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MR. STITT: Good norning,
everyone. Thank you all for
joining us today for the
Phi | adel phi a Tax Ref orm Comm ssi on
publ i ¢ heari ng.

By the way, ny nanme is
Matthew Stitt. [|'mthe Co-chair of
t he Tax Reform Comm ssion and |'m
joined here by ny fell ow Comm ssion
nmenbers. Back in |ate February,
Gty Council overwhel m ngly
approved Resol ution No. 240108
sponsored by President Johnson to
reconvene the Phil adel phia Tax
Ref or m Comm ssi on.

The Conmmi ssion is tasked
wi t h conducting an updated
conpr ehensi ve analysis of all taxes
I nposed in Philadel phia, including
by the Commonweal th of Pennsyl vani a
and to nmake recommendati ons
concerning tax refornms. The
Commi ssi on consi sts of 15 nenbers,

four nmenbers each are appoi nted by
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Phi | adel phi a Mayor Cherell e Parker
and Council President, one nenber
appointed by Cty Controller
Chri sty Brady, and remaining
nmenbers one each are sel ected by
various | ocal Chanbers of Commerce
i n Phil adel phi a.

W want to acknow edge and
t hank the Tax Reform Conm ssioners
for being here today and note for
the record that we have a quorum
present. W also want to
acknow edge and thank the nenbers
of the Tax Reform Advi sory
Commttee that are here with us
t oday whose nenbers are appointed
by various conmunity organi zati ons,
ensuring a broad representation of
Phi | adel phia's diverse conmunity
interests. The group is tasked
with offering an additional
viewpoint to the 15 Conm ssioners.

W are here today to hear
public testinony regardi ng how

changes to the tax code could
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better support equitable and
i ncl usi ve econom c grow h and
stability in Philadelphia. To
ensure that there is an opportunity
for all who are present to testify
and be heard, certain ground rules
have been established as foll ows:

Your testinony shoul d
pertain to the taxes inposed in
Phi | adel phia. Once your nane is
called, you will have up to three
m nutes to speak. Again, to be
fair to all those who wish to
speak, we will hold firmto that
tinme.

Once your allotted tinme has
passed, you will be asked to
concl ude your remarks. Also, if
you are here and wish to testify
and have not signed up yet, please
do so at the table on our left over
her e.

Now, we will begin with our
first two panelists. So when |

call your nanes, just please cone
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to the table. And the first two
panelists signed up to testify are
Jeff DeVuono and Thomas Young.

(Wtnesses approached
Wtness table.)

MR. STITT. Good norning.

MR. DeVUONO  Good norni ng.

MR. YOUNG  Good nor ni ng.

MR STITT: Please state
your nane for the record and
proceed with your testinony.

MR. DeVUONO. Jeff DeVuono.

MR. YOUNG Thomas Young.

MR STITT: Go ahead, Jeff.
You go first.

MR. DeVUONO. Good nor ni ng.
Thank you for the opportunity to
participate in today's hearing. M
name is Jeff DeVuono. [|'m an
executive with Brandywi ne Realty
Trust. Brandywi ne is a conpany
founded by Jerry Sweeney and the
| ar gest owner of commercial real
estate in both the Gty and
Phi | adel phia -- the city of
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Phi | adel phi a and t he surroundi ng
suburbs for the |last two decades.

My testinony is focused on
the topic of business attraction
and retention, specifically the
BIRT and the wage taxes. In regard
to ny qualifications, they are
uni que and | hope can be hel pful to
your discussions today. | started
my career in real estate in
Phi | adel phia in 1987 as a market
researcher for Cushman & Wakefi el d,
a real estate brokerage and
services firm

In this role | was tasked
wi th collecting, analyzing and
reporting on data involving the
office real estate narket
specifically. At the tine, the CBD
consi sted of approxi mately 40
mllion square feet and the
surroundi ng suburbs consi sted of
approxi mately 25 mllion square
feet. Today 37 years later, the

size of the CBD has not changed
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materially and is still roughly 40
mllion square feet. The
surroundi ng suburbs however has

I ncreased dramatical ly, by
approximately 35 mllion square
feet and now totals 60 mllion
square feet in total.

As that stat shows, the
subur ban narkets grew by
approximately 1 mllion square feet
since 1987 each year. At ful
occupancy, this 35 mllion square
foot increase in inventory houses
over 150, 000 enpl oyees, an anount
simlar to the total population of
the Center Gty office workers
t oday.

In ny subsequent role as
the market |ead for Brandyw ne
Realty Trust, nmy job was to oversee
the leasing effort for both the
Cty and the surroundi ng suburbs
for the last 25 years. As a
result, | was on the front line

wat ching the mgration out of the
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GCty. | was involved in over 3,000
transactions, the aggregate square
footage of which total ed nore than
30 mllion square feet and $4
billion in | ease val ue.

| wtnessed conpanies |ike
AAA, Ameri Health, Arkenma, CDI,
Equus, Ew ngCol e, LBC, Lincoln
Fi nanci al , Radi an, Spring EQ
Sunoco and Urban Engineers, just to
nane a few, who nade the financial
decision to relocate fromthe Gty
to the suburbs and beyond. These
conpani es al one occupy al nost 2
mllion square feet of office space
i n the suburbs or the equival ent of
two buildings the size of One
Li berty Place. The negative inpact
however goes well beyond the
particular building that is
vacated. These decisions to nove
out of the City also elimnate the
noney spent by their enpl oyees,
visitors and vendors in neighboring

retail establishnents.
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It elimnates the demand
for hotel and neeting space and the
| abor associated with these
enterprises. It also dramatically
reduced t he nunber of workers
needed to build, furnish, maintain,
cl ean, secure and operate these
properties. These secondary jobs
nunbered in the several thousands.

It al so reduced the
potential for residents in the
Cty. The collective result is
that since 1970 Phil adel phia has
experienced a 22 percent clinb in
the overall econony while the
surroundi ng suburbs have realized
doubl e digit increases. Wy is
that? The answer is pretty sinple.
The cost of occupying office space
in the Gty versus the suburbs is
nore than double, $30 per square
foot plus nore.

So if the cost of renting
space in the suburbs is $30 per

square foot, it's $60 in the Cty.
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If it's $40 in the suburbs, it's
$70 in the Gty. Here's the
breakdown: $17 per square foot in
BI RT taxes; $12 in wage tax; $3 in
U&O taxes; $3 in real estate taxes.
And this does not address the
I npact of the increased cost of
building a building in the Gty.
The cost of building an
office building in the suburbs is
approxi mately $500 a foot. The
cost of building an office building
inthe Cty is $700 a foot,
assum ng a 10 percent return
I nvest nent would require an
addi ti onal $20 per square foot in
rent in the Gty versus the suburbs
just to cover the increased cost.
Al this, and the city of
Phi | adel phi a has the highest |ocal
personal incone tax in the country.
Inits sinplest formif you want
| ess of sonething, tax it. The
federal governnment inposed taxes on

cigarettes in an effort to reduce
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snoki ng, cigarette use went down 30
per cent .

The City of Phil adel phia
itself inposed a tax on sugar and
soda in an effort to reduce
consunption, consunption of sugared
soda subsequently dropped by over
25 percent. The BIRT and wage tax
nodel did the sane for business and
residents. It reduced consunption.
Hence, this 22 percent drop in
overall econom c perfornmance |
menti oned earlier.

So if the Gty wants to
continue to see a decline inits
popul ati on, workforce and overall
economc vitality, |eave the BIRT
and wage tax unchanged. But if it
wants to increase the nunber of
peopl e living, working and grow ng
wthin its borders, it nust reduce
or better yet elimnate the BIRT
and the wage tax. Thank you for
your tinme and consi deration.

MR. STITT: Thank you for
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testi nony.

Thomas.

MR. YOUNG  Good norning,
menbers of the Conmm ssion, and
t hank you for having ne here today.
My nane is Thomas Young and |'mthe
CEO of the World Trade Center
Greater Phil adel phia. | appreciate
the opportunity to speak today on
the critical issue of business
attraction and retention,
particularly in the context of the
Busi ness I ncone & Recei pts Tax and
wage t ax.

Phi | adel phi a has the
potential to grow into a gl obal
busi ness hub, attracting innovative
conpani es and fostering econonic
growh. Currently Philadel phia's
taxes, particularly BIRT and wage
tax, are higher than the national
aver age whi ch can deter businesses
from establishing and expandi ng
their operations here.

| commend Mayor Parker and
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Counci| President Johnson for their
comm tment to econom c devel opnent
in their efforts to create a nore
busi ness-friendly environnent.
Their focus on tax reformto reduce
burdens on businesses is a step in
the right direction and one that we
must support and anplify. To
attract new busi nesses,
Phi | adel phi a nust ensure that our
tax rate are conpetitive with our
maj or cities. Reducing the BIRT
and wage tax rates to be closer to
the national average wi |l encourage
exi sting businesses to stay and
expand in Phil adel phia. | believe
it would al so nake us nore
conpetitive and attractive for
potential investors and
entrepreneurs.

Mor e busi nesses nean nore
j ob opportunities for our
residents, |eading to higher incone
| evel s and i nproved quality of

life. H gh tax disproportionately
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I npact small- and nedi um si zed

busi nesses making it difficult for
themto survive and thrive. And as
we know, small- and nedi um si zed
busi nesses are the backbone of our

| ocal econony and play a cruci al
role in job creation and

I nnovati on.

By | owering the BIRT and
wage tax, we can provide nuch
needed relief to these SMEs
enabling themto grow and
contribute to our economc
devel opnent. This strategy should
I ncl ude investnent in
I nfrastructure, education and
wor kf or ce devel opnent to create an
envi ronnment where busi nesses can
flourish.

Col | abor ati on between
gover nnent busi ness | eaders and
communi ty stakeholders is essenti al
to i npl ement these reforns
effectively. |In conclusion,

reforming the BIRT and wage tax is
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critical to attracting and
retai ning businesses in
Phi | adel phia. 2026 is a very big
year for Philadelphia in terns of
the international scene. This year
we are in the process of hosting
our gl obal business forum which
there are 323 Wrld Trade Centers
in 92 countries around the world
and every year we get together in
one city to highlight that city for
busi ness but to al so bring
busi nesses from our respective
parts of the region.

2026 we're | ooking to host
this event in Philadel phia, and I
believe this will give us a great
opportunity to show busi nesses from
around the worl d that Philadel phia
Is a place to do business. | urge
the Commi ssion to take bold steps
toward tax reform nmaking
Phi | adel phia a nore attractive
destination for business and

setting the stage for a prosperous
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future. Thank you for your tine
and consideration. | | ook forward
to hel ping our city nove forward
with a safer, cleaner and greener
city wwth econom c opportunity for
al | Phi |l adel phi ans.

MR. STITT: Thank you for
your testinony.

Next two panelists, Jack
Sol of f, Tom G nsberg.

Al so, like to recognize the
presence of Council nenber O Rourke.
Thanks for joining us.

(Wtnesses approached
Wtness table.)

MR STITT: State your nane
for the record and then proceed
wi th your testinony.

MR SOLCFF: Jack Sol of f.
| am a Seni or Managing Director at
Savills here in Philadel phia, which
Is a commercial industrial office
brokerage firm | have been
i nvol ved both living and working in

Center City, Philadel phia for the
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past 30 years in both brokerage
concentrating primarily on the CBD,
Central Business District, as well
as University City.

So Jeff DeVuono stol e nost
of nmy thunder here, basically the
stats that he had nentioned. But
I'd like to talk a little bit nore
off the cuff about what it neans,
the office market to Center City,
Phi | adel phia and to the Gty inits
entirety. | nmean, the office
market really is if not the, one of
the main engines of the Gty in so
many ways, Vi brancy, obviously
taxes, jobs, small businesses and
so forth. And the office market
not only brings people fromw thin
the Gty but al so suburban workers
to Center City to spend their
noney, whether it's, as | had
mentioned, on restaurants, on
retail and on entertainment, and it
is a trenendous engi ne that creates

all kinds of taxes, whether we're
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tal king about drink taxes, we're
tal ki ng about sales tax and so
forth.

And despite the many
advant age over the suburbs,
i ncluding transportation, proximty
to workforce, worl d-cl ass
anenities, the Gty continues to
struggle attracting, retaining
conpani es because of the enornous
addi tional tax burdens that
conpani es have to absorb. These
taxes include, as has been
menti oned, BIRT, wage tax and al so
the Use & Qccupancy tax, which is
really a tax that's unique here to
Phi | adel phia as well. [In addition,
there are indirect taxes such as
parking taxes, | believe we're if
not the highest, one of the highest
par ki ng taxes in Phil adel phia, so
t he workers who don't take
advant age of public transportation
have to spend noney, significant

costs on that.
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"' mreading through al
this and Jeff really caught nost of
what | was about to say, but |
think you can al so see we've had a
fantastic advantage here in
Phi | adel phia. You know, for 20
years | heard about the brain
drain. That's the folks that would
graduate from our great
uni versities and then | eave to go
to cities such as Boston,
Washi ngton D. C. and New York.

And Phi | adel phi a, one of
t he advant ages we have besi des our
fantastic housing stock, third
| argest, Center City here in
Phi | adel phia, it's a nmuch |ess
expensive city than the ones | | ust
mentioned. So these folks were
| eaving. And as anenities
happened, as nore cane, we saw nore
and nore of these young fol ks
stayi ng here in Philadel phia. And
it did help the office nmarket and

there were certain conmpani es that
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were opening up satellite offices,
not a trenmendous anount of

enpl oyees and not a trenendous
anmount of square footage, but that
was hel pful .

But we are just talking
about a drain. [If you ever try to
go west on the Schuyl ki l
Expressway in the norning, you're
seeing all these workers instead of
comng into the Cty, going out and
spendi ng an hour-plus trying to get
out to their suburban jobs. And
the reason is very sinple. The tax
burden that these conpanies have to
absorb here in Phil adel phia,
they're going out to the suburbs.

So | think if we had a nuch
nore | evel playing field, |
genui nely believe that we woul d get
nore than our fair share and expand
the office market. As Jeff had
said, there's about 45 mllion
square feet of office space here in

Phi | adel phia. Wen | started in
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1987, there was 40 mllion square
feet and that says quite a bit.
Thank you very nuch.

MR, STITT: Thank you for
your testinony.

Thonas.

MR. G NSBERG  Good
norni ng. Thank you very nuch for
the opportunity to testify today.
My nane is Thomas G nsberg.
represent the Pew Charitable Trust.
We're a private nonprofit,
nonparti san organi zati on that
provi des data-driven research and
engages wth policynakers and the
public on key fiscal issues facing
Phi | adel phia, which is Pew s
honmet own.

Pew has done research on
Phi | adel phia public finance and tax
policy for nore than 15 years. W
have two recent pieces of research
that are relevant to this
Comm ssion's work. One analysis

| ast year | ooked at Phil adel phia
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t axes on househol ds and t he ot her,
just released this norning

actual ly, | ooks at businesses.
Both focus on tax burden using
sonething called the effective tax
rate.

The effective tax rate
tries to neasure how taxes affect
t he payers, not how they affect
gover nnent revenues. One of our
topline findings I'mgoing to
explain here is that the Gty's tax
exenpti ons excl usi ons have had a
bi g, al nost decisive inpact on the
tax burdens on both househol ds and
busi nesses, although to very
di fferent degrees in each.

First, with respect to
househol ds we | ooked at four |ocal
taxes: the wage tax, the school
I ncone tax, property tax and sal es
tax, and their burden on different
ki nds of hypot hetical househol ds
who are renters or honeowners. W

assunme the renters in this research
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recei ved no subsidies and they
shoul dered the property tax
indirectly through the rent that
t hey pay.

We had two main findings:
Phi | adel phi a's househol d tax burden
was the | owest on | owincone
honmeowners and it was the highest
on | owincone unsubsidi zed renters.
That assunes simlar incone |evels
for those groups. |In both of those
cases the main reason is the Gty's
Honmestead tax credit -- tax
exenption, excuse ne. Honmeowners
can get it. Unsubsidized renters
cannot. The Honestead Exenption
was the main differentiator in the
tax burden on these two groups.

Poi nt two, for honmeowni ng
househol ds that claimthe Honestead
Exenpti on, Phil adel phia essentially
has a progressive tax structure.
That nmeans their tax burden goes
down as their inconme and property

val ue goes down. And conversely,
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it goes up as their incones and
property values go up. That is not
ot herwi se the case in Philadel phia
or Pennsyl vania. Under

Pennsyl vani a | aw, that nandates
that tax rates be uniformor flat
for all payers. Flat uniformtaxes
wi t hout any nmj or exenptions result
in a regressive tax structure and
that is where Phil adel phia renters
live, in a regressive tax

envi ronnment .

On busi nesses, we | ooked at

how di fferent sectors, sizes and
structures of businesses with sales
i n Philadel phia are affected by
just two of the |local taxes that we
| ooked at in this case: The BIRT,
t he Busi ness, Inconme & Receipts
Tax, which is an unusual tax
nationwide in that it taxes both
gross and net that falls on a
busi ness.

W al so | ooked at the net

profits tax, which is levied on
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busi nesses, mainly on partnerships
and sol e proprietorships. W did
not | ook at state tax. W did not
| ook at wage tax in this analysis.
For this study we did not also
create hypothetical taxpayers. W
used actual BIRT and NPT tax
returns, alnost a mllion of them
W | ooked at four different years,
2017 to 2021.

Poi nt one, main finding,
busi nesses face a BIRT-affected tax
rate of 3.5 percent at the nedian.
That is, the two-prong BIRT
consuned 3.5 percent of their net
I ncone on average every year. And
we enphasi ze that's a nedian. That
neans hal f the businesses pay | ess
or shoul dered | ess and hal f
shoul dered nore, some cases a | ot
nor e.

Point two, the smaller a
busi ness in ternms of gross
recei pts, the lower its tax burden.

The smal |l est was 0.8 percent of net
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I ncone at the nedian for small
conpared to 7 percent at the nedi an
for | arge conpanies. A mmjor
reason for this is difference is
t he $100, 000 gross receipts
exclusion. That provides
di sproportionate significant relief
to smal | er businesses, but that
excl usi on provi des no neani ngf ul
relief for |arge conpanies.

We found that 94 percent of
Bl RT revenues are owed by | arge
corporations -- |arge conpanies,
I'"'msorry, as we group them
Three-quarters of the businesses in
the Gty, that's about 72,000
busi nesses on average, did not have
enough taxabl e i ncone even to incur
a BIRT liability. One-third of
busi nesses that did have enough
sal es, that was about 12, 000
conpani es, reported being
unprofitable but still owed the
gross receipts tax.

Point three, the BIRT tax
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burden varied in notable ways
across industry sectors from around
2 percent to 6 percent. Each
sector, and |I'mtal ki ng about
retail, whol esal e, manufacturing,
what ever sector grouping that there
may be, each sector also had
different | evel of exposure to
gross or net sides of BIRT, those
two prongs.

Consequently, each sector
woul d feel the effect of any
changes in the systemdifferently.
Sectors are going to be affected
differently one way or the other.
And separately fourth point, we
| ooked at NPT, the net profits tax.
The nedian tax bill for those who
had to pay the net profits tax was
$360 a year. Doesn't sound like
much. |In fact, it is not nuch
conpared to the BIRT. But the net
profits tax touches a |l ot nore
busi nesses, small businesses. On

average over the period we | ooked
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at 56, 000 have to pay that conpared
to about 35,000 paying the BIRT or
|iable for the BIRT | shoul d say.

I n concl usion, we found
t hat Phil adel phia's tax exenptions
have a | ot of inpact on the tax
burdens that honmeowners and snall
busi nesses face, especially since
the Gty cannot vary those
underlying rates due to the
uniformty clause of the
Constitution.

Those are ny topline
findings. |1'm happy to take any
guestions and address them as best
| can and | appreciate the work
that you all are doing here. Thank
you.

MR. STITT: Thank you for
your testinony.

Next two speakers are Stan
Shapiro and Chad WIIi ans.

Also would like to
recogni ze the presence of

Counci | mrenber JimHarrity.
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Wl cone.

(Wtnesses approached
Wtness table.)

MR. SHAPI RO  Good norni ng.

MR STITT: Good norning.
Pl ease state your nane for the
record and proceed with your
testi nony.

MR. SHAPI RO Good norni ng,
Conmm ssion nenbers. M nane is
Stan Shapiro and |'m here as Vice-
chair of Philly Nei ghborhood
Net wor ks and a nenber of the Philly
Revenue Project. [1'd like to offer
a brief review of the mandate that
this Conm ssion is charged with at
Section 4-900(a) of the Home Rul e
Charter. |'mdoing this not just
as an observer but as soneone who
was on the legal staff of Gty
Council at the tinme that this was
proposed to be adopted by the
voters.

So it's a long section, but

for our purposes the rel evant
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portion reads as follows: "The
Comm ssion shall anal yze each tax
to determ ne whether and to what
extent the rate of the tax may be
decreased in a fiscally and

soci ally responsi bl e manner' ."
After calling for Comm ssion
recommendati ons that pronote
econom ¢ grow h, the section goes
on to say "The Comm ssion's work
shall al so be guided by the
principle of tax fairness and tax
equity in apportioning tax

bur dens. "

Parsing this section nakes
clear that there are four
separately stated tests that any
reconmendati ons of this Conm ssion
must pass: First, they should
pronote growth. W already know
that various representatives of big
business wll ask the Conm ssion to
concl ude that across-the-board tax
cuts wll satisfy that test. |

don't believe those argunents are
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valid. But even if they are, that
woul d only get a proposed cut one
quarter of the way to the finish
l'ine.

Second, any suggested tax
cuts must be found to be fiscally
responsi ble. | know that there are
fancy econonetric nodels that have
time to tinme suggested that tax
cuts actually produce nore revenue,
not less. That theory was fanously
descri bed by a fornmer Republican
Presi dent as voodoo econom cs, but
contrary to theory we know what tax
cuts definitely bring before the
magi c sets in, if it ever does, and
that's austerity. They bring
reductions in basic services that
support people in their
nei ghbor hoods and that nmake them
saf e and prosperous.

W know what these services
are. |I'mnot going to detail them
here. Ohers probably will, but

magi cal tax cuts, especially ones
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that nostly benefit big business
wi Il not pay for those services.
Third, any suggested tax cuts nust
be "socially responsible.” In

ot her words, they nust contribute
to a nore just, equitable and
sustai nabl e society. So any tax
cut idea that suggests it wll
attract jobs nust be separately
eval uat ed regardi ng how many

unenpl oyed and under enpl oyed Bl ack
and Brown fol ks who' ve been subj ect
to systemc discrimnation in this
city, country and world, how many
of those will get those jobs, what
the pay rates for those jobs wl|
be, whet her conpani es assisted wll
respect |abor, civil rights and
environnmental | aws, how they w |
affect the viability of existing
nei ghbor hood busi nesses and whet her
they will as a package benefit

t hose nost di sadvantaged in our
city or instead those who are

al ready doing really well. So, for
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I nstance, if tax cuts nostly
benefit the bottomline of big | aw
firms and national hotel chains and
real estate conpanies, they won't
pass nuster.

Fourth, but certainly not
| east, we get to the provision that
requi res each Conm ssion tax cut
proposal to nmeet the test of "tax
fairness and tax equity." So, for
exanple, if the Comm ssion were to
consider a 1 percent wage tax cut,
it would have to reckon with the
fact that very | ow wage workers
al ready are exenpt fromall but the
PI CA portion of that tax, a portion
t hat cannot be reduced. They woul d
get no benefit at all froma wage
tax reduction.

As the workers earning
$50, 000, their benefits would be
$500. Anyone paid $500, 000, sinple
math tells us would get a benefit
10 ti nmes bigger or $5,000. So you

got a nedi an-wage worker getting
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500. Soneone doing really well
gets 5,000. That's not tax equity.

Simlarly, a 1 percent cut
in BIRT's net incone tax wl|
di sproportionately benefit big
busi ness. W've already been told
that 75 percent of businesses in
the Gty pay no BIRT. So a 1
percent cut would primarily benefit
the 100 or so conpanies with gross
receipts in the Cty of $100
mllion or nore. There are about
100 of them They would get an
enor nous benefit.

So this is the | aw,
menbers. This is not Stan Shapiro
speaki ng for what he wants. This
Is in Section 4-900(a) of The
Phi | adel phia Code. | hope and
trust that the Conmm ssion wl|
abi de by your mandate. Thank you.

MR. STITT: Thank you for
your testinony.

Next two speakers, WIIliam

Bow e, Erin Dwyer.

Page 34

Lexi tas Legal Phil adel phia
215-504- 4622




Tax Ref orm Conmi ssion Conmittee
06/ 17/ 2024

© 00 N o o b~ w N P

N N DN DN MDD P P P FP P PP R PP
o b~ W N B O © 00 N oo 0o M W N B+, O

(Wtnesses approached
Wtness table.)

M5. DWER: Good norni ng.
I'"'mErin Dwer Harvard, the
Director of Public Affairs of the
CGeneral Building Contractors
Associ ation. GBCA represents
nearly 350 conmmercial, industrial,
institutional general contractors,
subcontractors and materi al
suppl i ers throughout the G eater
Phi | adel phia region. On behal f of
GBCA and our nenber conpani es,
thank you for allowing ne to
testify today.

We commend and support the
efforts of the Tax Reform
Comm ssion. As this body exam nes
the City of Phil adel phia's tax
structure, we reconmend a further
reduction in the Business |Incone
Recei pts Tax as well as the city
wage tax. Qur general contractors
built this city and will conti nue

to build Phil adel phia's skyline.
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We along with our partners
i n | abor provide Phil adel phi ans
with a fam | y-sustaining wage t hat
builds our city. If the Gty of
Phi | adel phia wants to continue to
support its residents and grow our
popul ation, a reduction in taxes is
pivotal. Each year Phil adel phia
| oses 60,000 residents, which is
10, 000 nore than those noving in
each year. |If we hope to nobve our
city forward, we nust change what
has not worked in the past.

Today you will hear from
i ndi viduals fromsmall busi nesses,
| arger institutions and ot her
entities. Qur nenbers work with
t hese groups to build Phil adel phi a
and we nust support our | eaders at
every level to create a sustainable
Phi | adel phia. Thank you for your
time today.

MR. STITT: Thank you for
your testinony.

State your nane for the
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record and proceed.

MR. BOWE: Good norning.
I'"d like to start by thanking the
Council for the opportunity to
speak today. My nane is WIliam
Bow e and | amthe owner of Enpower
Construction, a small yet grow ng
enterprise |ocated here in
Phi | adel phia. | stand before you
to share ny experiences and the
i npacts of the current tax
structure on ny business and the
broader community.

As a business owner, | am
proud of the contribution Enpower
Construction nmakes to our | ocal
econony. W enploy 82 individuals
with plans to expand with
additional hires in the com ng
year. Qur partnership spans across
various smal |l businesses in the
Cty, fostering a network of | ocal
commerce that benefits us all
Mor eover, we invest in workforce

apprenti ceship prograns designed to
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provi de opportunities and skilled
devel opnent for Phil adel phi a
resi dents.

As a Board nenber of
Phi | adel phia Wrks and nore
inmportantly being born in the city
of Philadelphia, it is nost
important to nme that the Gty |
| ove thrives when it conmes to
creating opportunity. However, the
econom ¢ | andscape within which we
oper ate poses significant
chal |l enges. Phil adel phia's
conmbi nati on of business taxes adds
a heavy burden on enterprises |ike
mne. This is particularly
concerni ng because we under st and
that small- and nedi um si zed
busi nesses are essential for
driving job creation and econonic
gr ow h.

Additionally, the high tax
cost can deter new businesses from
est abl i shi ng thensel ves here,

stifling innovation and potenti al
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enpl oynent opportunities, although
we are one of the largest African
Anmeri can-owned utility construction
conpanies in the Northeastern
United States, that should say a

| ot because we have only been in
busi ness for three years and we
still are considered a snall

busi ness.

Qur largest client PECO
wants us to have a presence in the
city of Phil adel phia because we are
very intentional about being in, of
and for the communities in which we
serve. But the tax structure is
sonething | always need to keep in
m nd when choosing areas to do work
because it can have effects on the
financial success of certain
proj ects.

The current tax structure
not only affects ny business but
al so those with whom we contract.
The financial strain limts our

capacity for expansion, hiring and
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rei nvestment into our comrunities.
Wiile we are fully commtted to
becomi ng a prem er contractor in
Phi | adel phia, the pressure fromthe
taxation framework makes the idea
of keeping our projects and
headquarters in suburbs nore
appeal i ng and financially prudent.

Thi s situation underscores
the necessity for imredi ate action.
The recent fiscal reports as
anal yzed by Econsult indicate that
Phi | adel phia has a strong position
to reduce these punitive taxes.
Wth state revenue coll ections
exceedi ng projections, the Gty has
an unexpected opportunity to
i npl enent a nore aggressive and
favorabl e tax strategy.

I n closing, reducing
busi ness taxes will create a nore
supportive environnment for existing
busi nesses and attract new ventures
to Philadelphia. |It's inperative

that the City | everages this nonent
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to reformthe tax systemfor a
bri ghter and nore prosperous
future, because the chil dhood
dreans of a young boy who grew up
I n Germant own section of
Phi | adel phia owning his own
construction conpany and providi ng
a space filled with opportunity for
each and every Phil adel phian to
thrive is one step away. | |ove
this city with all nmy heart and ny
m ssion is to have generations work
for Enpower Construction, and this
is just nonments away. | just need
alittle bit of help. Thank you.

MR. STITT: Thank you for
your testinony.

Next two speakers Rasagnha
Holt and Craig WIIi amns.

(No response.)

MR STITT: David Simms,
Jason Ray.

(Wtnesses approached
Wtness table.)

MR STITT: You can state
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your nane and proceed with your
testi nony.

MR. RAY: Good norning. My
name is Jason Ray. |'mthe founder
and President of Zenith Walth
Partners, which is a | oca
m nority-owned i nvestnent advisory
firmhere to tal k about the
pressi ng need for business tax
reform specifically reducing or
el imnating the Business |Incone &
Recei pts Tax for small businesses
commonly known as BI RT.

The BI RT taxes both gross
and net on our business which poses
a significant obstacle for snal
busi nesses like Zenith. It's
particul arly burdensone because it
takes a portion of our revenue off
the top, directly inpacting our
gross margi n and reduci ng what we
have to operate our business.

For a snmall| busi ness,
right, reinvestnment and

opportunities to invest in our
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further growth and our operating
activities is crucial, and this tax
really directly inpacts our ability
to not do this. Further, as we
grow and achieve profitability, the
assessnent of net inconme further
hi nders profitability and our
ability to invest in |ocal talent
to expand our services and invest
in new technol ogies. These
I nvestnents are essential for
fostering econom c growth and
creating job opportunities for
folks in our industry and for fol ks
entering the industry.

Loweri ng and elim nating
Bl RT woul d provi de a nuch-needed
boost for our business and for many
smal | busi nesses across the City.
It will enable us to retain nore of
our earnings. It wll be critical
for hiring nore talent and hel ping
reduci ng unenpl oynment and
stimul ati ng devel opnent in

Phi | adel phia, particularly for
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young fol ks that are com ng out of
t he school system and | ooking for
j obs in the workforce.

In conclusion, reformng
this would not only support our
busi ness but contribute to a nore
I ncl usi ve and equitabl e econom c
| andscape in Phil adel phia. | urge
this Conmttee to consider these
points and take an action to create
a nore favorable environnment for
our businesses, particularly those
that are small, mnority-owned and
striving to nake a positive inpact
on our community. Thank you.

MR. STITT: Thank you for
your testinony.

State your nane and
proceed.

MR SIMMS: M nane is
David Simms. |'mthe artist and
proprietor of Edible Delights
Catering, a small business in the
M. Airy sectioninthe Gty. |'ve

been i n busi ness now for
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approximately 20 years and the BIRT
tax has definitely affected ny

busi ness. And as an entrepreneur
that's devoted to ny business and
to ny community, | felt as though
that it's been a stronghol d.

I was really | ooking
forward in the | ast budget for Gty
Counci| maybe to reduce the BIRT
tax and that didn't happen. And
that's ny testinony for the day.
Thank you.

MR. STITT: Thank you both
for your testinmony. Al right.

The next two nanmes are -- apol ogi es
if | pronounce your |ast nane
wrong -- Jonathan Sgro, Andy Toy.

(Wtnesses approached
Wtness table.)

MR, STITT: Good norning.

MR. SGRO  Morni ng.

MR. STITT: Please state
your nane and proceed with your
testi nony.

MR SGERO Sure. Good
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nor ni ng, nmenbers of the Conm ssion.
My nanme is Jonathan Sgro. |'ma
Di vi si onal Supervising Attorney at
Community Legal Services where |
represent honeowners struggling to
afford their property taxes. The
Tax Ref orm Conmi ssion is charged
wi t h eval uating Phil adel phia's tax
structure with a focus on fairness
and equity.

The 2003 Conmi ssi on
recommended cutting wage and
busi ness taxes and increasing
reliance on property taxes. |'m
here to enphasi ze that any
reconmendati on of this Conmm ssion
shoul d be judged by how it inpacts
| ow-i ncone and wor ki ng-cl ass
resi dents of Phil adel phia. And
when it cones to property taxes,
t hat neans our honeowners who are
nost vul nerabl e to displacenent and
rising property tax bills.

Phi | adel phi a has an

unusual Iy high rate of
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homeowner shi p, especially anong
Bl ack, Hi spanic and | owi ncone
househol ds. Many of these hones
have been in famlies for
generations. Sone believe that
property taxes are a nore reliable
source of revenue because real
estate doesn't nove, but famlies
and | ong-ti ne honeowners do nove
when they can no | onger afford
their bills.

In 2003, the Tax Reform
Conmm ssion noted the inportance of
i nproving the accuracy of property
tax assessnents and providing
protections to homeowners in recent
years. The OPA has nade
significant inprovenents and CLS is
particularly proud to have worked
with the Gty and the Departnent of
Revenue to create a robust safety
net for honeowners.

Just | ast week Counci l
unani nously approved the creation

of a |l owincome Tax Freeze program
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20 years after it was first
suggested by this Comm ssion, but
there is still nmuch work to be done
to achieve fairness and equity in
our property tax systemto prevent
di spl acenent and preserve

I nt ergener ational wealth.

Phi | adel phia continues to struggle
wi th inaccuracy and regressivity in
property tax assessments.

A recent report co-authored
by CLS and the Rei nvestnent Fund
shows that honmeowners living in
maj ority Bl ack, Hi spanic and
| ow-i ncone nei ghbor hoods are nore
likely to be inaccurately assessed
and nore likely to be overassessed
conpared to White honeowners |iving
i n higher income nei ghborhoods.

Thi s new report recomends
exam ni ng the OPA' s assessnent
nmet hodol ogy to increase accuracy
and elimnate racial bias,

I ncreasi ng transparency and

creating a taxpayer advocate
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position to hel p honeowners

navi gate the appeals process. This
Commi ssi on should be sure to
coordinate its efforts with the
Task Force recently announced by
Mayor Parker to elimnate racial
bias fromthe assessnent system

Unfortunately, the work of
the Assessnent Equity Task Force
will take years. Meanwhile,
honeowners wi Il continue to
struggle with rising assessnents.
The OPA w Il soon rel ease new
assessed val ues for 2025 and we
expect honmeowners to see
significant increases. Existing
tax relief prograns will work for
sone but many will continue to fal
t hrough the cracks.

Waile this Comm ssion is
exploring ways to generate new
revenue, it nust work equally hard
to ensure that no Phil adel phia
honmeowner is faced wth the | oss of

their hone because their incone is
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out paced by rising assessnents.
The Comm ssion nust al so consi der
ways to inprove adm ni stration of
existing tax relief prograns, which
remai n grossly underenroll ed.
Twenty years ago the
Conmm ssi on recomended i nprovi ng
access to these progranms. That
reconmendation remains unful filled.
For exanple, only 33 percent of
eligible seniors are enrolled in
the Seni or Freeze program It
should be a priority of this
Conmmi ssion to make these prograns
nore accessi bl e through targeted
outreach and automatic enrol |l nent.
Pol i cymakers are often
focused on the devel opnent of new
af f ordabl e housing. W nust devote
equal attention to preserving hones
where famlies already live, both
their nost affordable source of
housi ng and their greatest source
of wealth. |In Philadel phia, given

our high rate of |owincone
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homeowner shi p, this Conm ssion nust
be guided by the principle that
property tax policy is affordable
housi ng policy. Thank you.

MR, STITT: Thank you for
your testinony.

Pl ease proceed.

MR. TOY: Good norning,
Chai rpersons Vague and Stitt and
di stingui shed nenbers of the
Phi | adel phi a Tax Ref orm Conmm ssi on.
My nane is Andy Toy and |'m here
today as a concerned and engaged
citizen. M goal today is to get
the often m sunderstood | and val ue
tax or LVT into the discussion as a
true reform

Sonme of us call it a "smart
tax for smart growh.” If we were
to begin noving towards a higher
tax on | and versus i nprovenents,
bel i eve we woul d nove the needle on
i ncentivizing devel opnent, penalize
bl i ght and specul ation, help to

create nore housi ng and affordabl e
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housi ng, hel p ease the burden on
sonme of our struggling comerci al
corridors and potentially enable
oursel ves to | ower other taxes,
busi ness and wage being the

bi ggest.

As soneone trained as an
econom st and policy anal yst, ny
inclination is to | ook at how
governnent can incentivize positive
behavi or and di scourage negati ve
behavi or w t hout enacti ng onerous
and difficult -- to enforce
regulations. Currently, if a
property owner wants to nmake sone
I nprovenents to their property,
they may see an increase in
assessnment and therefore taxes,
unless it is a significant
I nprovenent that warrants applying
for a tax abatenent.

Havi ng worked in Cty
governnment, | saw many instances of
owners trying to stay under the

assessnent radar by either not
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applying for permts or just not
maki ng the inprovenents. The
bi ggest exanple of this was
slum ord Sam Rappaport, nmany of you
know, who never paid his fair share
of taxes while waiting for his
often blighted properties to becone
val uabl e just by their |ocation.
The i ncreased val ues had
nothing to do with his investnent
in inmprovenents. It was al ways a
function of the area getting
better, in many ways due to the
Cty's investnment in infrastructure
or pronoting new devel opnment such
as Liberty Place. The point here
is that we ought to reward
I nvestment, not penalize it.
| woul d recommend novi ng
increnentally towards a slightly
hi gher | and value that coul d test
the waters in Phil adel phi a,
al t hough we have seen that LVT has
for years been successfully

i npl enmented across the country
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al ready and even in over a dozen
muni ci palities in Pennsylvania. So
we know it does not conflict with
the state's uniformty cl ause.

O her Pennsylvania cities
t hat have adopted LVT incl ude
Harrisburg, Allentown, Erie Cty,
Scranton, Altoona and even near by
M Il bourne. 1In fact, |I'mvery
famliar with M| bourne. Just
before you get to 69th Street in
Upper Darby, you may recall the old
Sears site there that was
denol i shed and vacant for many
years.

It wasn't until M I bourne
with the | eadership of ny coll eague
Mayor Tom Kraner instituted LVT did
the largest site in the borough get
redevel oped. But even for a couple
years before the construction, the
owners were finally paying a nuch
| ar ger anount that all owed everyone
el se's taxes to be decreased. W

know t hat the incentive works right
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fromour own backyard experience.

Around ei ght years ago |
wor ked with Josh Vincent at the
Center for the Study of Econom cs
and he was able to run sone
simul ati ons around what vari ous
I ncrenental tax changes to | and
versus inprovenents would do to
actual tax amounts for different
types of property in different
nei ghbor hoods. This assuned t hat
the total collection wiuld be the
sanme or revenue neutral, although
we can easily alter that
assunpti on.

At the tinme the breakdown
was approxi mately 78 percent of the
City's real estate tax collection
was due to inprovenents in 22
percent for the |land val ues. W
were hoping to get the attention of
Mayor Kenney to do sonet hing
i nnovative at the beginning of the
term but there was a real focus on

the soda tax at that point.
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However, the simulation
results were cool, generally
| onering tax burdens on poor
resi dents and nom and- pop stores
and multi-famly dwellings. O her
commercial, industrial and vacant
| and did go up but not by nuch
relatively. The individual changes
in the revenue-neutral increnenta
approach were not huge, but for
| ower -i ncone fol ks nmuch nore
positively and significant.

| believe we could
certainly update the data if there
IS serious interest in this
approach fromthis Conm ssion, and
there are other ways to use LVT
such as using it to address
currently exenpt properties through
pilots. Finally, like many | too
was a skeptic until | went to a
presentation years ago and it
really did make econom c sense.

Today Detroit's mayor is

pushing that city to inplenent LVT

Page 56

Lexi tas Legal Phil adel phia
215-504- 4622




Tax Ref orm Conmi ssion Conmittee
06/ 17/ 2024

© 00 N o o b~ w N P

N N DN DN MDD P P P FP P PP R PP
o b~ W N B O © 00 N oo 0o M W N B+, O

which is pretty likely to happen,
whi ch even nmakes nore sense there.
And ot her supporters are out there,
i ncl uding the National Association
of Home Buil ders, the Congress for
New Ur bani sm the Lincoln Land
Institute and nmany others,
I ncludi ng sone of this esteened
commttee -- Commi ssion. |'m
sorry. Thank you for your tine.

MR. STITT: Thank you for
your testinony.

Next two speakers, Tim
Kearney, Phil Butler.

(Wtnesses approached
Wtness table.)

MR. STITT: Good norning.
Pl ease state your nanme for the
record and proceed.

MR. KEARNEY: Thank you.
Good norning, Chairman Stitt and
Chai rman Vague and nenbers of the
Commi ssion. My name is Tim Kear ney
and | was appointed to the Tax

Advi sory Commi ssion Conm ttee by
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Ni col e Law ence, Executive Director
of TURN. |'mhere to represent
TURN.

TURN stands for the Tenant
Uni on Representative Network, and
Its mssion is to educate, advocate
and organi ze for residential
tenants in Philadel phia. Roughly
46 percent of all Phil adel phia
househol ds are residential tenant
househol ds. TURN has a Tenant
Rights Unit that sees
Phi | adel phi ans t hat have bad
residential |andlords. TURN al so
under contract adm ni sters nunerous
rental assistance prograns for
Phi | adel phia City governnent.

TURN originally began in
1973 as a special project of
Communi ty Legal Services worKking
with residential tenants in sone
troubl ed buil di ngs i n Germant own.
TURN wor ks predom nantly with
Phi | adel phians with | ow i ncones.

It is fromtheir perspective that I
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make suggestions for the Comm ssion
this norning, and ny witten
testinmony | gave copies, each of
you shoul d have those with you.

Hi storically, in the United
States | ocal taxation has been nore
regressive than state and federal
taxation. Rent and rent increases
bestow no equity in the property
for residential tenants despite the
fact that rents cover everything.
When you pay the rent, 46 percent
of all Philadel phia househol ds when
they pay their rent, they're paying
for the repairs, they're paying for
the taxes, they're paying for the
i nsurance on the property, they're
paying for the landlord |licensing
fees, they're paying the nortgages
that the [ andl ords have and they're
payi ng the profits that the
| andl ords get fromtheir business.

One of the things that TURN
teaches is that housing is a civil

right. TURN teaches civil -- |I'm
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sorry, that housing is a human
right, that TURN is teachi ng human
rights, that we have to nove beyond
just civil rights that nost of us
have spent -- if you're as old as |
am spent your whole |ife dealing
with so many different civil rights
I ssues. But in the United States
we don't nove as nuch as we should
to concentrate on human rights as
we do on civil rights.

Housing is in the
I nternational Declaration of Human
Rights. And in general, we should
not be raising taxes on apartnents
and houses. W should be
subsi di zing them Housing is a
human right. M testinony this
norning is one of some prelimnary
t hought s and conclusions. As the
process continues, | wll have sone
further input through the Advisory
Committee as we learn nore details
about current and possible policies

for municipal taxes and fees.
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We should -- anyway, |I'm
going to -- | want to -- because
you can read ny testinony, |'m not

going to read it and go over it. |
want to touch on two main parts of
it. | think one of the biggest and
best reforns that we can do, and |
appreci ate sonme comments from Jack
and his coworker fromthe Revenue
Departnment who informed ne that the
old tax elimnation wage tax for

| ow-i ncone workers was inpl enent ed
in some formand | was unaware of
that. But it was a bill that was
passed and repeal ed when Cty
Counci | man David Cohen was in Gty
Counci|l back in the 1990s and early
2000s.

And | think that one of the
ways that we can nmake the taxes
nore progressive in Philadel phia,
and | think that should be our goal
and the goal of the Comm ssion, is
twofol d, that we should cut the

wage tax taxes for |owincone
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fol ks, that whatever the City |aw
is that's in place should be beefed
up so that it equals the level and
the inpact of the state tax-back
program and the federal earned
I ncone tax program

Now, going along with this,
| would like to say because there's
been a lot witten about the
G eater Phil adel phia Urban Affairs
Coalition program to get people to
sign up for tax back in EI TC and
estimates that if everybody
partici pated and took advant age of
it, that the City would reap $150
mllion of federal and state noney
that's just lying on the table
woul d conme back into our econony
and be spent here.

| think $1 million to beef
up that programis very, very snall
and that we should put in enough
noney until we can get a very, very
hi gh percentage of the fol ks who

are eligible for all three tax-back
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refunds to be able to get it. Now,
dovetailing or bal anci ng the wage
tax cut for |owincone workers for
t he wor ki ng poor woul d be pushing
Counci | woman Kendra Brooks' wealth
tax, and the estimates are that
that's going to bring in
$200-sonething mllion a year. And
so, | think those two things
together are very inportant.

The ot her thing, because
we' re | ooking at possibly building
an arena in Center Cty, | would
reconmmend to the Conmi ssion and to
our current Cty Council to |ook
very carefully at what happened
back at the turn of the century.
l'"ve witten nore in nmy witten
testinony, but the Gty Counci
| ost sonme enornously good revenue
streans. W | ost sone enornously
good revenue streans when we tore
down Vet Stadium a deal for the
football and the baseball teamthat

was average for themwas going to
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get worse, which is one of the big
reasons why it got torn down and we
got two new stadiunms. But the
| oser in the process was the City.

The Phi |l adel phi a t axpayer,
all the citizens of Phil adel phi a,
pay for four brand new stadi uns,
whi ch we never had to do, and it's
essentially the greatest anmpunt of
corporate wel fare and our tax noney
goes to sonething that two of the
richest entities in our country
never needed any subsidy for, but
we shoul dn't be subsidizing pro
sports stadiuns, and we need to be
very careful with this new arena,
that taxpayers aren't left on the
hook for payi ng sonethi ng that
peopl e are so weal thy, the National
Basket bal | Association is so
weal thy that the citizens in
Phi | adel phia don't need to pay for
it.

| also would like to add

because a | ot has been witten --
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and cut me off if I'"'mat the 3
mnutes -- a |lot has been witten
about the 170,000 Phil adel phi a
citizens that voted to formthe Tax
Ref orm Comm ssi on back in 2003 to

| ower our taxes. And what wasn't
witten in that is that an awful

| ot of people really |love to pay
taxes, | nean absolutely love to
pay taxes. And | don't think we
shoul d ever forget about that. But
they love to pay taxes for all the
things that they really benefit by
in society.

And one of the things that
taxpayers like is they |like
targeted taxes because then they
know what they're going to get.

The way we have governnent today,
our representative governnent,
fornms of governnment at each | evel
don't always represent us. And so,
if we can target taxes so people
know what they're getting, that

woul d be hel pful. I1'mgoing to
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stop there. |1'd be very glad to
answer any questions.

MR. STITT: Thank you for
your testinony.

Pr oceed.

MR. BUTLER: Good norni ng,
Chairperson Stitt, Levy and ot her
menbers of the Tax Reform
Comm ssion. |'mPhil Butler,

Presi dent of NAIOP G eater

Phi | adel phi a Chapter representing
owners, devel opers, other nenbers
of the comercial real estate in
office, residential, primarily
office, m xed-use and i ndustri al
product types.

As the Conm ssion considers
a w de range of reformto inprove
current tax structure, NAlI OP
G eater Phil adel phia believes that
i ncl usive growt h should be a top
priority. The phrase inclusive
growh is used these days very
often so | believe it's vital to be

cl ear about what it neans. W at
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NAI OP see it as a continuum t hat
starts with tax reform thoughtful
and equitable revisions to the tax
code that wll fuel jobs, allow
Phi | adel phia's diverse small- and
medi um si zed busi nesses to nake
i nvestnents in the futures of their
enterprises. Their investnents
lead to job growh, attract new
busi nesses to our city creating
addi ti onal revenues for the Cty.

And those revenues, when
depl oyed thoughtfully with
I ntention, can enhance services,
provi de safe, clean and green
communi ti es which are the very
priorities that Mayor Parker and
Cty Council are focused on.
That's where this conmes full
circle, because a safer, cleaner
and greener Philadel phia will bring
nore residents, visitors and in
turn nore business.

And any revenues | ost

through the tax reductions in the

Page 67

Lexi tas Legal Phil adel phia
215-504- 4622




Tax Ref orm Conmi ssion Conmittee
06/ 17/ 2024

© 00 N o o b~ w N P

N N DN DN MDD P P P FP P PP R PP
o b~ W N B O © 00 N oo 0o M W N B+, O

short term can be reclained through
this gromh. That in a nutshell is
what we nean, NAI OP neans by
inclusive growh. [It's growh that
benefits all Phil adel phi ans.

That's why we at NAIOP G eater

Phi | adel phi a are hopeful about the
new | eadership in Philadel phia as
evi denced by the establishnent of
this very conmttee -- this very
Conmmi ssi on.

We need to recogni ze that
conprehensi ve tax reform al so spurs
out si de capital investnents.

Thi nki ng back to the 2010s, we
can't forget that that our city

wi t nessed a remarkabl e influx of
outer market investnent signaling a
strong belief in our city's
potential. In fact, over $20
billion has been invested from
sources both inside and outside of
the region in new devel opnent. Yet
t he nmonment um of such investnents

has waned over the recent years.
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It has been hindered by
ri sing gun violence, entrenched
poverty and i nsufficient
opportunities for mnority-owned
busi nesses. These chal | enges have
cast a shadow over Phil adel phi a,
one that we nust figure out howto
di spel . The consensus anong
i ndustry | eaders i s unequivocal .
External investnents is the
i febl ood of Phil adel phia's grow h,
i nclusive growh. Equitable change
to the code woul d be the precise
signal that outside investors take
note of as they eval uate
Phi | adel phi a al ongsi de ot her maj or
cities.

Capital investors need to
see the City is noving in the right
di rection and those types of
changes would go a long way to
provi ding that confidence to others
i nsi de and outside of the region.
In short, Philadelphiais at a

crossroads and the path we choose
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wi Il shape our city's future for

generations to cone. A clear

vision for growh will send the

nessage that to the nationa

I nvestor comunity that

Phi | adel phi a deserves a serious

| ook in the nonths and years ahead.
NAI OP G eater Phil adel phia

is commtted to working with Mayor

Parker, Cty Council and this

Conmmi ssion to catalyze growh and

prosperity for all Philadel phians.

Thank you for your tine today. [|'m
nore than willing to answer any
guesti ons.

MR STITT: Al right.
Thank you for your testinony.

Next two speakers are
Jenni fer Rodriguez and Regi na
Hai r st on.

(Wtnesses approached
Wtness table.)

MR. STITT:. Good norning.

M5. RODRI GUEZ: Good

nor ni ng.
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M5. HAI RSTON:  Good
nor ni ng.

MR STITT: You may
proceed.

M5. RODRI GUEZ: Good
nor ni ng, buenos dias, distinguished
nmenbers of the Phil adel phia Tax
Ref orm Comm ssion. | am Jennifer
Rodri guez, President and CEO of the
G eater Phil adel phia Hi spanic
Chanber of Commerce. Thank you for
the opportunity to testify today.

| am here to advocate for a
significant and consi st ent
reduction in business taxes with
particul ar enphasis on the Business
I ncome & Receipts Tax, the BIRT.
The BIRT tax is arguably the nost
burdensone for small businesses in
Phi | adel phia and it stands as a
substantial barrier to economc
growt h and prosperity within our
city.

Phi | adel phia's hi gh cost of

doi ng business is well-docunented

Page 71

Lexi tas Legal Phil adel phia
215-504- 4622




Tax Ref orm Conmi ssion Conmittee
06/ 17/ 2024

© 00 N o o b~ w N P

N N DN DN MDD P P P FP P PP R PP
o b~ W N B O © 00 N oo 0o M W N B+, O

and it is a significant deterrent
for small business owners and
entrepreneurs. Even though many
smal | busi nesses are exenpted from
BIRT on their first $100 in

recei pts, the existence, the nere
exi stence of this tax still cast a
| ong shadow over our city's

busi ness envi ronnent and fuels

Phi | adel phia's reputation as a
difficult place for snall

busi nesses.

In fact, the mpjority of
smal | busi nesses surveyed by the
Di ver se Chanbers of Commerce, the
Di verse Chanbers Coalition, would
not reconmend the City to other
entrepreneurs as a place in which
to do business. Wen we conpare
Phi | adel phia's tax environnent to
those of our peer cities and
suburban counties, the disparity is
striking.

Phi | adel phi a ranks

unfavorabl e in several studies that
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assess the ease of doing business
and the tax burden. GCties like
Boston, Atlanta and Dallas, which
have nore favorable tax structures,
are attracting businesses and
entrepreneurs at rates not seen in
Phi | adel phia in decades. Moreover,
our suburban counties offer a stark
contrast with their |Iower tax rates
and nore business-friendly
envi ronnent s.

The val ue proposition in
t hese collar counties extends
beyond just | ower taxes. They
offer overall better value, which
such has inproved cl eanli ness,
safety and overall quality of life.
These factors collectively add to
their attractiveness and nake them
nore appealing for businesses
| ooking to establish or relocate
their operations.

Cont i nuous news about naj or
i nvest nents and redevel opnent on

the Merion Township side of City
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Avenue is a clear and visible
exanpl e of how tax, regulation and
quality of |ife enforcenment can
spur econom ¢ devel opnent.
According to the Phil adel phi a
Busi ness Journal, office occupancy
i n Upper Merion Townshi p has been
trendi ng up, reaching 89 percent
even as Center Cty, with a 24
percent vacancy rate, struggles to
retain tenants.

Furthernore, a wave of new
I nvestnment along Gty Avenue is
expected over the next few years to
provide nore than 1,700 new units
of residential housing plus
comer ci al devel opnent, which
prom ses to devel op the Merion
Township side of City Avenue into a
regi onal economc hub. Al of this
I s happeni ng not on the
Phi | adel phi a side of the Avenue but
just across the County Line.

Busi nesses are incentivized

to relocate just outside City
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limts to avoid the tax burden, the
conplexity of City processes, the
hi gher | evels of crime, which |eads
to a loss of economc activity,

j obs and potential growh within
Phi | adel phia. Add to that the nere
exi stence of the BIRT tax, which
despite exenptions for snal

busi nesses, contri bute
significantly to Phil adel phia's
reputation as an unfriendly place
in which to do business, deterring
new ventures from establishing

her e.

A reformed tax structure
should aimto create an equitable
envi ronnment where busi nesses of all
sizes can thrive. The need for a
signi ficant and consi stent
reduction in business taxes cannot
be overstated. Such a reform would
make Phil adel phia a nore attractive
and conpetitive place in which to
do busi ness, fostering an

envi ronment where entrepreneurs can
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flourish and contribute to the
City's overall econom c health.
urge the Phil adel phia Tax Reform
Commi ssion to recommend bol d
action. Thank you.

MR. STITT: Thank you for
your testinony.

You nmay proceed.

M5. HAI RSTON: Good
nmorni ng, Chairnmen Stitt and Vague
and nmenbers of the Tax Reform
Comm ssion. My nane is Regina
Hai rston, President and CEO of the
African American Chanber of
Commerce for Pennsyl vania, New
Jersey and Delaware. | amhere in
support of further reduction of the
Busi ness I ncone & Receipts Tax to
support equitable econom c growth
i n Phil adel phi a.

Phi | adel phi a has one of the
hi ghest busi ness tax burdens in the
country with both gross receipts
and net income taxes. This double

taxation places a significant
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strain on Black and Brown

busi nesses exacerbating exi sting

di sparities and access to capital.
St udi es have shown that Bl ack-owned
busi nesses are three tinmes nore
likely to be denied | oans conpared
t o non- Bl ack- owned busi nesses
limting their ability to conpete,
grow and hire nore enpl oyees.

Sol e proprietorships, which
make up a significant proportion of
Bl ack- owned busi nesses in
Phi | adel phia, are particularly
vul nerabl e. These busi nesses,
often run by individuals or
famlies, face unpredictable tax
comm tments due to the net incone
portion of BIRT, which stalls
rei nvest nent and expansi on.

For instance, AACC s Vikk
Lassiter, CEO of the Adtigo G oup,
a Bl ack woman- owned organi zati ona
devel opnment and busi ness advi sory
firm based in Phil adel phia shared

how t he BI RT i npacts her business.
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She states, Since 2016 we have
provided tailored solutions that
enpower our clients to navigate
both internal and external systens
change. Despite our successes, we
are still grappling with the
i ngering inpacts of the COVI D 19
pandem c and inflation. As a
busi ness owner, | have instilled
di scipline into ny financial
processes. Yet | still frequently
confront difficult decisions
regardi ng nmy workpl ace and ny
al l ocation of essential growth
f unds.

She conti nued, Reducing the
Busi ness I ncone & Receipts Tax w ||
provi de a hel pful piece to our
financial puzzle easing sone of the
econom c pressures. As a business
owner, | amdetermned to gain
control over ny econom c destiny.
Every dollar saved in taxes is a
doll ar that can be reinvested into

nmy business. This reinvestnent is
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vital for maintaining high quality
services and creating well -paying
jobs within my comunity.

Busi ness owners |i ke ViKkKki
are acutely aware of how tax
reductions can transformtheir
capacity to invest in grow h,
ultimately strengthen the broader
econony by fostering sustainable
and inclusive devel opnment. Sone
may argue that reducing taxes wl|
reduce City revenue. However,
evi dence fromother cities
denonstrates that | owering business
taxes can stinmulate econom c growth
and increase overall tax revenue
t hrough hi gher business activity
and job creation.

For exanple, prior to
COVI D-19 New York in 2015 reduced
t he uni ncor porated business tax
resulting in a 5 percent increase
i n new busi ness registrations
within two years. Chicago 2017

| onered the gross receipts tax
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|l eading to a 7 percent growth in
smal | busi nesses and 10, 000 new
j obs over three years.

Detroit's 2022 to 2017
phase reduction of the corporate
incone tax led to a 12 percent
I ncrease in diverse-owned
busi nesses and 15, 000 new j obs over
five years. These reductions were
enacted before the COVID 19
pandeni c, which brings a unique
perspective to potential tax
reducti ons today.

Post - COVI D busi nesses are
faci ng addi ti onal chall enges,

i ncl udi ng di srupted supply chai ns,

i ncreased cost and shifting
consuner behaviors. Therefore, tax
reducti ons now coul d provi de even
nmore significant relief and support
the recovery and resilience of

| ocal busi nesses.

Thi s cont ext suggests that
Phi | adel phia coul d see even greater

benefits in terns of business
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grom h and job creation by reducing
BI RT wage tax in the current
economi c climate. Sone direct

out cones could be: increased

busi ness activity, which |

nmenti oned; equitable econonc
nmobility, according to a MKinsey
study if Bl ack-owned busi nesses
coul d achi eve revenue parity with
Wi t e- owned busi nesses, it could
add $290 billion to the U S,
econony annually. This nmeans nore
j obs and better wages for our
communi ti es and our region;

I nproved access to capital;
enhanced | oan approval rates; |ower
taxes can i nprove business
financial health nmaking it easier
to qualify for |oans and increase
non-debt capital; greater

i nvestnent in innovation, with nore
predi ctabl e cash fl ows busi nesses
can invest in new technol ogi es and
processes fostering innovation and

conpetitiveness; conmunity
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revitalization; neighborhood
revitalization, thriving businesses
are nore likely to attract nore
i nvestments, enhance property
val ues and i nprove public services
provi ded by a broader tax base;
soci al benefits, increased
enpl oynent opportunities can help
reduce poverty and crinme rates and
I nprove access to health care and
educat i on.

We strongly urge the Tax
Conmm ssion to recommend reduci ng
the BI RT and wage tax as a key
conponent in a broader set of
public policy initiatives ai ned at
supporting Bl ack- owned busi nesses
and ot her diverse and smal |
busi nesses. These tax reductions
are essential for hel ping diverse
busi nesses grow in scale all ow ng
themto seize new opportunities and
wor k towar ds cl osing the
Bl ack/ White weal t h gap.

By fostering a nore
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equi t abl e busi ness environnent, we
can al so enhance the econom c
viability of Philadel phia. Thank
you for your tinme and
consi deration, and | | ook forward
to working with this Comr ssion on
furthering the benefit of all
Phi | adel phi ans. Thank you.

MR. STITT: Thank you for
your testinony.

Next two speakers are W |
Carter and Reverend G egory
Hol st on.

(Wtnesses approached
Wtness table.)

MR. STITT: Good nor ni ng.

MR. CARTER: Good norni ng.
Good norning. WIlliamCarter,
Vi ce-president of Local Governnent
Affairs for the Chanber of Conmerce
and foundi ng nenber of the
Inclusive Gowh Coalition. | want
to thank this body for having us to
testify in this regard. CObviously

this is sonething that we' ve been
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wor king on for sone tinme and we
| ook forward to working with you
and the Mayor and City Council in
maki ng sonme of these
recomendations a reality.

As Phi | adel phi a has
enbar ked on a new era, our 100th
Mayor Cherelle Parker and new City
Counci |l President Johnson faced
many chal |l enges. Qur city
experi ences historical poverty,
education shortfalls, blight, gun
vi ol ence and ot her gl obal econom c
forces that increasingly make it
difficult for people to nake ends
neet .

These are all very conpl ex
I ssues with proposed solutions from
across the ideol ogi cal spectrum
However, it seens everyone from
heads of househol ds to heads of
conpani es agrees that increasing
t he nunber of people maki ng a good
living helps to address each. This

is why the Inclusive Gowth
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Coalition, an unprecedented effort
between the City's independent
Chanbers of Commerce, including the
African American Chanber |ed by
Regi na Hairston, as you just heard
from the Hi spanic Chanber |ed by
Jenni fer Rodriguez, the LGBTQ
Chanber or the |Independence

Busi ness Alliance | ed by Zach

Wl cha and the G eater Phil adel phia
Chanbers was forned.

And | just want to take
this tine to acknow edge the
Chanber's incom ng Chair G eg
Deavens, President and CEO of
| ndependence Blue Cross who is with
us also. W all cane together for
a reason. The reason is this: Al
busi nesses regardl ess of
denogr aphi cs were saying the sane
thing, but we were all saying it in
silos. They need a governnent that
will invest in themas they conpete
agai nst conpanies in other cities

across the region and the nation.
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They are conpeting agai nst
ot her conpanies in other cities
across the nation and we are not
Wi nning at this tine. People often
ask what is inclusive growh.

Quite sinply, it neans

I ndi scrimnate growth or grow h of
the entire i ndependent busi ness
eco -- interdependent, | should
say, business ecosystem

Smal | busi nesses generate
busi ness -- conpani es generate
busi ness by serving their | ocal
communi ties as well as by providing
services or contracted with |arger
busi nesses. Wen | arger busi nesses
| ocate within a city, their
enpl oyees then in turn spend noney
in the local econony. Wth snall
busi ness, it's an interdependent
system

When both small and | arge
busi nesses grow, what do they do?
They hire. No one hires just to

hire. That bears repeating. No

Page 86

Lexi tas Legal Phil adel phia
215-504- 4622




Tax Ref orm Conmi ssion Conmittee
06/ 17/ 2024

© 00 N o o b~ w N P

N N DN DN MDD P P P FP P PP R PP
o b~ W N B O © 00 N oo 0o M W N B+, O

one hires just to hire. They'll
hire because they need help. Wen
they grow, they need nore help.
That's why you see hel p want ed
signs. I'mgrowng, | can't do it
all by nyself, | need nore hel p.
So it makes sense that a city would
invest in entities that create nore
work and in turn broaden the tax
base for expanded i nproved services
in our city.

And it's just good policy
that a city has a sustained
i nvestnent in business growh and a
robust econony that |eaves no one
behi nd. To further understand why
this investnent is inportant, we
shoul d keep in mnd that
Phi | adel phi a' s hi ghest anong big
cities poverty rate anongst other
factors is a jobs issue. W sinply
don't have enough peopl e working at
good- payi ng jobs that pay good
wages.

Dat a shows t hat
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Phi | adel phia's j obs have decreased
23 percent since 1970 while
regi onal conpetitors |ike New York,
Bost on and Washi ngton, D.C. have
seen double-digit increases over
the same period. Contributing to
this circunstance is the fact that
Phi | adel phi a has fewer private
enpl oyers of all denographics than
conpar abl e | ocal es and very few
for-profit conpanies at the top of
the Gty's largest enployer |ist.

And | know that forner
Counci | man Donb has said this many
times -- how are you doing,
Counci |l man Donb -- currently too
many busi nesses are di ssuaded from
| ocating here due to the high cost
of doi ng business. Enployers often
cite the CGty's highest in the
nati on wage tax and the doubl e tax
fromthe Busi ness I ncone & Receipts
Tax as mj or factors.

As a point in fact, 80

percent of respondents to a joint
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survey perfornmed by Phil adel phia's
Di verse Chanbers of Commerce
i ndi cated that reducing taxes on
busi nesses is a primary action the
Cty could take to help them stay,
grow and hire in Phil adel phi a.
Li kewi se, busi ness owners expressed
that streamining interactions with
City agencies and not addi ng
| egi sl ati ve burdens provides relief
as they conpete with conpani es
regionally and nationally. Support
in these areas will bolster their
ability to expand once again and
hire locally as well as inprove our
ranki ng on national indexes that
enpl oyers track when considering
where to | ocate.

The good news is that all
of this can happen now. In 11 of
the past 12 years, Philadel phia has
been experiencing better-than-
expected revenue receipts in fund
bal ances in 11 of the past 12

years. A portion of these funds
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can be dedicated to grow ng and
attracting nore enployers via

el i mnation of the double tax on
busi ness and reductions to the
Cty's wage tax and also to

I mprovi ng busi ness interaction
systens as we've tal ked about.

Al so, significant resources
shoul d al so be dedicated to public-
private coll aboration and workforce
devel opnent to neet the needs of
our city's residents. | say this
often and this is a fact and |I know
many of you all agree with nme on
this. This is not an either-or
nmonent. It is our chance to
i mprove econonic nobility and
quality of life for al
Phi | adel phi ans.

We | ook forward to worKking
with our new City | eaders and the
Tax Reform Conm ssion in advancing
policies that will appropriately
i nvest in grow ng businesses of all

sizes and all denographics and
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good- payi ng j obs cityw de. Thank
you.

REVEREND GREG HOLSTON:

Good norning. My nane is Reverend
Gregory Holston and | amthe
representative of NAACP on the Tax
Advi sory Committee. dad to be
with you on the Advisory Conmttee
and glad to be working with the
Conmmi ssi oners here and everybody
here in this environnent.

['"mvery inpressed by nmuch
of the testinonies that have been
shared al ready, the power of the
wor k t hat has been done, but | want
us for a nonent to go beyond sinply
the details that were listed here
and understand and | ook at nore
deeply the overall context that
we're in.

Four years ago George
Fl oyd, the nmurder of George Floyd
happened before us. And this
nation and this Gty governnent and

institutions all over this Gty

Page 91

Lexi tas Legal Phil adel phia
215-504- 4622




Tax Ref orm Conmi ssion Conmittee
06/ 17/ 2024

© 00 N o o b~ w N P

N N DN DN MDD P P P FP P PP R PP
o b~ W N B O © 00 N oo 0o M W N B+, O

prom sed a real racial reckoning,
prom sed an opportunity to really

| ook deeply at how race has created
the coommunities we live in.

We [ ook at North
Phi | adel phia, we | ook at
Kensi ngton, we | ook at West
Phi | adel phi a and we recogni ze in
1937 a redlining map was created
that cut off investnment in those
communities. And for 100 years
al nrost, those communities have been
di sinvested in. And we tal ked
about what we're going to do about
that differently now, how are we
going to address it.

If we're serious about
raci al reckoni ng, how are we going
to address sonething that has
created the poverty that we see,
the poverty we just nentioned. The
nunbers of 45 percent of poverty
rate for our Latino comunity, 38
percent poverty rate for parts of

our African American comunity that
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has been systemc for the |ast 60
years, how are we going to address
that ride fromthe SEPTA Regi onal
Li ne that nmany of you take to cone
into the Gty and you see bonbed-
out warehouse after warehouse after
war ehouse after warehouse that has
been sitting there enpty for 60
years i n those nei ghborhoods.

| renmenber forner
Counci | man Donb we had a great
conversation on this a couple years
ago. And | said to you, | see what
you're saying, it makes sense, but
you're creating jobs for who? Are
you creating jobs for the people
that live in North Phil adel phia
now? Are these jobs the kind of
j obs you need such an educati on
| evel that they could never apply
for? If we're tal king about tax
cuts, how does it change the life
of those living in North
Phi | adel phia right now?

So | ask you that question
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then and | want it to be really a
part of the dialogue. | want to
really hear and | earn fromyou how
do we address that fundanental
guestion. How do we make a
difference in their lives? So many
of the other cities, it is all
about displacenent. They're
changi ng jobs, they're creating new
j obs for other people who nove into
those cities and they push ot her
peopl e, poor Bl ack peopl e out of
those cities. \What about those
poor Bl acks that |ive there now?

I know -- I'mgoing to
cl ose because | heard the bell.
Tax cuts and race have a horrible
history in this nation. People
have used tax cuts as a netaphor
for how do | hurt Bl ack peopl e.
Lee Atwater, the Chairnman for Bush
and the Reagan canpaigns in the
'80s tal ked about that specific
| anguage where he said, You can't

say N-word, you can't say N-word,
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you can't say N-word, but you can
say tax cuts and people get it.
That nmeans it's going to hurt Bl ack
people nore than it's going to hurt
Wi t e peopl e.

W got to deal with this
whol e racial context, this racial
hi story around tax cuts if you ever
want nme to believe that sonething
can work and be good for us. And
so, that neans we have to be honest
I n these conversations goi ng
forward. W have to | ook deeply at
what we're saying. W have to | ook
at the structures because sone of
the structures that may have nade
you noney are al so the sane
structures that are filled with
structural racism And how do you
deal with even that in your own
m nd when you can say, hey, did |
benefit off of the oppression of
ot her people. Let's have that
honest conversati on.

| believe all of you here,
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and even if | don't know you, but |
know sonet hi ng about Counci | man
Donb. You're a good person and you
want the best for this Gty and |
assune that for all of you as well.
Let's have a rich conversation
around all of these things and see
where it really | eaves us. Thank
you so nuch

MR. STITT: Thank you for
your testinony.

Next two speakers are Mark
Stier, Rob Zuritsky.

(Wtnesses approached
Wtness table.)

MR. STITT: Good nor ni ng.

MR. STIER.  Good norni ng.
My name is Mark Stier. 1'mthe
Executive Director of the
Pennsyl vania Policy Center. | want
to thank you for the opportunity to
testify today. |'mgoing to speak
very briefly and submt sone | onger
witten comments |later in the day.

There's really a tenptation
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to cone to a Commssion like this
one with a series of conclusions, a
tenptati on nost peopl e have spoken
today have already fallen into --
there's even stronger tenptation to
say cut ny taxes and the equival ent
of manner wll fall fromthe
heavens. That's a very strong
tenptation at a hearing like this.
I'"'mgoing to resist these

tenptati ons.

Instead | want to raise a
series of questions about the goals
of the Conmm ssion, the economc
life of Philadel phia and the
potential inpact of various
policies on our city. In doing so,
I''mgoing to chall enge sone
conventional ideas and urge the
Conmm ssion to exam ne themin
dept h.

| very much hope that this
Comm ssion can be a focal point for
the serious exam nation of all

t hese i ssues. Here are sone basic
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I deas about Phil adel phia's econony
and tax code that everyone seens to
know. Nunber one, econom c growth
and job creation by any neans w | |
reduce poverty and racial disparity
i n Phil adel phi a.

Two, Phil adel phia has been
addi ng jobs nore slowy than other
big cities in this country for
decades, including in recent
decades. Three, Philadelphia is
one of the nost heavily-taxed
cities in the country. Four,

Phi | adel phi a's taxes are higher
than taxes in the collar counties.
Five, nost jobs are created by
busi nesses noving into the Gty
rat her than by businesses starting
in the Cty.

Si x, the gross receipts tax
is a major factor discouraging
busi nesses fromnoving into the
City. Seven, tax rates are a nmmjor
deternent of job creation

nati onw de and i n urban areas and
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i n Phil adel phia, and that we have
sonme evidence for that. Eight,

Phi | adel phi a woul d grow nore faster
if it becanme a nore normal city
With greater reliance on property
taxes and |l ess reliance on wage and
busi ness taxes. N ne, we should
focus on Center City when creating
econom ¢ devel opnent strategies

rat her than the nei ghborhoods.

In ny testinony, | give
sonme reasons to have doubts about
every single one of these ideas. |
bel i eve that sonme of them nmay be
true wth sone inportant
qualifications. Sone of them!|
think are pretty clearly fal se and
on sone of them |'mjust not sure
at this nonment. | nostly work on
state tax policy. | tend to get
drawn into city tax policy about
once every 18 nonths and things
change in 18 nonths, and | hope to
delve into these issues in a | ot

nore depth over the sumer as you
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are doi ng so.

So what | really want to do
today is encourage the Tax
Conmm ssion to have an open m nd
about every single one of these
issues. | want to encourage you to
| ook at the evidence. | want to
encourage you to | ook at the
academ c studies, |ook at the
studi es done in Phil adel phia. Seek
t he best evidence you can in
eval uating them and then cone to a
concl usi on.

Finally, | would hope the
Comm ssion wll spend sone tine
consi dering other paths to
equi t abl e econom ¢ devel opnent
besi des changes to the tax code.
Sonetimes we tal k about taxes and
for 20 years when we were talking
about econom c devel opnent, we've
been primarily tal king about taxes
because we don't really have any
ot her ideas. But other cities have

found success in creating economc
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gromh, in creating job growh and
especially in reducing poverty by
ot her strategies, including

I nproving K-to-12 educati on, which
| hope our state |egislature may
take a giant step towards by the
end of this nonth by expandi ng
access to higher education, by
adopti ng targeted workforce

devel opnment policies that help both
busi nesses and workers in

communi ties and by enbracing
commercial tax strategies. These
strategi es have a proven track
record all over the country and it
woul d be a very serious mstake if
all this Comm ssion | ooked at was
tax strategi es when these ot her
strategies can be very effective,
particularly in reducing poverty
and when they actually cost sone
noney and there could be a trade-
of f between reducing revenues and
havi ng the revenues to foll ow t hese

strat egi es.
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Now, |'ve deliberately
rai sed nore questions than answers
in these remarks because | believe
that this Conm ssion has a really
great opportunity to do sonething
very, very inportant and, that is,
to start fromthe beginning, to
really | ook at the evidence, to
eval uate public policies here and
in other cities and cone up with
t hought f ul evi dence- based
consi derations of these issues.
And | want to say | would be very
happy to contribute to anyone that
| can to this process. Thank you
for your attention.

MR. STITT: Thank you for
your testinony.

MR ZURI TSKY: Good
nor ni ng.

MR, STITT: Good norning.

MR, ZURI TSKY: M/ nane is
Robert Zuritsky and | am
representing the Phil adel phia
Par ki ng Associ ation and the 2,000
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wonder f ul enpl oyees that work in
our industry. A nunber of themare
here today. | would ask them al
to stand up and just wave to
everybody. Thank you.

W al so have a packet that
we' ve prepared to tal k about the
i ndustry. | hope everybody has a
copy of this. If you don't, we
have extras here. Conpetitive
cities offer residents businesses
and visitors choice, including the
choi ce of transportation options.
Phi | adel phi a benefits from an
i ntegrated regional transit system
operated by both SEPTA and PATCO.
Phi | adel phia has invested in
I nproving bicycle infrastructure
and remai ns one of the nost
wal kable cities in Anmerica.

But in the last two
decades, Phil adel phi a has been
el imnating on average 2,000
par ki ng spaces every year |argely

due to tax policy. Over the | ast
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25 years, Phil adel phia's parking

I ndustry has seen its taxes

I ncrease seven tines. W are at a
point at which Cty taxes take

bet ween 40 and 70 percent of
everything we collect from our
cust oners.

Thi s nmeans before we pay
wor kers our insurance, any nortgage
paynments or the cost of repairing
our facilities, we pay 40 to 70
percent of what we collect to the
Cty directly. This nmeans that we
have continually had to raise rates
maki ng it nore expensive for
shoppers, workers and visitors.

Regi onal workers and shoppers in
particul ar have options, free
par ki ng i n suburban parking | ots.

The rationale for all these
tax increases were due to budget
deficits from SEPTA, the needs of
the School District and the CGeneral
Fund, but this has created this

crisis for Center City, primrily
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where we are | osing the 2,000
spaces per year. The reason we're
| osi ng these 2,000 spaces is
par ki ng garage owners cannot afford
to operate or repair their
facilities. New devel opnents that
are renoving surface parking lots
cannot afford to add or replace
public parking even as they create
new demand.

Center City privatel y-owned
parking facilities pay 13 different
taxes, including state and federal
taxes. No other industry has an
I ndustry-specific tax as high as
parking. Parking is 22.5 percent,
hotel is 15 percent, drink tax is
10 percent and anusenent tax is 5
per cent .

None of these industries
that pay an industry-specific tax
is also subject to the use and
occupancy tax. This situation is
causing increases in rates and the

conveni ent supply of parking to
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di sappear, and this inpacts

Phi | adel phi a residents, m ddle-

i ncome workers |ike hospital

wor kers, hotel workers, office
wor kers who aren't able to afford
to find parking near their places
of busi ness.

It prevents suburban firns
fromnoving into the GCity. It
deters the recovery of the City
fromthe pandenm c, creating one
nore reason for workers to stay
renote. Parking is an integral
part of the transportation
infrastructure. But unlike public
transportation, SEPTA, Antrak and
the airport that receive billions
I n governnment subsidies, the
par ki ng i ndustry receives no
subsi dy. Rather we subsidize the
City to the tune of $145 nillion to
$155 mllion a year in taxes.

We reconmend the best way
to address this problemwth the

| east inmpact to the City's budget
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Is to elimnate the U& tax from
parking facilities. The nost
positive aspect of our suggestion
Is that this tax reduction only
I npacts 40 percent of the parking
spaces which are nostly
concentrated in Center Cty. This
I s because 60 percent are not
currently burdened with paying real
estate use and occupancy taxes or
Center City District taxes. As an
exanpl e, hospitals, universities,
stadi uns, airports and the
Phi | adel phia Parking Authority are
exenpted fromall of those taxes.
We are seeking tax relief
that | estimate to be $7 million to
$9 million. The great news is the
state is now contenplating an
additional $250 million to the
School District and $250 mllion
nore for SEPTA. |If the taxes on
t he busi ness community increase
when there is a crisis, thenit's

only fair that taxes should be
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reduced when new funding is
received. Now is the tine to grant
a tax relief to the parking

i ndustry so that we can continue to
serve the Cty.

A few just little factoids
about the parking industry is
parking | ots and garages are
hel ping with the environnent by
installing electrical EV charging
stations. Parking facilities help
ease traffic by getting traffic off
the streets. Parking supports
every type of business in the Cty,
| et sure, health care, retail.

Devel opi ng new parki ng supply takes
years to develop. This is a |long-
terminvestnent for the Cty's
future. Thank you for allow ng ne
to testify.

MR. STITT: Thank you for
your testinony.

Next two speakers are
L. El ai ne Johnson and Dani el G ace.

(Wtnesses approached
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Wtness table.)

MR. STITT: Good nor ni ng.

M5. JOHNSON: Good nor ni ng.

MR STITT: State your nane
for the record and proceed.

M5. JOHNSON: My nane is
L. El aine Johnson. | was asked to
cone to speak today to tal k about
t he parking and beverage tax.
However, as |'ve heard the many
speakers before nme, ny direction
has changed. | amtruly a personal
and prof essional exanple of
everyone that has spoken before you
t hi s norning.

One thing that | do want to
point out is that the BIRT tax
makes up 68 percent of the Gty's
revenue. We're asking and everyone
has asked today that the tax be
reduced and/or elimnated for small
busi nesses. And | amtoo one of
those small businesses that is
asking for you to take a | ook at

t hat .
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My conpany, |'mthe owner
and President of LaPutt Enterprise.
We are a commercial interior
bui | di ng conpany that hires Local
191 enpl oyees across the City,
don't matter where they live in the
Cty. OQur partners are sone of the
| argest prinmes in this Gty that
have been doing work for nore than
200 years, whether it's in this
City or in other places where
growh is inportant to our
busi nesses.

The BIRT is truly one of
those chall enges that not only ny
busi ness face but other small- and
m d- si ze busi nesses face every day.
Most of us are here to ensure the
new Mayor's initiative to reduce
crime by putting our |local nen and
wonen to work, the other part of it
Is that our taxes, our wage taxes
are higher than those who don't
even live inthis CGty. Wy is

t hat ?
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You can live in New Jersey,
you can live in Delaware County,
you can live in Montgonery County
and work in the city of
Phi | adel phia and your wage tax is
not as high or higher than the
people that |live here, that listens
and conbats to the helicopters over
our houses every night, the gun
vi ol ence that plagues our city
every single day.

So | amhere to ask that --
in the prograns, we have the
beverage tax, that according to the
Mayor's town hall nakes up probably
1 percent of the revenues in the
City. However, our schools are
struggling. W should not have to
send our children -- we should not
have to nove our businesses to
Atl anta. W should not have to
nove our businesses to Del aware
County, Montgonery County and |
live in 19122.

We shoul d have an
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opportunity to grow our busi nesses
in the very city where we |live, we
| ove, we want to shop and our
children and education in the Cty
to carry on generationally, these
conpani es that we are buil ding
generationally. So | am asking
when t he Conmi ssion reconvenes in
your own time to think about
everything that everyone has said
today as it relates to reducing --
we are small businesses, but we
make up a great portion of that 68
percent. You meke nore, you pay
nore. And there is no resistance
I n doing that, but we need an
opportunity to grow our businesses
so our children, our children can
thrive.

Wien | step down, ny famly
menbers can succeed or when ot her
smal | busi nesses step down, they
have successors that are their
famly. This is what we're doing.

W are creating jobs for our |ocal
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children in this Gty, conpetitive
jobs. I'ma union contractor,
signatory to all the unions here,
but the challenges that we are
facing are driving us to other

pl aces to do business. Thank you
for your tine.

MR. STITT: Thank you for
your testinony.

You may proceed.

MR. GRACE: Good norning,
Chai r persons Vague and Stitt and
menbers of the Tax Reform
Comm ssion. M/ nane is Danny G ace
and | amthe Secretary Treasurer of
Teansters Local 830. Qur union has
proudly represented the hard-
wor ki ng nmen and wonen in the
beverage distribution industry
since June 25, 1942. Thank you for

this opportunity to speak before

you.
For a large portion of ny

career, | was a transport driver

for Pepsi. For the past 20 years,
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|'ve dedicated ny life to ensuring
that drivers like nme have fair
wor ki ng condi ti ons and can achi eve
a decent quality of life. It is
unfortunate that the Phil adel phi a
beverage tax has made that m ssion
incredibly difficult.

Al t hough uni ntended, the
i npact of the Philadel phia beverage
tax on workers and businesses in
the Gty have been overwhel m ngly
negative. Since the inplenentation
of the beverage tax, we have seen a
dramati c decline in sales by as
much as 50 percent. This has not
only reduced incone for our workers
but has threatened their job
security, jobs directly.

Tax fundanental | y change
consumer behavior. H gher beverage
prices drove many consuners to
travel outside of Philadel phia to
avoid the tax. As a result,
conpani es decided to alter the

routes and have negatively inpacted
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| ocal workers. Since the tax was
I npl emented in 2017, maj or
distributors and retailers such as
Canada Dry, Del aware Vall ey and
Brown's Super Stores have reported
significant drops and revenue

| eading to job cuts and reduced
hours.

For exanple, Canada Dry
expects a decline of at |east
one-third in business over the
year, translating into |layoffs for
about 30 of their 165 enpl oyees
| ocally. Those significant sales
declines affect our nenbers in
several ways. First, reduced sales
meant reduced incone for our
menbers who receive sone pay in
sal es commi ssi ons, sone seeing
reductions as high as 70 percent.

I n many cases, routes were
greatly expanded conpel ling our
drivers to cope with | onger hours.
Sonme of our nenbers sinply left the

i ndustry because the |oss in pay
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and increase in hours. The inpact
was so severe that one of our
enpl oyers switched froma
comm ssi on- based pay to a straight
hourly rate to help retain drivers.
These i npacts are not
I solated just to Teanster nenbers.
An Oxford Econom cs study found the
tax in Phil adel phia caused 1, 200
people to |l ose their jobs and the
GDP decreased by $80 million. Acne
stores which have been in
Phi | adel phia for 130 years said its
enpl oyees | ost significant work
hours because of decreasing
revenues fromthe beverage tax.
On average, 150 to 250
hours per week per store in
Phi | adel phia had to be elim nated,
store managenent said. Acne also
reported that many of the
Phi | adel phi ans who crossed the
border for |ess expensive beverages
were doing all their shopping

outside of the Gty, costing sales
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and jobs in Phil adel phia stores.

| want to be clear on one
i nportant factor. Menbership
nunbers do not stay the sane when
sales mgrate. Lost sales in the
City result in fewer hours and
therefore fewer jobs.
Unfortunately, increased sales in
ot her areas do not result in nore
j obs. Businesses enploy the sane
nunber of people working the sane
hours and call it efficiency.

The tax has also led to
cl osures of small grocery stores
and restaurants. The sane Oxford
Econom cs studi es found a 29
percent decrease in sales inside
Phi |l adel phia city limts while
beverage sal es in adjacent towns
i ncreased 14 percent. That hurts
| ocal shop owners and has cost
union jobs in Philly.

Al'l these job | osses and
sal es | osses also inpact the Gty

budget through | ower wage taxes,
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| oner sal es tax but nost
significantly, lost jobs. Reduced
pay and cl osed busi nesses are not
just nunbers. They represent

i ndividuals and famlies who are
now faci ng uncertainty and
hardshi p. Uni ons have al ways been
t he backbone of Phil adel phia's

m ddl e cl ass.

At a tinme when the Mayor is
ur gi ng busi nesses to bring people
back to work in the Gty when we
of fer tax incentives and ot her
I nducenents to attract new
busi nesses, we shoul d | ook at what
we can do to bring back the jobs we
have | ost directly because of the
Phi | adel phi a beverage t ax.

We understand a need for
additional Cty revenue and support
public services, but it should not
cone at the expense of our nenbers
| ivelihoods. Phil adel phia shoul d
| ook at sustainable and nore

equi tabl e fundi ng sources to
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support inportant prograns |ike
Rebuild and Philly PreK. Because
this tax has disproportionately
burdened working famlies and | ocal
busi nesses, working famlies are
i ncreasingly struggling to make
ends neet and they cannot afford to
continue to pay nore than their
fair share.

| thank the Commi ssion for
this opportunity to testify and
hope | have been able to convey
sone of the burden this tax has
pl aced on working famlies,
consuners, |ocal businesses. |
urge the Gty to reassess the
i npacts of this tax and consi der
alternative fairer neans of raising
revenue that does not
di sproportionately inpact the
single industry and its workers.
Thank you, Chairperson Stitt and
Vague and the nenbers of the Tax
Ref or m Commi ssi on, for your

attention to this critical issue.
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MR. STITT: Thank you for
your testinony.

Next two speakers are Chris
Cera and Drew VandenBrul .

(Wtnesses approached
Wtness table.)

MR, STITT: Good norning.

MR. CERA: Thank you very
much for your tine. M nane is
Chris Cera. | live in the Queen
Village section of the Gty with ny
famly and I'mal so the CEO of
Arcweb Technol ogies. W're a
Phi | adel phi a- based digital
transformati on and product
devel opnent consulting firm |'m
al so on the Board of the Chanber of
Commerce. | was on the Speci al
Comm ttee on Regul atory Revi ew and
Reformfor the Cty of Phil adel phia
in 2017, and | also served on the
Transition Advisory Conmttee for
Pennsyl vani a Governor-el ect Josh
Shapiro in 2023.

| believe an inportant
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Issue to resolve with tax reformis
the transparency of the tax data
publ i shed by the Gty. The
Busi ness I ncone & Recei pts Tax and
net profits tax data published on
t he Departnent of Revenue's website
IS not conprehensive enough in
order for any of us, citizens or
el ected officials, their policy
teans to make inforned decisions on
nmeani ngf ul changes to tax policy.

| have a proposal for the
Tax Reform Conm ssion that wll
I ncrease the anount of information
available to the public and w Il
allow for a nore productive
di scussi on on who, what, where,
when, why and how nuch we shoul d be
taxing various entities. |
encountered this problemwhen | was
on the Special Commttee on
Regul atory Revi ew and Ref orm where
we wanted to know how nmuch revenue
conpri ses the prepaynent of the

BI RT and how nuch of that
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specifically to startup conpanies
versus an established conpany |ike
Contast or Arcweb Technol ogi es.

In 2024, we should have an
open data policy that enpowers
everyone to crunch their own
nunbers. The followng |ist of
I ssues shoul d be resolved in order
to i nprove our debates on the
subject: One, the net profits tax
data is not published; two, the
Bl RT does not separate the prepaid
conponents; three, the BIRT data
does not separate out the size of
the firm four, the BIRT data does
not separate out the organizati onal
form five, the BIRT does not
report exclusions or exenptions;
six, the BIRT is not published on a
schedule. In the past five years,
it's been published in a different
nonth of the year or in 2022 not at
all. A bonus would be if the data
could be easily |oaded into a

nodern spreadsheet software.
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I would like to ask our
adm ni strators at any tinme they're
reporting on the BIRT they show it
as four conponents instead of just,
i.e., one, |ast year gross
recei pts; two, |ast year net
I ncone; three, current year gross
recei pts; current year net incone.
Let's get this data out there and
have a nore robust debate on
revenue and taxes.

Lastly, while it is a
separate issue | support the
proposal to end the double tax and
elimnate the net incone portion of
the BIRT in five years. Thank you.

MR. STITT: Thank you for
your testinony.

Pl ease proceed.

MR. VANDENBRUL: Good
nmorning. My name is Drew
VandenBrul. I'ma CPA and a
Managi ng Director in the
Phi | adel phia office of G ant
Thorton Advisors LLC. Along with
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Stew Wei ntraub from Chanberl ain
Hrdl i cka, we co-chair the Chanber
of Commerce's State and Local Tax
Commttee, and |'mtestifying this
nmorni ng on behal f of the Chanber
and the Tax Committee.

As original nenbers of the
2003 Phi | adel phia Tax Reform
Commi ssi on, the purpose of this
testinony is to sunmari ze the
hi story behind the Conm ssion which
began its work believe it or not
over 21 years ago in 2003 and
Issued its final report -- which |
still carry around with ne -- in
Novenber of 2003.

So the Conmm ssion was
charged with reviewing the City's
entire tax structure and
recommendi ng net hods to reduce the
taxes i nposed on residents, workers
and busi nesses. The final report
provi ded 28 specific
recommendati ons for changes to

Phi | adel phia's tax structure as
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part of a 10-year plan to
fundanentally reformthe City's tax
system and increase its
conpetitiveness.

The 500- page three-vol une
report, which | think you've al
seen, outlined the Tax Reform
Conm ssion's recomrendati ons as
wel | as suggestions on how to pay
for the recommended tax form
wi t hout reducing crucial City
services. Wile at the tine the
Commi ssi on's recomrendati ons were
i ntended to be enacted as a
conprehensi ve tax reform strategy,
subsequent | egislation was only
taken on certain reconmendati ons.
| think approximately half of the
28 recomendati ons have had Gty
Council or Mayor's action
subsequent to the 2003 Comm ssi on,
and | have submtted as well a
summary listing each of the 28
recommendati ons with an update on

the action, if anything, that was
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t aken.

So I'lIl start with property
taxes. Steps were taken to
noder ni ze and reform the assessnent
and appeal s processes and to
establi sh accurate | and and
I nprovenent val ues. However,
reconmendati ons were not
i npl enent ed regardi ng a budget -
based taxation approach
i npl enmenting | and val ue taxation or
seeking property tax relief from
t he Commonweal t h.

The nost significant
reconmendati on i nvol ved anendi ng
t he Pennsyl vania Constitution to
all ow vari abl e property tax rates
for land and inprovenents and to
tax commercial and residentia
owners at different rates. This
| ast proposal has been consi dered
recently for further action.

The taxes nost often cited
when di scussi ng Phil adel phia's

conpetitiveness are wage tax and
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t he BI RT, which was known as the
busi ness privilege tax when we
wote the 2003 report. The

Commi ssi on then recommended

accel erating wage tax reductions,
but this acceleration has not been
i npl emented and only nodest rate
reducti ons have been enacted since
the Commi ssion's report.

The nobst sweepi ng
reconmendations were related to the
Bl RT, including enacting single
sal es factor apportionnent,
extendi ng the net operating | oss
carry-over period beyond three
years and increnental ly reducing
the rate for both gross receipts
and net incone portions of tax to O
percent, essentially elimnating
the tax over a 10-year period,
whi ch woul d have been acconpli shed
by 2015.

O these recommendati ons,
single sales factor, was eventually

i npl emented and the NOL carry-over
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period was recently extended to 20
years for losses incurred after
2022, so this has been an evol ving
process since 2003. Most
i nportantly, the Comm ssion
recommended putting Phil adel phia on
a path to elimnate the BIRT after
2015. This kind of bold nove would
greatly inprove the Cty's business
tax conpetitiveness for existing
busi nesses, |ead to business
expansi ons and | arger scale
proj ects.

The BIRT inpacts all
busi nesses operating in
Phi | adel phi a, whether they're
formed as corporations, limted
liability conpani es, partnerships
or as sole proprietors. The
current 5.81 percent tax rate on
net incone and an additional 0.1415
tax on gross recei pts nakes the
BIRT unique in that it taxes both
profits and gross receipts in a

gl obally conpetitive econony.
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| nposition of this dual tax on top
of the U S. federal inconme tax and
Pennsyl vani a's corporate incone tax
rate results in significant tax
burdens and often a conpetitive
di sadvant age.

In a nore regionally
conpetitive environnent, the BIRT
i nposes an additional tax not found
in the surrounding area or in
conpeting states. In 2003, the
Conmm ssion's study of
Phi | adel phia's tax system
denonstrated that as a city we tax
what others do not. Qur taxes are
too high and our taxes are unfairly
i nposed.

The Comm ssion al so found
t hat Phil adel phi a conpounds the
probl em of a high overall tax
burden by relying too heavily on
wage and busi ness taxes. Those are
the taxes nost likely to drive
resi dents, businesses and jobs from

the Cty. The Gty's inconparably
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hi gh wage and busi ness taxes have
damaged Phi | adel phia's econony over
the past three decades, ultimtely
reduci ng tax revenue and the
ability of the Cty and School
District to finance citizens

servi ces.

The Comm ssi on thoroughly
anal yzed the City's tax structure,
provi ded a conprehensi ve set of
reconmendati ons and chartered a
path towards tax reform Wile the
adopti on of sone of these
recommendat i ons has undoubt edly
i nproved Phil adel phia's tax
environnment, far nore remains to be
done before the goals of the 2003
Tax Reform Conm ssion are net. |
t hank you for your interest in this
and |'m happy to respond to any
guesti ons.

MR. STITT: Thank you both
for your testinony.

Next two speakers are Geg

Wal dman, Don Haas. And then our
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| ast speaker after Don is Andrew
Knox. If there's anyone el se here
to testify, please nmake your way
towards the table.

(Wtnesses approached
Wtness table.)

MR. VALDVAN:  Good
afternoon, everyone. First off,
apol ogi es for bei ng underdressed.
This attire is nore appropriate for
a hearing later this afternoon.
Good norni ng, nenbers of the Tax
Ref orm Commi ssion. M nane is Geg
Wal dman. | proudly served the Gty
of Phil adel phia for 10 years. |'ve
been a proud nenber of AFSCME
D.C. 47, Local 2187 for over eight
of those years.

| speak to you today as a
uni on nenber and not as a
representative of the Gty.

Phi | adel phi a doesn't just hold the
notorious title of being the
country's poorest big city, but is

al so anong its nost unequally
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taxed. This is in part because of
the state's uniformty clause, but
it is al so exacerbated by our | ocal
tax structure to disproportionately
tax the poor, though its 2 percent
sal es tax and soda tax hel ps the
rich through tax abatenents and

| eaves the Cty's budget
under f unded.

In short, Philly is so poor
in part because of its regressive
tax structure. Reaganom cs
prom sed trickl ed-down prosperity
fromtax cuts on the rich, but we
all know how that turned out.
Instead the rich got richer, the
poor got poorer and public services
were slashed. Wiile Denocrats |ove
to hate on Republicans at the
federal l|evel, they enbrace this
trickled-down tax policy here in
Phi | adel phi a.

Si nce the 1980s,

Phi | adel phi a has passed across-the-

board wage tax and BIRT tax cuts
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every year. Wile the average wage
earner nmght save $80 to $100 per
year fromthese cuts, it gives
mllionaire CEGCs |ike Brian Roberts
wi ndf al | savings of tens of

t housands every year. Meanwhile a
2023 Pew study found that the |ocal
tax burden of Philly's | owest
incone renters is twice that of
Philly"'s highest inconme honeowners
in proportion to their incone.

On top of this, Philly
politicians offers generous tax
breaks to spur new devel opnent.
According to a 2018 report fromthe
City Controller, the nedian val ue
per square foot of properties with
tax abatenents was $202 that year
93 percent higher than the average
Phi | adel phia hone. And according
to a 2021 study from Good Jobs
First, Phil adel phia schools | ost
$112 mllion in a single year, the
nost of any school systemin the

United States because of this
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abat enment and ot her tax breaks.

| magi ne what Philly schools
could buy for our kids if 76 Place
was fairly taxed. Furthernore, the
property tax abatenent drives
gentrification by subsidizing
mar ket rate devel opnent in cheaper
housi ng markets. And wi t hout
adequately funded or required
deeply affordabl e housing or rent
control, it displaces |owincone
renters and honeowners. This
policy is a continuation of
systemc racismcarried out by the
Cty in years past such as through
urban renewal of Bl ack Bottom and
t hrough decades of racist nortgage
and | easing practices.

Reduci ng taxes w t hout
finding ways to repl ace | ost
revenue al so hurts Phil adel phia's
ability to provide critical
services to youth and vul nerabl e
popul ations. Qur City departnents

are underfunded and Gty workers
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are grossly underpaid, which is the
mai n driver of the vacancy crisis
whi ch sits at around 25 percent and
rising.

Understaffing critical
public services |ike schools and
health centers worsens poverty. It
seens |ike sone of the speakers
here, sone of whom suggested
el i mnating BIRT altogether which
provi des 15 percent of City
revenue, want to shrink governnent
so it goes down the bathtub drain.
That m ght nmake Gerber Nor Quest
happy but would harmmajority of
Phi | adel phi ans. Yet even the
busi ness owners and devel opers
pushi ng deeper tax cuts rely on
t axpayer-funded City services
t hrough building permts, paved
streets, public safety, processing
tax credits and the need for a
wel | - educat ed wor kforce that can
get around on Septa.

Speaki ng of SEPTA, they all
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|eft, but | did see a |lot of folks
fromthe Parkway Corporation.

I nstead of trying to lure patrons
and workers by | owering parKking
taxes that was supposedly trickled
down to | ower parking rates, how
about we increase funding to
transit. W're a city. Cone on,
peopl e. Businesses aren't just

| ooki ng for highest savings when
filing taxes. They're |ooking for
a location that brings the highest
val ue to our investnent.

I'd also note that the City
has a lot of tools in its tool belt
to hel p busi nesses besi des tax
cuts. The Departnent of Conmmerce
and PI DC have targeted grant and
| oan prograns for small busi nesses
that actually need help scaling up
and the Ofice of Business Services
and ot her prograns.

I nstead of deepening
across-the-board tax cuts, which we

all know di sproportionately benefit
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the weal thy, the Tax Reform

Conmmi ssi on shoul d | ook at how the
City could raise noney equitably
while | owering the burden on | ow
and noder at e-i ncone Phi |l adel phi ans.
This could be through a wealth tax,
collecting pilots for nega
nonprofits like University of
Pennsyl vani a' s nassi ve endownent
and limting or elimnating the
property tax abatenent.

Philly is poor in part
because of its politicians financed
by bi g business interests choose to
keep it that way. |[It's past tine
for a tax structure that narrows
t he econonic divide and creates
prosperity for all. Thank you.

MR. STITT: Thank you for
your testinony.

You nmay proceed.

MR. HAAS: Thank you. My
name i s Don Haas. |'mthe Ceneral
Manager of the Logan Square O fice
Conplex. |'mhere today in ny
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capacity as the Co-chair of the
Bui | di ng Owmners and Managers
Associ ati on of Phil adel phia's
Government Rel ations Committee.

Il would like to thank the
Tax Reform Conm ssion for the
opportunity to testify today. As
many of you know, BOVA nenbers
typically operate in the commerci al
office, industrial and retail real
estate sectors. CQur menber
bui | di ngs define the Center Cty
skyline. As we collectively,
public and private, seek to recover
fromthe pandem c and renote work,
no doubt we are all facing sone
serious headw nds.

You see the alnost daily
reports of tenant contractions as
new tenants renew reduci ng their
space anywhere between 25 and 40
percent, inflationary pressures,
skyrocketing i nsurance prem uns as
well as high interest rates. This

is a recipe for disaster, not just
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for those owners of the comrercia
properties, but these inpacts al so
have a direct correlation on the
assessed values and City tax
revenue.

The i npact of our current
overall tax structure is severely
hanpering our econom c recovery and
future growth efforts. High
busi ness taxes are a | eadi hg cause
of Phil adel phia not being able to
attract corporate headquarters to
our city. As you well know, nost
| arger enpl oyees in Phil adel phia
are nonprofits, education and
heal t h or governnent agencies which
do not pay business and/or real
estate taxes.

Hi gh Phil adel phi a wage t ax
and BIRT continue to have a
chilling effect on the commerci al
of fice sector and conpanion
busi nesses. Coupled with the
conti nued absence of a robust post-

pandenmic return to office by
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enpl oyees, the econom c pressures
on retail and continued buil ding
service staff is exacerbated.

The reduced office
popul ation translates into | ess
bui | di ng mai nt enance personnel,
| ess need for restaurants and
retail stores. W already have
several buildings surrounding City
Hal | which are currently in default
on their | oans or facing
forecl osure.

Sinply put, these are
chal l enging times. Recent
reduction in wage tax and BI RT have
been a positive step in the right
direction. While they' ve been
smal |l reductions, they truly matter
froman optical perspective.
Potential and existing businesses
see the Gty is trying. There's
hope, but we need nore.

Many enpl oyees who have
benefited fromrenote work, a | ot

of themworking in the suburbs, are
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using the inposition of wage tax,
comuti ng and parking costs as an
i npedi ment to return to the office.
Let's think big and bold and figure
a way to elimnate those obstacles.

Modi fying our tax structure
Is positive for everyone invol ved.
W retain and attract nore
busi nesses, which |eads to job
gromh. Mre jobs provide our city
residents the ability to earn a
living and then pay taxes. W are
truly at an inflection point. |If
done right, will put us on a path
for significant gromh. Thank you.

MR. STITT: Thank you for
your testinony.

Andrew Knox. And is there
anybody el se whose nane | did not
call who wishes to testify?

(No response.)

MR STITT: kay. Please
proceed.

MR. KNOX: Good afternoon,

menbers of the Tax Reform
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Comm ssion. M nane is Andrew
Knox. | work at the Free Library
of Phil adel phia and |I'ma rank-and-
file menber of AFSCME District
Counci | 33, Local 696. 1'm
speaking in a personal capacity.

I was hired by the Free
Li brary early |last year as part of
its roll-out of six-day service. |
had been working a dead-end job at
the time and applying to any
library job I could find. And so,
| was thrilled to find one that was
both full-tinme and a union job.

"' m happy to say that after years
of pandem c uncertainty, the Free
Li brary is now open Monday through
Saturday at nost of its branches
and at Parkway Central.

But even with this wel cone
increase in funding, we're still
far fromwhere we need to be.
Menbers of AFSCME D.C. 33 have seen
their wages stagnant and eroded by

inflation and cost of living
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I ncreases for over a decade. Many
other City departnents are stil
struggling with high | evel s of
vacancy. |If this Conmm ssion

sl ashes taxes for corporations and
the very wealthy, | fear we will be
one recession away fromthe bad old
days of 2008 when Mayor Nutter
proposed closing 11 library

br anches.

The Free Library is one of
Phi | adel phia's great institutions
and it deserves adequate funding
and its workers deserve respect as
do all Gty workers. Thank you.

MR. STITT: Thank you for
your testinony.

Last call. Anyone else
here to testify?

(No response.)

MR, STITT: Hearing none,
this concl udes the Phil adel phia Tax
Ref orm public hearing. Thank you
all for joining us today.

(Tax Reform Comm ssi on
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Comm ttee concluded at 12:10 p.m)
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