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Auditor of State Mary Mosiman today released an audit report on the Wireless E-911
Emergency Communications Fund (Wireless Fund) of the Iowa Department of Homeland

Security and Emergency Management for the year ended June 30, 2016.

The Wireless Fund was established to account for a monthly surcharge of up to $1 to be
imposed on each wireless communications service number provided in Iowa. The surcharge
was imposed to fund the implementation of network and public safety answering point

improvements and wireless carriers’ transport costs related to wireless E-911 services.

The Wireless Fund had revenues totaling $28,826,116 for the year ended June 30, 2016, an
increase of 1.7% over the prior year. Revenues included $28,686,024 from fees, licenses and

permits and $137,029 from interest on investments.

The Wireless Fund’s expenditures for the year ended June 30, 2016 totaled $33,123,430, an
increase of 14.7% over the prior year. Expenditures included $32,927,155 for contractual
services, including payments to the Joint E-911 Service Boards and for wireless carriers’
transport costs related to wireless E-911 services. The significant increase is primarily due to
grants provided to local service boards to assist in upgrading the statewide next generation

E-911 system.

A copy of the audit report is available for review in the Iowa Department of Homeland Security
and Emergency Management, in the Office of Auditor of State and on the Auditor of State’s

website at https://auditor.iowa.gov/reports /1760-5830-B000.
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OFFICE OF AUDITOR OF STATE

STATE OF IOWA .
Mary Mosiman, CPA

. . Auditor of State
State Capitol Building uat

Des Moines, lowa 50319-0006

Telephone (515) 281-5834  Facsimile (515) 242-6134

Independent Auditor's Report

To Mark Schouten, Director of the
Iowa Department of Homeland Security and Emergency Management:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the
major fund of the Wireless E-911 Emergency Communications Fund of the lowa Department of
Homeland Security and Emergency Management (Wireless Fund) as of and for the year ended
June 30, 2016, and the related Notes to Financial Statements, which collectively comprise the
basic financial statements listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with U.S. generally accepted accounting principles. This includes the design,
implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with U.S. generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Wireless Fund’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Wireless Fund’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the net position of the governmental activities and the major fund of the Wireless Fund as of
June 30, 2016, and the respective changes in its financial position for the year then ended, in
accordance with U.S. generally accepted accounting principles.




Emphasis of a Matter

As discussed in Note 1, the financial statements of the Wireless Fund are intended to present the
financial position and results of operations of only that portion of the financial reporting entity of
the State of lowa that is attributable to the transactions of the Wireless Fund. They do not
purport to, and do not, present fairly the financial position of the State of lowa as of June 30,
2016, and the changes in its financial position for the year then ended, in conformity with U.S.
generally accepted accounting principles.

Other Matters
Required Supplementary Information

Management has omitted Management’s Discussion and Analysis which U.S. generally accepted
accounting principles require to be presented to supplement the basic financial statements. Such
omitted information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board which considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic or
historical context. Our opinions on the basic financial statements are not affected by this omitted
information.

U.S. generally accepted accounting principles require the Budgetary Comparison Information on
page 19 be presented to supplement the basic financial statements. Such information, although
not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board which considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
U.S. generally accepted auditing standards, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the required supplementary information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 31, 2017 on our consideration of the Wireless Fund’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Wireless Fund’s internal control over financial reporting
and compliance.

Y MOSIMAN, CPA
“Kuditor of State

March 31, 2017
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Exhibit A

Wireless E-911 Emergency Communications Fund
Iowa Department of Homeland Security and Emergency Management

Governmental Fund Balance Sheet and Statement of Net Position

June 30, 2016

General Adjustments Statement of
Fund (Note 4) Net Position
Cash $ 17,277,320 - 17,277,320
Accounts receivable 6,713,975 - 6,713,975
Total assets $ 23,991,295 - 23,991,295
Accounts payable $ 7,739,885 - 7,739,885
Compensated absences:
Due within one year - 3,003 3,003
Due after one year - 3,635 3,635
Total liabilities 7,739,885 6,638 7,746,523
Deferred inflows of resources - unavailable revenues 48,946 (48,946) -
Fund Balance/Net Position
Fund balance - restricted
for Wireless E-911 purposes 16,202,464 (16,202,464) -
Total liabilities and fund balance $ 23,991,295
Net position - restricted
for Wireless E-911 purposes $ 16,195,826 16,244,772

See notes to financial statements.




Exhibit B

Wireless E-911 Emergency Communications Fund

Iowa Department of Homeland Security and Emergency Management

Statement of Governmental Fund Revenues, Expenditures and
Changes in Fund Balance and Statement of Activities

Year ended June 30, 2016

Revenues:
Fees, licenses and permits
Refunds and reimbursements
Interest on investments

Total revenues
Expenditures/expenses:
Personal services
Travel and subsistence
Supplies and materials
Contractual services
Equipment and repair

Total expenditures/expenses
Deficiency of revenues under expenditures
Change in net position
Fund balance /net position beginning of year

Fund balance /net position end of year

See notes to financial statements.

General Adjustments Statement
Fund (Note 5) of Activities
28,686,024 48,946 28,734,970

3,063 - 3,063
137,029 - 137,029
28,826,116 48,946 28,875,062
182,661 (30,693) 151,968
10,413 - 10,413

783 - 783
32,927,155 - 32,927,155
2,418 - 2,418
33,123,430 (30,693) 33,092,737
(4,297,314) 4,297,314 -
- (4,217,675) (4,217,675)
20,499,778 (37,331) 20,462,447
$ 16,202,464 42,308 16,244,772




Wireless E-911 Emergency Communications Fund
Iowa Department of Homeland Security
and Emergency Management
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Wireless E-911 Emergency Communications Fund
Iowa Department of Homeland Security and Emergency Management

Notes to Financial Statements

June 30, 2016

Summary of Significant Accounting Policies

The Wireless E-911 Emergency Communications Fund of the Iowa Department of
Homeland Security and Emergency Management (Wireless Fund) was established to
account for a monthly surcharge of up to one dollar to be imposed on each wireless
communications service number provided in Iowa. The surcharge was imposed to fund
the implementation of network and public safety answering point improvements at the
Joint E-911 Service Boards and wireless carriers’ transport costs related to wireless
E-911 services.

The financial statements of the Wireless Fund have been prepared in conformity with
U.S. generally accepted accounting principles as prescribed by the Governmental
Accounting Standards Board. The more significant of the Wireless Fund’s accounting
policies are described below.

A. Reporting Entity

For financial reporting purposes, the Wireless Fund has included all funds. The
Wireless Fund has also considered all potential component units for which it is
financially accountable and other organizations for which the nature and
significance of their relationship with the Wireless Fund are such that exclusion
would cause the Wireless Fund’s financial statements to be misleading or
incomplete. The Governmental Accounting Standards Board has set forth criteria
to be considered in determining financial accountability. These criteria include
appointing a voting majority of an organization’s governing body and (1) the
ability of the Wireless Fund to impose its will on that organization or (2) the
potential for the organization to provide specific benefits to or impose specific
financial burdens on the Wireless Fund. The Wireless Fund has no component
units which meet the Governmental Accounting Standards Board criteria.

B. Entity-wide and Fund Financial Statements

The financial statements on pages 8 and 9 combine both an entity-wide
perspective and a governmental fund perspective.

The General Fund comprises the Wireless Fund’s governmental fund type. This
fund is the general operating fund of the Wireless Fund and the difference
between assets and liabilities of the fund is referred to as fund balance.

The entity-wide financial statements (i.e., the Statement of Net Position and the
Statement of Activities) report information on all of the activities of the Wireless
Fund. Governmental activities are those which normally are supported by taxes
and intergovernmental revenues.

Fund Balance — The restricted fund balance of $16,202,464 at June 30, 2016
consists of wireless fees collected and maintained for use in operating,
maintaining and improving network and public safety answering points at the
Joint E-911 Service Boards and other related costs in accordance with
Chapter 34A.7A of the Code of lowa.
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Net Position — Net position represents the difference between assets and
liabilities. Net position is reported as restricted when there are limitations
imposed on its use through enabling legislation or through external restrictions
imposed by creditors, grantors or laws or regulations of other governments. Net
position restricted through enabling legislation totaled $16,202,464 at June 30,
2016 and consists of wireless fees collected and maintained for use in operating,
maintaining and improving network and public safety answering points at the
Joint E-911 Service Boards and other related costs in accordance with
Chapter 34A.7A of the Code of lowa.

Basis of Accounting and Measurement Focus

Basis of accounting refers to when revenues and expenditures or expenses are
recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the timing of the measurements made, regardless of the
measurement focus applied.

The entity-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the
current year or soon enough thereafter to pay liabilities of the current year. For
this purpose, the Wireless Fund considers revenues to be available if they are
collected within 60 days after year end. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting. However, compensated
absences are recorded only when payment is due.

Compensated Absences

Wireless Fund employees accumulate a limited amount of earned but unused
vacation, compensatory time and sick leave hours for subsequent use, for
payment of the employer portion of insurance premiums upon retirement or for
payment upon termination, death or retirement. A liability is recorded when
incurred in the entity-wide Statement of Net Position. Wireless Fund employees
accrue vacation, compensatory time and sick leave at rates specified in the Code
of Iowa and/or collective bargaining agreements. Accumulated unused vacation
leave and compensatory time is payable upon termination of employment.
Accumulated unused sick leave is payable only upon retirement and only to
limits specified in the Code of Iowa and/or collective bargaining agreements. A
liability for these amounts is reported in the governmental fund financial
statements only for employees who have resigned or retired. The liabilities for
compensated absences are based on current rates of pay and current insurance
rates.

Deferred Inflows of Resources

Deferred inflows of resources represents an acquisition of net position applicable
to a future year(s) which will not be recognized as an inflow of resources (revenue)
until that time. Although certain revenues are measureable, they are not
available. Available means collected within the current year or expected to be
collected soon enough thereafter to be used to pay liabilities of the current year.
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(2)

(3)

Deferred inflows of resources in the governmental fund financial statements
represent the amount of assets that have been recognized, but the related
revenue has not been recognized since the assets are not collected within the
current year or expected to be collected soon enough thereafter to be used to pay
liabilities of the current year. Deferred inflows of resources consist of fees not
collected within sixty days after year end.

Deposits

The Wireless Fund’s deposits with the Treasurer of State throughout the year and at
June 30, 2016 were entirely covered by federal depository insurance or by the State
Sinking Fund in accordance with Chapter 12C of the Code of Iowa. This chapter
provides for additional assessments against the depositories to ensure there will be no
loss of public funds.

Changes in Compensated Absences

Changes in compensated absences for the year ended June 30, 2016 are summarized as
follows:

Balance beginning of year $ 37,331
Increases 5,543
Decreases (36,236)
Balance end of year $ 6,638
Due within one year $ 3,003

Sick Leave Insurance Program (SLIP) — Included in the accrued compensated absences
liability at June 30, 2016 is the cost of a voluntary termination benefit program titled
Sick Leave Insurance Program (SLIP). The program is an opportunity for employees who
are retirement-eligible to use the value of their unused sick leave to pay the employer
share of the monthly premium of the State's group health insurance plan after their
retirement.

Upon retirement, employees shall first receive a cash payment of up to $2,000 for
accumulated, unused sick leave converted at the employee's current regular hourly rate
of pay, payable with the final payroll warrant which includes the employee's retirement
date. The value of the remaining balance of the accrued sick leave will be converted
based upon the original balance (before the cash payment). The remainder of the sick
leave value is calculated as follows, based on the number of sick leave hours the
employee had before the cash payment:

If the sick leave balance is: The conversion rate is:
Zero to 750 hours 60% of the value

Over 750 hours to 1,500 hours 80% of the value

Over 1,500 hours 100% of the value

The final calculated dollar value will be credited to the employee's SLIP account. Each
month, the Wireless Fund will pay 100% of the employer's share of the selected state
group health insurance premium from the retiree's SLIP account. The retiree is
responsible for any additional premiums associated with the employee/retiree share.
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(5)

(6)

The Wireless Fund will continue to pay the employer's share of the health insurance
premium each month until the converted value of the employee's sick leave balance is
exhausted, until the employee is eligible for Medicare, the employee waives the benefit or
the employee dies, whichever comes first. The retired employee may stay with the same
health insurance program as when employed or switch down at any time without
underwriting. The converted value of the sick leave can only be applied to the employer's
share of health insurance premiums. It has no cash value and it is not transferable to
another use or to an heir. If a retired employee who has utilized this benefit returns to
permanent state employment, all remaining balances in the sick leave insurance
program will be forfeited. All SLIP benefits are financed on a pay-as-you-go basis.
Amounts calculated for this program are included in the compensated absences liability.

Explanation of Difference between the Governmental Fund Balance Sheet and the
Statement of Net Position

The difference results from the long-term economic resources focus of the Statement of
Net Position versus the current financial resources focus of the Governmental Fund
Balance Sheet.

Some long term assets are not available to pay current year expenditures and, therefore,
are recognized as deferred inflows of resources in the governmental funds. These assets
are deferred inflows of $48,946.

Long-term liabilities applicable to the Wireless Fund’s governmental activities are not
due and payable in the current year and, therefore, are not reported as fund liabilities.
However, they are reported in the Statement of Net Position. These liabilities are
compensated absences of $6,638.

Explanation of Difference between the Statement of Governmental Fund Revenues,
Expenditures and Changes in Fund Balance and the Statement of Activities

The difference results from the long-term economic resources focus of the Statement of
Activities versus the current financial resources focus of the Statement of Governmental
Fund Revenues, Expenditures and Changes in Fund Balance.

Because some revenues will not be collected for several months after year-end, they are
not considered available revenues and are recognized as deferred inflows of resources in
the governmental funds in the amount of $48,946.

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in the governmental
fund. These expenses result from a decrease in compensated absences of $30,693.

Risk Management

State employee benefits for health, dental, long-term disability and life insurance
coverage are insured through commercial insurers. There were no significant reductions
in insurance coverage from the prior year and settlements have not exceeded coverage
for the past three fiscal years.

The State of Iowa self-insures on behalf of its agencies for losses related to workers’
compensation, its motor vehicle fleet, property damage and torts. A contingent fund
exists under Section 29C.20 of the Code of Iowa to provide compensation for loss or
damage to state property (casualty losses).
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(7) Commitment

The Wireless Fund entered into contracts for development and implementation of a
Statewide IP Enable Next Generation 911 System totaling $26,251,875 of which
$14,177,666 has been paid at June 30, 2016. The remaining balance of $12,074,209
will be paid as work on the project progresses.
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Wireless E-911 Emergency Communications Fund
Iowa Department of Homeland Security and Emergency Management

Required Supplementary Information
Budgetary Comparison Schedule

Year ended June 30, 2016

Final
Original/ to Actual
Actual Final Budget Variance
Revenues:
Fees, licenses and permits $ 28,686,024 33,149,500 (4,463,4706)
Refunds and reimbursements 3,063 - 3,063
Interest on investments 137,029 100,000 37,029
Total revenues 28,826,116 33,249,500 (4,423,384)
Expenditures:
Personal services 182,661 195,854 13,193
Travel and subsistence 10,413 107,001 96,588
Supplies and materials 783 1,049 266
Contractual services 32,927,155 50,686,238 17,759,083
Equipment and repair 2,418 1,000 (1,418)
Other - 8,358 8,358
Total expenditures 33,123,430 50,999,500 17,876,070
Deficiency of revenues under expenditures (4,297,314)
Balance beginning of year 20,499,778
Balance end of year $ 16,202,464

Note to Budgetary Reporting:

The budget for the General Fund is adopted on a basis consistent with U.S. generally accepted
accounting principles.

See accompanying independent auditor’s report.
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OFFICE OF AUDITOR OF STATE

STATE OF IOWA .
Mary Mosiman, CPA

. . Auditor of State
State Capitol Building

Des Moines, lowa 50319-0004

Telephone (515) 281-5834  Facsimile (515) 242-6134

Independent Auditor's Report on Internal Control
over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

To Mark Schouten, Director of the
Iowa Department of Homeland Security and Emergency Management:

We have audited in accordance with U.S. generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States, the financial statements of the Wireless E-911
Emergency Communications Fund of the lowa Department of Homeland Security and Emergency
Management (Wireless Fund) as of and for the year ended June 30, 2016, and the related Notes to
Financial Statements, which collectively comprise the Wireless Fund’s basic financial statements,
and have issued our report thereon dated March 31, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Wireless
Fund’s internal control over financial reporting to determine the audit procedures appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the Wireless Fund’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the Wireless Fund’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility a material misstatement of the Wireless Fund’s financial statements will not be
prevented or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

21



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Wireless Fund’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, non-compliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
non-compliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing and not to provide an opinion on the effectiveness of the
Wireless Fund’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Wireless Fund’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of
the Wireless Fund during the course of our audit. Should you have any questions concerning any
of the above matters, we shall be pleased to discuss them with you at your convenience.

AR MOSIMAN, CPA
~Auditor of State

March 31, 2017
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Wireless E-911 Emergency Communications Fund
Iowa Department of Homeland Security and Emergency Management

Schedule of Findings

For the year ended June 30, 2016

Findings Related to the Financial Statements:

INTERNAL CONTROL DEFICIENCIES:

No material weaknesses in internal control over financial reporting were noted.

INSTANCES OF NON-COMPLIANCE:

No matters were noted.

Other Findings Related to Required Statutory Reporting:

No matters were noted.
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Wireless E-911 Emergency Communications Fund
Iowa Department of Homeland Security and Emergency Management

Staff

This audit was performed by:

Deborah J. Moser, CPA, Manager

Dorothy O. Stover, Senior Auditor II

Trent M. Mussman, Senior Auditor

Mallory A. Sims, Staff Auditor

Christopher M. Anderson, Assistant Auditor
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Andrew E. Nielsen, CPA
Deputy Auditor of State
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