireline and VolP funds
directly to county of billing address and wireléssds to PEMA for redistribution based on
county costs determined through plan/grant subomngsfunds will all be channeled through the
state. Although funds flow through the state, alihe@ funds except a small PEMA
administrative fee are ultimately disbursed todbenties.

The majority of funds will be distributed quarterfyrimarily on a formula basis. A formula
distribution gives counties a defined amount thrat/gles annual budget certainty while also
serving as an incentive to manage within availaoléars; counties spending above available
amounts do so knowing that the difference comas tiee county general fund.

The formula distribution in the current bill cortsi®f a flat 5 percent uniformly divided among

the counties (including the two city-based systemS)percent to counties in formula
distributions, 12 percent to competitive incentiyants for consolidation and system
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efficiencies, six percent for joint state-countyel®pment of a common system broadband
backbone, and two percent to PEMA for 911 admiati&in and support.

The formula for the 75 percent distribution is ®dyithmetic and established by PEMA with the
advice of the 911 Board, with regular periodic esvi It is to fairly and proportionately reflect
county and regional 911 system needs and mustdsmand may include factors such as base
level costs, population, call volume, and extemgatactors such as topography, population
density, and special hazard exposures. Becausk tiake some minimum amount of time for
the 911 Board to develop a formula, in the intefiimds are distributed based in part on relative
prior wireline and VolIP collections and in part @ative historic expenditure reports. A short
term hold-harmless and a permanent anti-windfal/ision are included.

The bill includes a number of reforms to promotstegn efficiency. PEMA and the 911 Board
are required to develop state-of-the-art standard811 systems. Incentives are provided for
multi-county deployment as well as system efficieachrough technology upgrades and shared
background services. Specific planning requiremantsfunding set-asides are established to
develop a shared broadband backbone for the systieich taken together reduce requirements
for county switches, improve operability, facil#adystem backup and redundancies, and reduce
system costs. And the funding distribution is clehfyom a de facto competitive grant basis to

a formula basis, encouraging tighter planning amdgleting at the county level.

PEMA and the 911 Board are given two years to agvahd submit a report and
recommendations on the impacts of current andipated technological and market changes on
the provision of 911 communications service, incigdhe structure and adequacy of the 911
surcharge and 911 fund. We anticipate that theystuldlinclude review and recommendations
on the broadband percentage-based proposal offetkd 2014 PEMA dratft.

Recommendation: Fee Rate

Any time the proposal is discussed, the one tdgat tequires elaboration is the proposed change
in the rate of the monthly subscriber fee, anchsogection will elaborate on the rate, basis, and
rationale of the proposed rate.

As indicated at the Committee’s February 18 heatimgneet current and near-term fiscal needs,
CCAP proposed increasing the monthly subscriberlrgtbetween $.50 and $1.00, for a new
uniform rate of $2.00. Instead, the House bill $keésfee at a uniform rate of $1.65, a
determination made by the sponsors based on corargentcommittee and elsewhere.

We are asking this Committee and the Senate tademsur proposed rate, based on our
identification of current and anticipated systeredse While we do not have a clear means to
definitively gauge House willingness to concur ihigher rate, we think it indicative in some
sense that the House defeated a floor amendmesatitice the bill’'s proposed $1.65 to $1.50 on
a solid vote of 55 to 135.

Going forward, CCAP supports inclusion of an inflatadjuster and has language if that route is

viable. Currently, the draft relies on a four ysanset to spur legislative review of the rate. At
the same time, a concurrent requirement for theBddrd and PEMA to study and make
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recommendations on system structure and fundingsofhes door for consideration of a
broadband percentage-based fee system, compavahk proposed by PEMA in its 2014 dratft.

There are compelling reasons to consider the féeeatate counties have proposed:

* Counties have been good stewards of the existimg fe

* Thereis a clearly defined need.

* There are only two funding sources for the 911esysfThe 911 fee and the county
property tax.

The public understands and accepts the subscrbehagge.

The fee structure is efficient and equitable.

Any lesser fee would have negative consequences.

It is a simple matter of equity.

Counties have been good stewards of the existing fee. Prior to counties’ assumption of the
responsibility in 1990, the 911 system did not exisany practical way, yet within five years of
the mandate counties had 911 deployed virtualkgstéde. Moreover, counties from the outset
used a centralized call-taking model and as atr@&unsylvania has among the fewest PSAPs
per capita of any large state. Counties also begdy to assume the dispatch role, which created
system efficiencies and reduced responder costs.

Pennsylvania’s counties were among the earliedéploying E-911 location systems, and
continue to lead nationally in coverage rates amdpiiance with national standards. Counties
are also incorporating elements of Next Generdibh(NG911), including development of
shared broadband backbones and incorporation bfdeXi 1.

Thereisa clearly defined need. Counties have achieved one of the best systethg ination,
while doing so on the same $1.00 to $1.50 monthbgeriber fee established in 1990. But like
any rate that has remained unchanged for any lefdiime — let alone a quarter century — rising
system costs began to erode, and have now overwtetire available funding.

The problem is compounded because, of the threrfgnimechanisms available, one is in a
pitched decline (wireline) while the other two ae@ching market saturation. In fact, as the
following chart shows, while system costs contitmése, the total revenues from the current
funding stream peaked in 2010 and are now drop{soige of the causes for this are noted
earlier in this testimony). Despite these challsngigere has been no rate adjustment since 1990;
even the wireless and VoIP fees, added in latersy@gere keyed to the 1990 wireline rates.

Moreover, the $1.65 currently in H.B. 911 may ndlyf meet current need, and certainly will
not keep pace with future need as requirements trtounll out NG911 — a seemingly self-
evident conclusion when considering it amountssttitde as a $.15 increase for some
subscribers, after a span of 25 years from thes fieeeption.
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911 SYSTEM COSTS AND FUNDING SOURCES
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And more to the point, the shortfall, quite simps/peing made up by county property taxes,
rising from $18.5 million in 2005 to $103.7 million 2014, nearly 36 percent of total
expenditures — and this does not include disallogasts such as bricks-and-mortar, a portion of
salaries and training, and some overhead, noritloesude costs such as major capital
purchases that some counties choose not to repam annualized basis.

There are only two funding sources for the 911 system: The 911 fee and the county property tax.
Some opponents of the fee and the proposed ratéheitBFC study’s observation that the
Pennsylvania subscriber fee and our subscriberdiéections are already among the highest in
the nation. In context though, this is understafelabthat the policy choice made in 1990 was
to fund 911 through the fee. Unlike other statdseme municipalities, the state, and sometimes
even communications companies also bear part afyisiem costs, Pennsylvania’s system is
funded from just the 911 subscriber fee and, teettient that is not sufficient, the county
property tax.

The reliance on just the subscriber fee was aypchoice in 1990, and explains Pennsylvania’s
comparative rate against other states. And we speeifically that the Commonwealth itself
does not contribute, and never has contributedharnyfrom the general fund for the 911
system. Even PEMA’s 911 activities are supportedhfthe subscriber fee.

The public under stands and accepts the subscriber surcharge. Access to 911 is a public
necessity, and provision of highest-quality, higketandards 911 is a public expectation. The
same $1.00 to $1.50 has appeared on telephoneit@oscmonthly bills for nearly 25 years.
The $2.00 proposal increases that fee by just.92.00 per month, the first increase in those
25 years. We know the public understands the \@fltiee service they receive, and can
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appreciate the value, compared to life and propeftwhat county 911 systems deliver at such a
remarkably low cost.

The fee structure is efficient and equitable. The 911 system is about communications, andet@e f
structure, based on access to communicationshbeaddsest possible nexus to those who use
the service. The add-on to the monthly communiaoatiall or the prepaid wireless transaction is
an incremental cost, unlike an annual tax bilis & dedicated fee, unable to be used for any
other governmental purpose under current or praplase. It is efficiently collected and

remitted, with low overhead.

Other fee structures have been proposed recemtlyding per capita and per parcel fees. While
counties would appreciate local options, each e$¢halternatives comes with serious
reservations regarding both efficiency and equgch would require establishment and
maintenance of a new assessment roll, as welhadbitieng and collection systems. On a
practical basis, neither could be collected asadstlone monthly bill, so each would be a
yearly assessment. Unlike the subscriber surchaigeh is proportionate to number of access
lines, a per capita bill has no bearing on an inldial’'s access, and it wholly relieves the
business community from payment. Similarly, a pancpl levy could actually be regressive
when compared either to line count or to naturthefproperty and its ownership. Each is also
inequitable in its utility to counties; while thé&gep funds local, their capacity to generate
meaningful funds diminishes in smaller, less dgnpepulated counties.

Any lesser fee would have negative consequences. The original law promised counties a fee
system that would cover the costs of providing 8édvices; the PUC-based rate-making
mechanism to accomplish this was discussed ealtbis testimony. The $2.00 proposed rate
restores this promise. On the other side, a leasewould have immediate consequences; first,
to assure that no county actually experienced actexh in funding, it became necessary for the
purpose of introducing H.B. 911, with its $1.65erdb amend the original proposal’s
distribution formula to reduce the percentagescalied to the incentive fund and the fund for a
state-wide broadband backbone. The proposed amendioe under development in
Committee takes further steps in this direction.

The greater long-term impact is that lower fundiages prevent us from moving forward with
our needed investment in NG911 technologies. Whiteimpossible at this juncture to estimate
NG911 deployment costs, we know that the demanthfige services, and the capability of
delivering those services, is on the near hori¥6teo, non-human calls, and other
technological means can improve the outcomes figetlin need, and improve the safety and
efficiency of our responders. But if we do not duthpacity into our funding system, we cannot
assure these services will be available in anylyif@shion.

It isa simple matter of equity. As noted earlier, the Legislative Budget and RoteaCommittee’s
2011 report suggested that a simple adjustmer®@®’s dollar for 1st class, 2nd class and 2A
counties, $1.25 for 3rd through 5th class countes, $1.50 rate for 6th through 8th class
counties would yield $1.72, $2.15 and $2.58 respalgt On an equitable basis, the $2.00 fee
we propose can be justified, let alone based oaddéional unanticipated costs counties have
absorbed to accommodate technologies that didxnsttvehen the original structure was
established.
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The chart on the next page was developed to ilitesivhere a sample of subscriber rates would
fall. It includes the three wireline rates ($1.50 6th to 8th class counties, $1.25 for 3rd through
5th class counties, and $1.00 for first class, @ads and 2A counties). The $1.00 column
represents the wireless/VolP rates as well. Thectdamn makes similar calculations on the
$1.06 blended rate that the communication providessussed at the February hearing.

Sample subscriber rates are each charted agadiliasioin since 1990, showing what year
constitutes the break-even for each proposedFateexample, examining the low end of
proposed rates that have been discussed, $1.5¢,@wmnty would be at the equivalent of 2005
for their wireless and VolP rates, while the thindough fifth class counties would be up to only
1996 for their wireline and sixth through eightsdacounties would still be at 1990 where they
started. Even the blended rate only catches up@8.2

Similarly, the corresponding benchmarks for thésbdurrent $1.65 are 2008, 2000, and 1993,
and 2006 at the blended rate.

By contrast, at our proposed $2.00, 6th througtcltes county wireline fees at least get to 2000
inflation, while 3rd through 5th get as far as 20Budt importantly, the wireless/VolP rate
translates out to a projected 2018 — just in tiordhe bill's sunset.

As noted above, this all accounts only for inflatid does not address county 911 systems’ other
cost factors such as adaptation to new technolpgidbe increased calls per incident (and
attendant personnel costs) generated by wireless.

Conclusion

Counties are proud of their role in providing tbigical public service, but need a statute and
funding mechanism that allow them to continue daogt the level the public expects and
deserves. The draft legislation now under constaeravould meet this objective, and we look
forward to working with the Committee to make amaf adjustments necessary to put it into
bill form, and to start it on its path to the Gaver's desk ahead of the June 30 sunset.

Following the chart on the next page is the outbhessues to be reviewed in the oral
presentation before the Committee.
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911 SUBSCRIBER FEE INFLATION ANALYSIS

$1.06

YEAR CPI PCT INC $1.50 $1.25 $1.00
1990 130.7 $1.50 $1.25 $1.00
1991 136.2 4.2% $1.56 $1.30 $1.04
1992 140.3 3.0% $1.61 $1.34 $1.07
1993 144.5 3.0% $1.66 $1.38 $1.11
1994 148.2 2.6% $1.70 $1.42 $1.13
1995 152.4 2.8% $1.75 $1.46 $1.17
1996 156.9 3.0% $1.80 $1.50 $1.20
1997 160.5 2.3% $1.84 $1.54 $1.23
1998 163.0 1.6% $1.87 $1.56 $1.25
1999 166.6 2.2% $1.91 $1.59 $1.27
2000 172.2 3.4% $1.98 $1.65 $1.32
2001 177.1 2.8% $2.03 $1.69 $1.36
2002 179.9 1.6% $2.06 $1.72 $1.38
2003 184.0 2.3% $2.11 $1.76 $1.41
2004 188.9 2.7% $2.17 $1.81 $1.45
2005 195.3 3.4% $2.24 $1.87 $1.49
2006 201.6 3.2% $2.31 $1.93 $1.54
2007 207.3 2.8% $2.38 $1.98 $1.59
2008 215.3 3.8% $2.47 $2.06 $1.65
2009 214.5 -0.4% $2.46 $2.05 $1.64
2010 218.1 1.6% $2.50 $2.09 $1.67
2011 224.9 3.2% $2.58 $2.15 $1.72
2012 229.6 2.1% $2.63 $2.20 $1.76
2013 233.0 1.5% $2.67 $2.23 $1.78
2014 236.7 1.6% $2.72 $2.26 $1.81
2015 242.7 2.5% $2.78 $2.32 $1.86
2016 248.7 2.5% $2.85 $2.38 $1.90
2017 254.9 2.5% $2.93 $2.44 $1.95
2018 261.3 2.5% $3.00 $2.50 $2.00
2019 267.8 2.5% $3.07 $2.56 $2.05
2020 274.5 2.5% $3.15 $2.63 $2.10
2021 281.4 2.5% $3.23 $2.69 $2.15
2022 288.4 2.5% $3.31 $2.76 $2.21
2023 295.7 2.5% $3.39 $2.83 $2.26
2024 303.0 2.5% $3.48 $2.90 $2.32
2025 310.6 2.5% $3.56 $2.97 $2.38
2026 318.4 2.5% $3.65 $3.04 $2.44
2027 326.3 2.5% $3.75 $3.12 $2.50

$1.06
$1.10
$1.14
$1.17
$1.20
$1.24
$1.27
$1.30
$1.32
$1.35
$1.40
$1.44
$1.46
$1.49
$1.53
$1.58
$1.64
$1.68
$1.75
$1.74
$1.77
$1.82
$1.86
$1.89
$1.92
$1.97
$2.02
$2.07
$2.12
$2.17
$2.23
$2.28
$2.34
$2.40
$2.46
$2.52
$2.58
$2.65

SAMPLE SUBSCRIBER
RATES

$1.50
$1.65
$1.75
$2.00
$2.25
$2.50

CCAP 911 Reform Testimony

Consumer Price Index for All Urban Consumer (CPI-U); US City

Awerage, all items; 1982-1984=100

2015 to 2027 estimates based on awverage increase 1990 to 2014
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COUNTY COMMISSIONERS ™ PO Box 60769
ASSOCIATION OF PENNSYLVANIA Harrisburg, PA 17106-0769

Serving Counties Since 1886 (717) 526-1010 fax (717) 526-1020

Senate Veterans Affairsand Emer gency Prepar edness Committee
Oral Commentary on H.B. 911, Proposed Amendments, and Proposed Alter natives
May 13, 2015

House Bill 911 meetsour three primary objectives

Improving 911 system administration by combinirigsiand preparing for next generation
technologies;

Sorting out governance mechanisms to respect @simtile as providers of the system
while balancing our broader interests of coordomastatewide;

Working toward a sustainable and equitable feeattahdant financing structure.

House Bill 911 key elements

Statewide planning with objective of meeting andntaning currency in 911 system
standards, and preparation for and implementatidvest Generation 911 (NG911)
Increase subscriber fee to better meet costs ofging 911 service

Move most of the fee distribution away from de éacbompetitive grants, toward quarterly
formula-based distribution taking into account indual county needs

Clarify and expand definitions, collection standarand audit processes for the subscriber
fee

Institute a 911 Board to provide strong county pralider involvement in planning, design
and administration of the system, formula, and fee

Subscriber fee

The subscriber fee is set in H.B. 911 at $1.65

CCAP has proposed a fee of $2.00

The proposed fee is the first rate increase cosihe requested in the 25 year history of
providing this service.

Based on inflation alone, as shown in the chaouintestimony (page 13), the fee should be
$1.97.

Unlike other states, where municipalities, theestahd sometimes even communications
companies also bear part of the system costs, lean&’s system is funded from just the
911 subscriber fee and, to the extent that is ufficgent, the county property tax.

The reliance on just the subscriber fee was aypachoice in 1990, and explains
Pennsylvania’s comparative rate against othersstate

The Commonwealth itself does not contribute, angenbas contributed, anything from the
general fund for the 911 system. Even PEMA’s 9ivities are supported from the
subscriber fee.

Because the provision of 911 service relies onthusfee and, when that is inadequate, the
county property tax, the 25 year span since estaikent of the fee, coupled with decline in
wireline usage and leveling off in growth rates\ioreless and VoIP, has meant the county
property tax backfill has increase substantialge(shart in our testimony, page 10)

www.pacounties.org



Technical amendments

» Discussed with Chairman and staff, and written cemtary supplied; discussion continuing
with the negotiating team and additional clarificas are being prepared

» Technical accuracy of definitions and collectiontieglologies

» Liabilities and immunities

Substantive amendment: 911 Boar d

» Current: PEMA director, PEMA 911 director, represgines of four caucuses, four county
commissioners or home rule equivalents, four 9bfessionals, four communication service
providers, PA State Police (non-voting)

» Senate proposed: Add two additional commissionemséhrule equivalents, and divide the
six: 1st class, 2nd class, 2A class, 3rd-4th classfrom 5th-8th class; add two county or
regional 911 coordinators, divided as for commissis; make providers non-voting; add
PSP as a voting member; add a full non-voting secto include among others
representatives of the Chiefs of Police, FOP, PSABATS, PLM, PUC, health services
council, APCO, NENA, others

» Commentary: Agree with the expansion of voting mersbip of the board, with
reservations about the PSP vote; suggest the ievidmain as voting members but with
requirement to abstain on conflict of interest,conceptual objection to addition of non-
voting members

Substantive amendment: Fee distribution

* Proposed: 5% equal quarterly distribution; not kass 70% arithmetic formula distribution;
15% grants for system improvements including fuoral consolidation; up to 8% grants for
development of ESInet backbone; 2% PEMA administnat

* H.B. 911: 5% equal quarterly distribution; not I&isan 75% arithmetic formula distribution;
12% grants for system improvements including fuoral consolidation; up to 6% grants for
development of ESInet backbone; 2% PEMA administnat

» Senate proposed: 3% equal quarterly distributi@fp &rithmetic formula distribution with
first 30% based on population and call volume; IF#nts for system improvements
including functional consolidation and for develagmhof ESInet backbone; 2% PEMA
administration

 Commentary: Agree with the proposed revision todisé&ibution

Substantive amendment: Arithmetic formula distribution

* H.B. 911: Established by PEMA, fairly and propontaely reflect 911 system needs; shall
consider and may include base level costs, populatiall volume, extenuating factors
(topography, concentrated exposure, cyclical exg)su

» Senate proposed: Established by PEMA,; fairly ammgbprtionately reflect 911 system needs;
30% to be distributed based on population andvedilime; 50% shall consider and may
include base level costs, population, call voluex¢enuating factors (topography,
concentrated exposure, cyclical exposure)

 Commentary: Agree with the proposed arithmetic fdendistribution, and likely to see part
of the 50% distribution based on population anthva@lme as well
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Substantive amendment: NG911 inventory

» Late House floor amendment, requiring inventorgadinty readiness for NG911, along with
development of a plan and report to the Generagibdy

» Several technical and practical deficiencies: Dedin of “Next Generation 911"
inappropriate for context; improper inclusion off® $edundant with earlier provision
requiring PEMA to develop NG911 plan; short timanfie for inventory turn-around;
inappropriate and unnecessary penalties on couotie®mn-compliance

» Senate proposed: Maintain inventory requirementexteind to PSP and state radio network,
address technical and practical deficiencies

» Commentary: Accept the intent, but will need tosely review language

Discussion point: Integration with FirstNet, PA STARNet

» Scope of integration of communications system ®@ith legislation

* Proper placement and concentration of effort inexnof rewrite of Title 35 Emergency
Management Services Code

Discussion point: Addition of a county option fee

» CCAP membership generally believes the primary fiugpdource should be the subscriber
surcharge

* 911 is a communications-drive service, and the@iier fee was determined in 1990 — and
remains today — the closest funding nexus to #mgice

* The two-year study required of PEMA and the 911rBasto comprehensively address the
funding system in consideration of communicati@thnhologies and markets, and in that
context local option could be evaluated as a gaahantegral funding plan

Discussion point: Alter native funding mechanism (based on cosponsor ship memor anda)
* Local control

» Equity issue: Disparate local bases county-to-gpunt

* Equity issue: Taxpayer to taxpayer

» System objectives: Uniformity in goals, planningdadministration

» Collection: Administrative mechanisms

» Collection: Efficiency

» Collection: Tax collectors and municipalities

* Remittance to PEMA
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