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         COUNCIL OF THE CITY OF PHILADELPHIA

           COMMITTEE ON PUBLIC HEALTH AND

                   HUMAN SERVICES

                   Room 400, City Hall
                   Philadelphia, Pennsylvania
                   Wednesday, March 2, 2016
                   10:20 a.m.

PRESENT:
    COUNCILWOMAN CINDY BASS, CHAIR
    COUNCIL PRESIDENT DARRELL L. CLARKE
    COUNCILMAN DEREK S. GREEN
    COUNCILMAN WILLIAM K. GREENLEE
    COUNCILWOMAN HELEN GYM
    COUNCILMAN BOBBY HENON
    COUNCILWOMAN BLONDELL REYNOLDS BROWN
    COUNCILMAN AL TAUBENBERGER

BILL 160018 - An ordinance amending Chapter
9-800 of The Philadelphia Code, entitled
"Landlord and Tenant - Rent Control," by
requiring that tenants of certain multi-family
buildings be provided with a written
disclosure of the building policy on smoking
in individual dwelling units...

RESOLUTION 160044 - Resolution authorizing the
Committee on Public Health and Human Services
to hold hearings regarding Social Impact
Bonds.

                 - - -
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2               COUNCILWOMAN BASS:  Good

3     morning.  This hearing is called to

4     order.  This is a public hearing of the

5     City Council Committee on Public Health

6     and Human Services.  The purpose of this

7     public hearing is to hear testimony on

8     Bill No. 160018 and Resolution No.

9     160044.

10               I want to recognize the

11     presence of a quorum of Committee

12     members.  Members of the Committee in

13     attendance are Council President Darrell

14     Clarke, Councilman Bill Greenlee, and

15     Councilman Al Taubenberger and myself as

16     Chair, Councilwoman Cindy Bass.

17               And just one procedural note

18     before we get underway, after all

19     testimony on Bill No. 160018, we will

20     recess into the public meeting for the

21     purpose of taking action on that bill,

22     and at the completion of our public

23     meeting, we will go back into our public

24     hearing for testimony on Resolution No.

25     160044.



Committee on Public Health and Human Services
March 2, 2016

(215) 504-4622
STREHLOW & ASSOCIATES, INC.

Page 3

1   3/2/16 - PUBLIC HEALTH - BILL 160018, etc.

2               And with that said, will the

3     Clerk please read the title of Bill No.

4     160018.

5               THE CLERK:  Bill No. 160018,

6     amending Chapter 9-800 of The

7     Philadelphia Code, entitled "Landlord and

8     Tenant - Rent Control," by requiring that

9     tenants of certain multi-family buildings

10     be provided with a written disclosure of

11     the building policy on smoking in

12     individual dwelling units, under certain

13     terms and conditions.

14               COUNCILWOMAN BASS:  Thank you.

15     And can we have the Clerk call up the

16     first panel to testify.

17               THE CLERK:  The Health

18     Department and the American Lung

19     Association and the Philadelphia Clean

20     Air Council.

21               (Witnesses approached witness

22     table.)

23               COUNCILWOMAN BASS:  Good

24     morning.

25               (Good morning.)



Committee on Public Health and Human Services
March 2, 2016

(215) 504-4622
STREHLOW & ASSOCIATES, INC.

Page 4

1   3/2/16 - PUBLIC HEALTH - BILL 160018, etc.

2               COUNCILWOMAN BASS:  Thank you

3     for being here.  Please state your name

4     for the record and you can then begin

5     your testimony.

6               DR. BETTIGOLE:  Good morning,

7     Chairwoman Bass and members of the

8     Committee.  My name is Dr. Cheryl

9     Bettigole and I'm here to testify on

10     behalf of Commissioner Thomas Farley and

11     the Philadelphia Department of Public

12     Health on Bill No. 160018, which was

13     introduced by the Chairwoman.

14               The Department strongly

15     supports this bill, which would require

16     smoking disclosure policies for

17     multi-family buildings.  This bill would

18     help potential tenants to be more

19     informed about the risk of secondhand

20     smoke exposure in an apartment they are

21     considering.  We have strong scientific

22     evidence that secondhand smoke can travel

23     between apartments, through cracks, under

24     doors, and along plumbing.  This results

25     in significant secondhand smoke exposure
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2     even for non-smokers who do not allow

3     smoking in their apartments.

4               Secondhand smoke contains more

5     than 7,000 chemicals.  Hundreds are toxic

6     and about 70 can cause cancer.  It causes

7     numerous health problems, including more

8     frequent and severe asthma attacks,

9     respiratory infections, ear infections,

10     sudden infant death syndrome, coronary

11     heart disease, stroke, and lung cancer.

12               Currently, prospective tenants

13     have no way of knowing if there is smoke

14     in a building in which they are

15     considering renting.  For parents of a

16     child with asthma, for adults with

17     chronic lung or heart disease, and for

18     anyone concerned about the health

19     problems caused by secondhand smoke, this

20     bill provides information that could be

21     of tremendous value.

22               Thank you for the opportunity

23     to appear before you today.  I would be

24     happy to answer any questions that

25     members may have.



Committee on Public Health and Human Services
March 2, 2016

(215) 504-4622
STREHLOW & ASSOCIATES, INC.

Page 6

1   3/2/16 - PUBLIC HEALTH - BILL 160018, etc.

2               COUNCILWOMAN BASS:  Thank you

3     very much.  We're going to hold the

4     questions until the end of the panel, but

5     I do want to recognize the presence of

6     Councilwoman Helen Gym and also

7     Councilwoman Blondell Reynolds Brown, who

8     is here.

9               And also thank you for being

10     here this morning, and if you want to

11     state your name for the record and begin

12     your testimony.  You can pull the mic

13     closer to you.  You can adjust it and

14     pull it down, tilt it down.

15               MS. GUTIERREZ:  My name is Maya

16     Gutierrez.  I'm here to testify in

17     support of the American Lung Association.

18               The American Lung Association

19     in Pennsylvania supports Councilwoman

20     Bass' Bill 160018, which would require

21     all landlords of multi-unit buildings to

22     disclose their smoking policies for the

23     entire building, to include the policy in

24     the lease for new tenants, and to inform

25     current tenants of the policy before they
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2     renew their lease agreement.  In fact,

3     the American Lung Association in

4     Pennsylvania would encourage the Council

5     to make a recommendation that the state

6     delegation from Philadelphia introduce

7     legislation to make all multi-unit

8     buildings smoke free in the Commonwealth.

9     This is an initiative the American Lung

10     Association could support.

11               Exposure to secondhand smoke is

12     a serious health hazard, causing more

13     than 41,000 deaths per year nationwide.

14     Secondhand smoke contains thousands of

15     chemicals known to be toxic or

16     carcinogenic, including formaldehyde,

17     benzene, vinyl chloride, arsenic,

18     ammonia, and hydrogen cyanide.

19               Secondhand smoke can cause

20     heart attacks.  Even relatively brief

21     exposure can trigger a heart attack,

22     according to a report by the Institute of

23     Medicine.

24               There is no safe level of

25     exposure to secondhand smoke, and even
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2     short-term exposure potentially can

3     increase the risk of heart attacks.

4               Secondhand smoke exposure in

5     multi-unit dwellings such as apartments

6     and condominiums is unfortunately both a

7     common problem and also dangerous for

8     residents.  Exposure to secondhand smoke

9     can lead to serious health problems,

10     including lung cancer, heart disease, and

11     stroke and can make asthma worse in

12     adults and children.  It is especially

13     dangerous for children, as it can result

14     in permanent damage to growing lungs and

15     cause respiratory illnesses like

16     bronchitis and pneumonia, ear infections,

17     and sudden infant death syndrome.

18               Children with asthma are

19     especially sensitive to secondhand smoke

20     and may suffer from more asthma attacks

21     and more and longer hospitalizations as a

22     result.  A February 2015 Centers for

23     Disease Control and Prevention study

24     found that two in five children living in

25     federally subsidized housing overall are



Committee on Public Health and Human Services
March 2, 2016

(215) 504-4622
STREHLOW & ASSOCIATES, INC.

Page 9

1   3/2/16 - PUBLIC HEALTH - BILL 160018, etc.

2     exposed to secondhand smoke.  Even more

3     troubling is that seven in ten African

4     American children are exposed to

5     secondhand smoke in their homes.

6     Children who breathe secondhand smoke may

7     have more ear infections, coughs and

8     colds, tooth decay, headaches, sore

9     throat, eye irritation, hoarseness, and

10     respiratory problems such as bronchitis

11     and pneumonia.

12               The same study found from 1999

13     to 2012 exposure to secondhand smoke in

14     the United States declined overall.

15     However, during 2011 and 2012, despite

16     the decline, an estimated one in four

17     non-smoking individuals was still exposed

18     to secondhand smoke, including 15 million

19     children age 3 to 11 years.  It is

20     important to note that declines in

21     exposure over time have been slower, and

22     prevalence of exposure remains higher

23     among children, non-Hispanic blacks,

24     persons living in poverty, and persons

25     who rent their housing.  Eliminating
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2     smoking in indoor spaces protects

3     non-smokers from secondhand smoke

4     exposure.

5               Based on several studies, an

6     estimated 44 percent to 53 percent of

7     multi-unit housing residents that do not

8     allow smoking in their home have

9     experienced secondhand smoke infiltration

10     in their home from elsewhere in or around

11     the building.

12               No one should be exposed to

13     secondhand smoke in their home,

14     especially our nation's most vulnerable

15     citizens, including children, the

16     elderly, and low-income Americans.  The

17     American Lung Association in Pennsylvania

18     respectfully asks that you release Bill

19     160018 from committee.  This will permit

20     residents in multi-unit buildings to

21     identify a healthy, smoke-free living

22     environment for themselves and their

23     families.

24               Thank you.

25               COUNCILWOMAN BASS:  Thank you
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2     for your testimony.

3               Sir, if you would begin.  State

4     your name for the record and proceed with

5     your testimony.

6               MR. BRENDLINGER:  Yes.  My name

7     is Thurm Brendlinger and I'm a Program

8     Director at the Clean Air Council.  And I

9     have as part of my testimony some

10     upgrades to the bill, but I have copies

11     of this now.  Would you like me to

12     present that to you?

13               Okay.  Very good.  Thank you.

14     I appreciate it.

15               COUNCILWOMAN BASS:  Thank you.

16               MR. BRENDLINGER:  I'll proceed

17     as you get these.

18               Clean Air Council is a

19     Philadelphia-based regional organization

20     whose mission it is to protect everyone's

21     right to breathe clean air.  The Council

22     supports amending Chapter 9-800 of The

23     Philadelphia Code with a smoking

24     disclosure policy for multi-unit housing.

25               Since 1983, the Council has had
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2     a clean indoor air hotline, fielding

3     calls from citizens about air quality

4     problems detrimental to their health.

5     One of the most frequent complaints

6     concerns secondhand smoke impacts on

7     neighbors in multi-unit housing.

8     Individuals, especially more sensitive

9     populations like the elderly or those

10     with young children, will call,

11     distraught that they are living near a

12     person who is smoking and that the smoke

13     is getting into their unit.  That smoke

14     can come in from an adjoining unit, one

15     connected by a hallway or ventilation

16     system or even from an outdoor deck or

17     porch.  The person had no way of knowing

18     during their search for the apartment

19     about their possible exposure to

20     secondhand smoke.  Then after signing a

21     typical lease, the impacted person has

22     little or no recourse to get relief from

23     the smoke either from the neighbor or the

24     owner of the property.

25               Clean Air Council supports
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2     proposed Bill No. 160018 as a first step

3     to protect tenants from the dangers of

4     secondhand smoke.  As part of the

5     disclosure bill, it would be great to

6     include, at a minimum, a summary of the

7     United States Surgeon General's

8     statement -- and it's in blue there.

9     "There is no safe level of secondhand

10     smoke" -- as a way to reinforce the

11     public health importance of the

12     disclosure for both the lessee and the

13     lessor.  The proposed bill should also

14     add to the definitions a "dwelling unit

15     which would include any outdoor structure

16     connected to the unit"; for example,

17     decks, porches, patios, and terraces.

18     This clarification eliminates the

19     possibility of an individual in a

20     designated non-smoking unit smoking just

21     outdoors on a balcony or patio that might

22     impact another person in an adjoining

23     unit.

24               I appreciate the opportunity to

25     speak on behalf of this bill, and your
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2     consideration of this initiative is a

3     great one.

4               Thank you.

5               COUNCILWOMAN BASS:  Thank you.

6               Thank you for your testimony.

7     And I do want to also acknowledge the

8     presence of Councilman Henon and also

9     Councilman Derek Green.

10               And I really thank you all for

11     your testimony this morning.  We'll open

12     it up for some questions.  I did want to

13     acknowledge also the work that all three

14     of you through your organizations in the

15     City of Philadelphia have done to

16     minimize secondhand smoke exposure over

17     the years.  And just when you think about

18     where we were 10 years ago, 20 years ago

19     in terms of our thought process and

20     attitude towards secondhand smoke, we're

21     a very different society than what we

22     used to be.  And I remember somebody

23     telling me, a little bit before my time,

24     but saying that they were in a hospital

25     and doctors used to smoke in the
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2     hospital.  And the way we now know that

3     secondhand smoke can have such a

4     detrimental impact and that not only that

5     we know, that we're actually taking

6     action to minimize that, particularly

7     among vulnerable populations, again, I

8     just really want to say thank you so much

9     for the work that you've done and the

10     advocacy for all of these years, and I

11     think that this particular bill is

12     another step in the right direction.  It

13     doesn't go all the way, but I do think

14     that this is a very good step to making

15     sure that consumers know what their

16     options are, that this is about consumer

17     awareness and that they certainly have

18     every opportunity to make an informed

19     choice no matter what their income level

20     is about secondhand smoke.

21               So with that, I'll open it up

22     to the Committee for questions.

23               Councilman Taubenberger.

24               COUNCILMAN TAUBENBERGER:  Thank

25     you, Madam Chairwoman.
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2               I actually have no questions.

3     I do also want to thank you for the work

4     you're doing as well, because we've

5     actually come a long way.  I actually

6     lived in a house where I loved my dad

7     dearly but he smoked like a factory, so

8     to speak.  But I can also remember when

9     you were talking about ads in fact where

10     doctors used to smoke.  They actually

11     had -- I remember as a kid reading -- I

12     was a little kid, but I remember reading

13     where a doctor actually recommended

14     certain brands of cigarettes because they

15     thought those brands were healthier, and

16     they wore their whites and had the

17     stethoscope and so on.  But we've moved a

18     long way from those days, thank God, and

19     I also want to thank you for your work.

20               COUNCILWOMAN BASS:  Thank you,

21     Councilman.

22               Councilman Green.

23               COUNCILMAN GREEN:  I just have

24     a question in reference to the Health

25     Department under the legislation.  What's



Committee on Public Health and Human Services
March 2, 2016

(215) 504-4622
STREHLOW & ASSOCIATES, INC.

Page 17

1   3/2/16 - PUBLIC HEALTH - BILL 160018, etc.

2     the responsibility of a landlord in

3     reference to other tenants in enforcing

4     the policy, from your perspective?  I

5     mean, if a landlord provided notice that

6     there is no smoking, what about if

7     there's other tenants that are actually

8     smoking?  What is the responsibility of

9     the landlord in that regard?

10               MS. BETTIGOLE:  So I believe --

11     and please correct me if I'm wrong, but I

12     believe that that would be enforced in

13     the same way as any other regulation that

14     a tenant might break.  But it's not an

15     area of expertise for me.

16               COUNCILMAN GREEN:  So from your

17     perspective, it's not the responsibility

18     of the property owner to enforce that in

19     reference to -- like if they provide this

20     information to tenants, it's not the

21     responsibility of the property owner to

22     then try to enforce it with others?

23               MS. BETTIGOLE:  You know, I

24     apologize, but I don't know the answer to

25     that question.
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2               COUNCILMAN GREEN:  Okay.  I

3     guess that's for the next panel.

4               COUNCILWOMAN BASS:  Thank you,

5     Councilman.

6               Councilwoman Gym.

7               COUNCILWOMAN GYM:  Hi.  Good

8     morning.  Thank you so much for your

9     testimony.  I appreciate it.  I had a

10     question for -- I'm sorry I'm coming in a

11     little bit late -- for the Clean Air

12     Council.  Could you just clarify a little

13     bit about your interest including outdoor

14     structures and how if someone steps

15     outside of their residence, how you see

16     that as also being a place where we need

17     to have some level of regulation, I

18     guess.

19               MR. BRENDLINGER:  Sure.  Again,

20     with our experience with our clean indoor

21     air hotline, we've had numerous calls of

22     people who have been directly next door

23     to an apartment where they're not

24     necessarily smoking indoors, but they're

25     smoking out on their adjacent deck, and
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2     that smoke can impact the person if

3     they're on their particular deck.  And

4     also we've had calls of people who have

5     been impacted indoors from that smoking

6     on the deck.

7               So I just wanted to make it

8     clear to both the lessor and the lessee

9     that those outdoor spaces should be

10     included, because theoretically a person

11     could sign a lease and it could be for a

12     no smoking room and they might not smoke

13     indoors, but they might go outdoors or

14     have guests that go outdoors on the patio

15     or the balcony and impact an individual

16     adjoining them that would have a reaction

17     with that type of secondhand smoke

18     exposure.

19               COUNCILWOMAN GYM:  And it would

20     be limited to outdoor structures that are

21     actually attached to the house itself and

22     not necessarily to any outdoor space that

23     is in the vicinity of the area, right?

24     Like are you drawing some distinctions?

25               MR. BRENDLINGER:  It would be
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2     great if it was a greater area certainly,

3     but I think if you're looking towards

4     disclosure and making it as simple as

5     possible, then it would be that, just

6     adjacent to the property.

7               COUNCILWOMAN GYM:  Adjacent or

8     attached?  I mean, the recommendation

9     kind of says attached.

10               MR. BRENDLINGER:  I'm sorry.

11     Connected.

12               COUNCILWOMAN GYM:  And is your

13     recommendation that it be adjacent or

14     something that is actually physically

15     connected to the --

16               MR. BRENDLINGER:  Well, in the

17     case of a patio, you know, you're

18     stepping out onto a patio on, say, a

19     ground floor, and that we think should be

20     included.  It's a little bit easier to

21     look at a balcony situation.  That's

22     certainly attached to that unit.  But we

23     just thought for clarity's sake that it

24     might be helpful for that type of

25     disclosure.
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2               COUNCILWOMAN GYM:  Thank you.

3               COUNCILWOMAN BASS:  Thank you.

4     Thank you, Councilwoman.

5               Any additional questions?

6               (No response.)

7               COUNCILWOMAN BASS:  If not,

8     we'll have the Clerk call up the next

9     panel.

10               Thank you very much for your

11     testimony.

12               MR. BRENDLINGER:  Thank you.

13               THE CLERK:  Rue Landau,

14     Philadelphia Commission on Human

15     Relations; Rasheedah Phillips from

16     Community Legal Services; and TURN.  I

17     believe Tim Carney on behalf of Phil

18     Lord.

19               (Witnesses approached witness

20     table.)

21               COUNCILWOMAN BASS:  Thank you

22     for being here this morning.

23               MS. LANDAU:  Thank you for

24     having us.  Good morning.

25               COUNCILWOMAN BASS:  You can
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2     please state your name for the record and

3     begin your testimony.

4               MS. PHILLIPS:  Sure.  Good

5     morning.

6               COUNCILWOMAN BASS:  Whoever.

7               MS. LANDAU:  Thank you,

8     Councilwoman.  I'm going first.

9               Good morning, Chairwoman Bass

10     and members of the Public Health and

11     Human Services Committee.  I am Rue

12     Landau, Executive Director of the Fair

13     Housing Commission, the agency that

14     enforces the Fair Housing Ordinance,

15     Chapter 9-800 of The Philadelphia Code,

16     which would be amended by Bill No.

17     160018.  Thank you for allowing me to

18     testify in support of this measure today.

19     The bill would require landlords to

20     disclose their smoking policies to

21     tenants in multi-family buildings.  As a

22     non-smoker with asthma, I particularly

23     appreciate that the disclosure will

24     afford tenants the opportunity to

25     affirmatively choose housing that
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2     protects their health and well-being.

3               Enacted in 1962, the Fair

4     Housing Ordinance prohibits certain

5     unfair rental practices by landlords and

6     gives the Commission the authority to

7     address unsafe and unhealthy conditions

8     in rental properties through its

9     adjudicatory hearings as well as through

10     its investigatory and subpoena authority.

11     Over the years, both the Fair Housing

12     Commission and our sister agency, the

13     Commission on Human Relations, have

14     received numerous complaints from

15     non-smoking tenants who suffer from

16     health problems and a reduced quality of

17     life by living next to smokers.

18     Occasionally these situations can be

19     resolved amicably by talking to the

20     landlord and the neighbors who agree not

21     to smoke in their units.  But other times

22     tenants have complained to their

23     landlords about the smoke and instead of

24     it being resolved received lease

25     termination notices and were forced to
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2     move out of their properties.  Fearful of

3     eviction, some tenants choose not to

4     complain at all and suffer the

5     consequences of secondhand smoke, often

6     exacerbating their existing health

7     conditions.

8               Under Bill 160018, a landlord

9     must disclose its smoking policy in

10     individual dwelling units in writing to

11     tenants at the inception of the tenancy

12     or when a lease is renewed.  If the

13     disclosure is not in the lease, tenants

14     must acknowledge receipt of the smoking

15     policy in writing.  A proposed amendment

16     to the bill adds a remedy for new tenants

17     if a landlord fails to provide the

18     required disclosure.  Specifically,

19     within 90 days of the inception of the

20     lease, a tenant may request to terminate

21     the lease early without penalty so long

22     as the tenant gives at least 30 days

23     notice and vacates the premises no later

24     than the early termination date.

25               As the enforcing agency of the
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2     legislation, the Fair Housing Commission

3     believes the proposed amendment is

4     reasonable and balances the needs of both

5     landlords and tenants.  But in

6     particular, providing tenants with a

7     smoking disclosure at the inception of

8     their tenancies will afford them the

9     opportunity to make informed and healthy

10     choices about where they want to live.

11               Councilman Green, if I can just

12     respond to your question of the previous

13     panel.  If a landlord has a smoking

14     policy, whether it's in their lease or

15     has been provided in writing to the

16     tenants, and other tenants violate it by

17     smoking, that would be a lease infraction

18     that could lead up to eviction by the

19     landlord.

20               So thank you for the

21     opportunity to testify, and I'm happy to

22     take any questions at the end.

23               COUNCILWOMAN BASS:  Thank you.

24     Thank you for your testimony.

25               Would you state your name for
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2     the record and begin.

3               MS. PHILLIPS:  Good morning.

4     My name is Rasheedah Phillips.  I'm the

5     Managing Attorney of the Housing Unit at

6     Community Legal Services of Philadelphia,

7     where we provide legal advice and

8     representation to low-income tenants

9     living in private and public housing in

10     Philadelphia.

11               The proposed ordinance before

12     you today was drafted with the intentions

13     of ensuring that landlords have clear

14     written policies in place regarding

15     cigarette smoking within units on their

16     property and with the intentions of

17     providing residential tenants with

18     advanced notice of such policies prior to

19     entering into living circumstances where

20     there may be significant health, safety,

21     habitability, and comfort concerns

22     triggered by cigarette smoking.  The

23     Housing Unit at Community Legal Services

24     stands in full support of this measure.

25               Cigarette smoke and inhalation
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2     of secondhand smoke, as you heard

3     earlier, is a severe public health hazard

4     that substantially increases the risk of

5     cancer, emphysema, type 2 diabetes, hard

6     attack, stroke, death and more.  It also

7     poses a significant safety hazard, with

8     cigarette smoke being closely linked to

9     fires and fire-related deaths, in

10     addition to being a heavy maintenance

11     cost.

12               In recognition of the

13     significant health, safety, and

14     habitability consequences associated with

15     cigarette smoking, more and more property

16     owners have taken measures to eliminate

17     or curtail cigarette smoking on their

18     properties, while local and federal

19     governments are increasingly passing

20     legislation that bans smoking in

21     residential common areas and units.  For

22     example, the Department of Housing and

23     Urban Development recently instituted a

24     smoke-free public housing policy that

25     requires each public housing agency to
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2     ban lit tobacco products in all living

3     units and indoor common areas.

4               We believe as housing advocates

5     that it is absolutely vital that tenants

6     be given a fair opportunity to decide

7     whether they want to reside in a unit

8     where they may be exposed to secondhand

9     smoke by being provided with notice of

10     the smoking policies or notice of the

11     locations where smoking is allowed prior

12     to or at the time of lease signing.

13     Equally vital is the enforcement

14     mechanism, that tenants are given an

15     opportunity to terminate their lease and

16     relocate to suitable housing if they were

17     not provided with the policy.

18               Because of the significant

19     health and safety risks posed by

20     cigarette smoking, a mere fine or warning

21     to the landlord for not providing the

22     policy is not an effective remedy for a

23     tenant.  Failure to warn a tenant of

24     exposure to cigarette smoke is a health

25     and safety defect amounting to a breach
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2     of the warranty of habitability, with the

3     only effective and reasonable remedy

4     being the ability to move away from such

5     circumstances.  We believe that the

6     90-day period by which the tenant must

7     provide notice of lease termination where

8     they did not get a policy strikes a fair

9     balance between a tenant and landlord's

10     rights and obligations under a lease

11     contract, allowing parties to take timely

12     and appropriate actions to address the

13     issue early on in the lease under

14     circumstances where the policy was not

15     provided.

16               For the foregoing reasons, we

17     encourage the City of Philadelphia to

18     continue its national leadership and

19     attention to this public health concern

20     by adopting this legislation.  We commend

21     Philadelphia officials for recognizing

22     the need for clear rules and policies

23     around cigarette smoking for all

24     residential tenants and raising awareness

25     around this public health issue for our
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2     city's most vulnerable residents.

3               Thank you.

4               COUNCILWOMAN BASS:  Thank you

5     for your testimony.

6               Please state your name for the

7     record and begin your testimony.

8               MR. CARNEY:  Good morning,

9     Councilwoman Bass and members of the

10     Committee.  My name is Tim Carney and I'm

11     here -- I'm a staff person at TURN and

12     I'm here to read the testimony of our

13     Executive Director, Phil Lord, and I have

14     copies for every member of the Committee

15     and the stenographer.

16               Thank you, Councilmembers Bass

17     and Bill Greenlee and members of the

18     Committee on Public Health and Human

19     Services of Philadelphia City Council for

20     this opportunity to provide testimony on

21     behalf of the Tenant Union Representative

22     Network in support of Bill No. 160018.

23               TURN is a tenant service and

24     advocacy organization which assists and

25     counsels thousands of tenants each year
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2     from throughout Philadelphia.  TURN's

3     work promotes housing as a human right.

4     For TURN, this means that beyond charity

5     it is the obligation of a civilized

6     society to provide for the minimal

7     housing needs of all of its citizens.

8     TURN provides daily workshops for tenants

9     to educate them about their rights,

10     including the protections of the Fair

11     Housing Ordinance, which would be amended

12     by this bill.  TURN also provides

13     individual one-on-one consultations for

14     tenants who face serious repair problems.

15               Our understanding is that the

16     purpose of the proposed legislation is to

17     provide tenants who are sensitive to

18     cigarette smoke advanced notice that they

19     are entering into a dangerous or

20     unpleasant living situation before they

21     are locked into a lease.  It also

22     encourages landlords to have a written

23     policy on smoking in order to increase

24     tenant retention.  Finally, the

25     legislation will heighten the much-needed
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2     awareness of the hazards of smoking by

3     making information about the opportunity

4     to smoke explicitly part of the rental

5     transaction.

6               It is our opinion, based on

7     experience, effective enforcement of this

8     disclosure requirement will only happen

9     through private remedies that this bill

10     provides.  Tenant occupants are the most

11     likely to know and be harmed by a failure

12     to provide such notice.  Such a tenant is

13     unlikely to file a complaint with the

14     Fair Housing Commission if the only

15     remedy is a nominal fine.

16               We at TURN often see tenants

17     who are not complaining about their

18     landlords directly, but who are upset

19     that their landlords are not addressing

20     problems caused by other tenants,

21     including smoke.  Unfortunately, the

22     Property Maintenance Code is not clear on

23     this subject even though it is

24     well-settled science that secondary smoke

25     is hazardous to those who are exposed.
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2     Steps have been taken to reduce exposure

3     in public buildings and facilities, but

4     little has been done to impact the longer

5     and, therefore, more deleterious exposure

6     people experience in their own homes.

7               According to the Center for

8     Disease Control, every year secondhand

9     smoke causes 34,000 deaths from heart

10     disease and 7,300 deaths from lung

11     cancer.  Children are particularly

12     vulnerable.  It has been linked to sudden

13     infant death syndrome, respiratory

14     infections, asthma, ear infections, and

15     ADHD.  Children who live in non-smoking

16     apartments in multi-unit buildings are

17     exposed to 45 percent more tobacco smoke

18     than children living in a detached house.

19               As with many environmental

20     concerns, there is no safe level of

21     exposure to tobacco smoke.  A recent

22     study coming out of the University of

23     Rochester has determined that smoker

24     behavior in one apartment can affect

25     people living in other units.
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2               While we support the

3     legislation in its current form, given

4     the current political climate, we look

5     forward to the day when it is made even

6     stronger.  Being able to get out of the

7     lease to avoid obvious danger is a

8     reasonable and minimal remedy.  However,

9     even this remedy offers no effective

10     protection to the many tenants who have

11     resided in buildings for many years on

12     month-to-month leases.  In addition, the

13     three-month period is too short and does

14     not offer relief if smokers come into the

15     building after the tenant has resided for

16     more than the first initial three-month

17     period.  The option to terminate the

18     lease should be three months, quote,

19     "after the beginning of the tenancy or

20     after the beginning of the tenancy of an

21     adjacent unit," unquote.  We do not need

22     to worry about this remedy being

23     frequently abused since the tenant still

24     must incur all the costs of moving.  It's

25     not easy to just pick up and move if you
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2     find yourself in a bad smoke-filled

3     situation.

4               We believe that smoking in

5     multi-unit buildings should be prohibited

6     unless it can be guaranteed that the

7     smoke will not impact other units.  We

8     believe that failure to contain cigarette

9     smoke is a health and safety defect that

10     constitutes a breach of the warranty of

11     habitability implied in every person's

12     lease.  We believe that we should test

13     children for evidence of smoke poisoning

14     in their bloodstream and treat such

15     hazards with the same urgency we ascribe

16     to lead poisoning.

17               We recognize that smoking is a

18     highly addictive habit and that many

19     smokers cannot quit even though they

20     would like to do so.  We do not want to

21     punish anyone because they are the victim

22     of a society that hid the dangers of

23     smoking for decades and which continues

24     to subsidize the production of this

25     poison for everyday consumption.
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2     However, we must be more concerned about

3     the innocent victims of this activity who

4     receive no benefit but who because of

5     exposure to secondhand smoke can wind up

6     paying an awful price health-wise.

7               Respectfully submitted, Phil

8     Lord, Tenant Union Representative

9     Network.  And I'd also be glad to answer

10     questions.

11               COUNCILWOMAN BASS:  Thank you

12     very much for your testimony.

13               Any questions?

14               Councilman Green.

15               COUNCILMAN GREEN:  I just

16     wanted to follow up with Rue from the

17     Human Relations Commission.  The time

18     period of the 90 days and then the 30

19     days notice, how did you come up with

20     that time period?

21               MS. LANDAU:  First it was

22     proposed by TURN and CLS.  You know, the

23     problem is most leases in Philadelphia

24     start as one-year leases and then revert

25     to month to month, and the problem is the
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2     one-year lease.  A month-to-month lease

3     even if a smoker moves in next door, you

4     could give 30 days notice within a month

5     or two if the problem is not resolved and

6     move.  So the 90 days was moving into a

7     new place, you didn't know -- you didn't

8     get a disclosure policy, you realize

9     you're surrounded by smokers, and you

10     would need a little bit of time to move

11     out.  Maybe you would try to talk to your

12     landlord about it, maybe you'd try to

13     talk to the neighbors about it to see if

14     you could resolve this situation.  But if

15     you can't resolve it within 90 days, you

16     get to give a notice of early termination

17     without penalty, because when you move

18     in, oftentimes you're moving into a

19     one-year lease.

20               So the 90 days was just a

21     cushion of trying to resolve it, giving

22     yourself enough time to figure out

23     another place to live and it was -- saw

24     it as kind of a middle ground of many

25     options.
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2               COUNCILMAN GREEN:  Okay.

3               COUNCILWOMAN BASS:  Any

4     additional questions from the panel?

5               (No response.)

6               COUNCILWOMAN BASS:  Well, thank

7     you very much for your testimony.

8               MS. LANDAU:  Thank you so much

9     for having us.

10               COUNCILWOMAN BASS:  Is there

11     anyone else here to testify on Bill No.

12     160018?

13               (No response.)

14               COUNCILWOMAN BASS:  Anyone

15     else?

16               (No response.)

17               COUNCILWOMAN BASS:  Okay.  And

18     since there appears to be no one, that

19     concludes the public hearing on Bill No.

20     160018, and we will now go into a public

21     meeting to consider the action to be

22     taken on this bill.

23               And the Chair recognizes

24     Councilmember Bill Greenlee for a motion

25     to amend Bill No. 160018.
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2               COUNCILMAN GREENLEE:  Thank

3     you, Madam Chair.  I move the adoption of

4     the amendments to Bill No. 160018.

5               (Duly seconded.)

6               COUNCILWOMAN BASS:  It has been

7     moved and properly seconded that the

8     amendments just circulated be adopted.

9               All those in favor of the

10     amendments signify by saying aye.

11               (Aye.)

12               COUNCILWOMAN BASS:  Anyone

13     opposed?

14               (No response.)

15               COUNCILWOMAN BASS:  The Chair

16     recognizes Councilmember Greenlee for a

17     motion on Bill No. 160018, as amended.

18               COUNCILMAN GREENLEE:  Thank

19     you, Madam Chair.  I move that Bill No.

20     160018, as amended, be reported out of

21     this Committee with a favorable

22     recommendation and move further that the

23     rules of Council be suspended to allow

24     for first reading at our next session of

25     Council.
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2               (Duly seconded.)

3               COUNCILWOMAN BASS:  It's been

4     moved and properly seconded that Bill No.

5     160018, as amended, be reported from this

6     Committee with a favorable recommendation

7     and further moved that the rules of

8     Council be suspended to permit first

9     reading of this bill at the next session

10     of Council.

11               All those in favor of this

12     motion signify by saying aye.

13               (Aye.)

14               COUNCILWOMAN BASS:  Anyone

15     opposed?

16               (No response.)

17               COUNCILWOMAN BASS:  The ayes

18     have it and the motion carries, and Bill

19     No. 160018, as amended, will be reported

20     from this Committee with a favorable

21     recommendation with a request that the

22     rules of Council be suspended to permit

23     first reading at the next session of

24     Council.

25               That concludes our public
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2     meeting, and we will now resume our

3     public hearing and have the Clerk read

4     the title of Resolution No. 160044.

5               THE CLERK:  Resolution No.

6     160044, authorizing the Committee on

7     Public Health and Human Services to hold

8     hearings regarding Social Impact Bonds.

9               COUNCILWOMAN BASS:  Thank you.

10     And can we have the first panel be called

11     to testify.

12               THE CLERK:  Jeff Shumway, Andy

13     Rachlin, and Noelle Baldini.

14               (Witnesses approached witness

15     table.)

16               COUNCILWOMAN BASS:  Good

17     morning.  Thank you for being here.

18     Before we begin our testimony -- before

19     you begin your testimony, I'd like to

20     recognize Councilman Bill -- Derek Green

21     for comments.

22               Councilman.

23               COUNCILMAN GREEN:  Thank you,

24     Madam Chair.  I know we have too many

25     Greens or Greenlees on this Committee.
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2               COUNCILMAN GREENLEE:  Not too

3     many.

4               COUNCILWOMAN BASS:  Just the

5     right mix.

6               COUNCILMAN GREEN:  You could

7     always add more Green.

8               So thank you for the

9     opportunity to say a few words before we

10     start this hearing.  I have been

11     following this concept of Pay for Success

12     on social impact bonds for the past few

13     years.  I first learned about the

14     initiative in New York under former Mayor

15     Bloomberg working with Goldman Sachs, and

16     I think the City as well as jurisdictions

17     all around the nation have a finite

18     amount of assets but an unlimited amount

19     of needs.  And so this provides an

20     opportunity for a unique public-private

21     partnership to address some of those

22     unlimited amount of needs that we have in

23     the City of Philadelphia and across the

24     nation.

25               So I thought it was important
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2     to have this conversation here in City

3     Council.  I know the previous

4     Administration has worked with Social

5     Finance on this concept as well, and

6     hopefully through this conversation today

7     and future conversations with the

8     Administration, we can put together some

9     ideas on how we can address some of the

10     unlimited needs we have in the City of

11     Philadelphia, especially as it pertains

12     to recidivism, social justice, as well as

13     education and educational attainment.

14               Thank you.

15               COUNCILWOMAN BASS:  Thank you

16     very much, Councilman.

17               And if you want to state your

18     name.  You can decide who is going first.

19     State your name for the record and begin

20     your testimony.

21               MR. SHUMWAY:  Jeff Shumway,

22     Social Finance.

23               COUNCILWOMAN BASS:  Bring the

24     mic a little bit closer.

25               MR. SHUMWAY:  Jeff Shumway,
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2     Social Finance.

3               So thank you all for the

4     opportunity to be here.  My role here

5     today is to explain the concept of Pay

6     for Success, and I'd like to do that by

7     calling your attention to the one-page

8     handout with four slides you should have

9     in your packet.

10               Before I begin speaking to

11     that, I'd like to give a high-level

12     overview of what Pay for Success is and

13     is not.

14               At its core, Pay for Success is

15     about measurably improving the lives of

16     those most in need by driving more

17     government resources to the most

18     effective programs, full stop.  We will

19     talk about many other things.  We will

20     talk about investors and funding and

21     outcomes and evaluation, but at its core,

22     I want to make sure that we convey this

23     message clearly, that this is about

24     helping those most in need.

25               Social Finance where I work is
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2     a registered 501(c)(3) non-profit, and

3     our mission is to mobilize capital to

4     drive social progress.  We do that mainly

5     through Pay for Success projects.

6               So if I can call your attention

7     to the second slide, which has a triangle

8     with three entities.  Pay for Success is

9     a public-private partnership between

10     these three entities.  So you'll see at

11     the top of this triangle there's a

12     high-quality non-profit.  At the bottom

13     right, there's a payor, typically

14     government, and at the bottom left,

15     you'll see is their impact investors.

16     And I will define "impact investors" as

17     those who would like to invest money for

18     social good, but they need that money

19     returned to them so they can do more

20     social good.  They recycle their money

21     into new social programs.

22               What's new about this

23     partnership is the way in which the

24     funding flows and the accountability for

25     outcomes flows.  So in this case,



Committee on Public Health and Human Services
March 2, 2016

(215) 504-4622
STREHLOW & ASSOCIATES, INC.

Page 46

1   3/2/16 - PUBLIC HEALTH - BILL 160018, etc.

2     government begins the project by stating

3     the outcomes it desires to achieve and by

4     contracting with someone like Social

5     Finance to put together the project.

6     From there, money from the impact

7     investors is used to expand the services

8     of the non-profit.  The non-profit, by

9     virtue of its positive track record and

10     often outside impact evaluations, is

11     confident that it can achieve certain

12     social outcomes, typically just two or

13     three that we build the project around.

14     Those outcomes are pre-agreed in a

15     contract with government.  Not only which

16     outcomes but also how they will be

17     measured and how they will be valued by

18     government.  Then when an outside

19     evaluator finds that those outcomes have

20     been met after a measurement period,

21     government then repays the impact

22     investors per the agreed-upon pricing for

23     those outcomes.

24               So two things to note here.

25     First, as you all know, under a typical
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2     services contract, a non-profit service

3     provider is paid regardless of the

4     outcomes.  A non-profit service provider

5     can provide great outcomes and they get

6     paid.  They can provide awful services

7     and provide no outcomes or even harm the

8     people that are participating in their

9     programs and get paid.

10               Under Pay for Success,

11     non-profits are paid by the impact

12     investors, but then the government only

13     pays if there are positive outcomes.

14               The second point to note here

15     is that the non-profits are protected and

16     they are paid either way.  It's the

17     impact investors that are taking the risk

18     of the outcomes being achieved or not.

19               So with that in mind, I'd like

20     to walk you through a real live example

21     that is currently providing services in

22     New York state.  So, again, as a

23     reminder, I'm going to walk through the

24     way in which the funding flows, not the

25     order in which the project is developed.
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2     These projects are built in a customized

3     way per the needs of government.

4               So the funding begins with in

5     this case high net worth individuals from

6     whom we raised $13.5 million.  We

7     accessed those individuals through Bank

8     of America.  So while Bank of America did

9     not invest in this project, they were our

10     access point to speak with these

11     investors.

12               That money then flows into a

13     limited liability corporation, which is

14     controlled by Social Finance, my group.

15     And then the money flows to our service

16     provider.  We selected the Center for

17     Employment Opportunities, which is a

18     wonderful service provider from New York

19     with a long history and track record and

20     evidence based and strong evidence that

21     they could achieve certain outcomes for

22     reducing recidivism through transitional

23     work programs.

24               By virtue of the evidence that

25     they have, the Center for Employment
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2     Opportunities, or CEO, knows that they

3     have a better effect on the highest risk

4     guys coming out of state prison and a

5     better effect on those that are recently

6     released.  So we built a project

7     specifically around that targeted

8     population.

9               So the money allows them to

10     serve 2,000 additional high-risk guys

11     coming out of prison.  We then track

12     those guys on three outcomes.  One, did

13     they participate in a transitional job

14     provided by CEO.  Two, were they employed

15     in the fourth quarter post release from

16     prison.  And, number three, how many days

17     did they spend in prison.  Each of those

18     has an outcome price attached to it that

19     we pre-agreed.  As those outcomes are

20     achieved and validated by an evaluator,

21     repayment is triggered from the State of

22     New York back into the LLC and then back

23     to the investors.

24               So one last point here.  As you

25     see on Slide 4, this has been done
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2     exactly 11 times as of a couple weeks ago

3     in the United States.  This began in

4     criminal justice as a way to try to

5     prevent mass incarceration and to help

6     reentry for those in prison.  It's also

7     been used in early childhood education,

8     specifically to try to reduce the amount

9     of special education needed for kids who

10     would otherwise require it.  It's also

11     been used quite a bit in homelessness and

12     family stability, as you'll see in the

13     third column.  And then, lastly, we just

14     launched a project around maternal and

15     child health to ensure healthy outcomes

16     for moms who are at greater risk.

17               With that, I will simply end by

18     saying these projects are difficult, they

19     are complex, but I also believe that they

20     bring added focus on positive outcomes

21     for those participating and make better

22     use of government resources by virtue of

23     the fact that government's resources are

24     only used when positive outcomes are

25     achieved, and to me that represents the
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2     shift that we would all like to see in

3     our society.

4               Thank you very much.

5               COUNCILWOMAN BASS:  Thank you

6     very much for your testimony.

7               If you want to state your name

8     for the record and begin.

9               MS. BALDINI:  Good morning.

10     Thank you for the opportunity to speak

11     here today.  My name is Noelle Baldini

12     and I'm a Community Engagement Associate

13     in the Community Development Studies and

14     Education Department at the Federal

15     Reserve Bank of Philadelphia.  My

16     department supports the Federal Reserve

17     System's economic growth objectives by

18     promoting community development in low-

19     and moderate-income communities and fair

20     and impartial access to credit in

21     underserved markets.  My remarks today

22     are my own and do not reflect the views

23     of the Federal Reserve System or the

24     Federal Reserve Bank of Philadelphia.

25               The role of my department at
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2     the Federal Reserve Bank of Philadelphia

3     is to both convene and educate local

4     stakeholders regarding community and

5     economic development trends and issues.

6     We do this by providing relevant, timely

7     research and by hosting meetings to

8     support learning and encourage

9     collaboration.  We became interested in

10     social impact bonds because they are an

11     emerging model that allows the public,

12     private, and non-profit sectors to work

13     together to move from good intentions to

14     good outcomes.

15               Many government entities face

16     significant fiscal stress, increasing the

17     importance of sound budgetary

18     decision-making.  In such challenging

19     fiscal environments, spending for

20     community development activities is often

21     reduced, leaving many organizations and

22     service providers with insufficient

23     capital to meet the needs of their

24     communities.  Oftentimes, however, a

25     significant amount of capital is spent
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2     remediating issues that might have been

3     avoided had resources for preventative

4     services been available.

5               After years of seemingly

6     stagnant results in addressing certain

7     social problems, many people are

8     optimistic that social impact bonds will

9     bring solutions in the form of new

10     capital to support program delivery,

11     improved accountability, and increased

12     rigor in performance measurement.  Social

13     impact bonds shift the risk of a

14     preventative social service from

15     taxpayers to investors who finance these

16     programs and who receive government

17     repayments if, and only if, the

18     agreed-upon performance metrics are

19     achieved.  Third-party evaluators measure

20     a program's success, which encourages

21     research-informed practice that can

22     deliver measurable results.

23               In the fall of 2015, I

24     published an article in the Federal

25     Reserve Bank of Philadelphia's community
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2     development journal, Cascade, exploring

3     the structure and potential benefits of

4     Pay for Success financing as well as

5     assessing challenges and opportunities

6     for social impact bonds.

7               On November 4th, 2015, the

8     Federal Reserve Bank of Philadelphia

9     hosted a local conference exploring this

10     topic.  The conference provided

11     participants with a solid understanding

12     of social impact bonds and created

13     opportunities to discuss different

14     perspectives about the purpose,

15     appropriate uses, challenges, and risks

16     of this financial tool.  Stakeholders

17     from the non-profit, public, and private

18     sectors came together to explore

19     opportunities for working together to use

20     social impact bonds to support social

21     innovation that could benefit the

22     communities they serve.

23               Speakers at this event included

24     former Philadelphia Mayor Michael Nutter;

25     David Wilkinson, Director of the White
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2     House Office of Social Innovation and

3     Civic Participation; and Patrick Harker,

4     President and Chief Executive Officer of

5     the Federal Reserve Bank of Philadelphia.

6     In preparing for the event, we learned of

7     several projects already in development

8     throughout our region that are seeking to

9     use social impact bonds as their primary

10     source of funding.  These projects

11     include the following:

12               In Philadelphia, Inglis, who

13     you'll hear from later today, is working

14     to secure investments in housing for

15     persons with disabilities to allow them

16     to live in integrated community settings

17     while delivering cost savings by shifting

18     from institutional-based care to home and

19     community-based services.

20               In the Lehigh Valley, a task

21     force has been assembled to promote

22     investments in early childhood education

23     aimed at improving educational

24     performance outcomes over time.

25               And in Camden, the Camden
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2     Coalition of Healthcare Providers is

3     leading a collaborative effort to provide

4     investments in supportive housing to

5     decrease homelessness and generate

6     societal cost savings from reductions in

7     emergency room visits from those

8     considered high utilizers of the

9     healthcare system.

10               Through our involvement in

11     convening and educating local

12     stakeholders about this subject, the

13     staff at the Federal Reserve Bank of

14     Philadelphia has learned several things

15     regarding the potential uses of social

16     impact bonds in Philadelphia.  We have

17     learned that there is sincere interest

18     from various actors in the region,

19     including local non-profits, banks, and

20     philanthropic institutions.  Maari

21     Porter, the Executive Director of the

22     Philanthropy Network Greater

23     Philadelphia, spoke at the conference

24     about the interest from local foundations

25     in supporting efforts for social impact
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2     bonds to serve as a performance-based

3     source of funding for social service

4     delivery that yields outcomes versus

5     outputs.  Non-profit agencies also

6     expressed interest in the potential for a

7     new form of multi-year funding that would

8     allow them to shift from focusing on

9     fundraising to program delivery.  But

10     they expressed concern that the

11     evaluation component of this financial

12     tool requires participating service

13     providers to be sophisticated in their

14     data collection and data-sharing efforts.

15               The need for collaboration and

16     cooperation among various actors was

17     stressed by national experts who spoke at

18     the event and have been involved in

19     structuring social impact bonds

20     throughout the country.  Transaction

21     costs can be high, and significant

22     capacity commitments are needed

23     throughout the planning and life of a

24     social impact bond.  Planning activities

25     include a thorough cost-benefit analysis
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2     and feasibility study of the intended

3     intervention as well as the coordination

4     of all players on agreed-upon contractual

5     terms, including appropriate program and

6     investment timeframes, benchmarks for

7     success, and any necessary check points

8     to assess progress.  Ongoing evaluation

9     of the program and a sound process for

10     sharing data are also key components to

11     the success of the project.

12     Additionally, important questions need to

13     be explored, including could there be

14     unintended consequences of this approach

15     and how can we best structure projects to

16     allow for learning from potential

17     failures as well as the sharing of best

18     practices from successes.

19               In closing, the Philadelphia

20     region has incredible potential and has

21     experienced decreases in unemployment,

22     increases in new business formation, and

23     a surge in international visitors.

24     However, we continue to face very real

25     challenges, specifically challenges
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2     regarding human capital, such as poverty,

3     high levels of incarceration, and a

4     population lacking sufficient education

5     and job opportunities.

6               There is a strong economic case

7     for delivering successful preventative

8     social interventions, and targeted

9     investments in areas such as housing,

10     education, workforce development, and

11     social services could help our region

12     capture unrealized economic gains by

13     unleashing the full potential of human

14     capital improvements.  However,

15     traditional sources of capital to address

16     these problems are limited.  Pay for

17     Success financing is a potential strategy

18     to preserve important investments in

19     social programs by leveraging private

20     capital during times of fiscal stress.

21     Taxpayer dollars are only deployed once

22     cost savings through social outcomes have

23     been realized.  Social impact bonds offer

24     a new potential strategy for investing in

25     human capital, a strategy that can
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2     ultimately lead to both improved quality

3     of life and economic growth.

4               Thank you.

5               COUNCILWOMAN BASS:  Thank you

6     very much for your testimony.

7               Sir, if you'd like to state

8     your name for the record and begin.

9               MR. RACHLIN:  My name is Andy

10     Rachlin.  I'm a Managing Director at

11     Reinvestment Fund, a large community

12     development financial institution, or

13     CDFI, based in Philadelphia and working

14     nationally.

15               Reinvestment Fund, along with

16     NFF also here today, has been one of the

17     early movers among CDFIs in the Pay for

18     Success or social impact bond space.  We

19     served as the senior investor in two of

20     the 11 projects that have launched

21     nationally to date, one targeted at

22     reducing foster care utilization in

23     Cuyahoga County, Ohio, which is

24     effectively Cleveland, and one targeted

25     to sustainably house the chronically
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2     homeless in Santa Clara County,

3     California.

4               Pay for Success is still a very

5     young concept in the U.S. and so we, like

6     everyone, are only in the earliest stages

7     of our experimentation with it.  Our

8     experience to date has been positive, and

9     I will spend most of my testimony talking

10     about potential advantages of the model.

11     However, Pay for Success has received so

12     much hype with what seems like a ratio of

13     about three dozen conferences for every

14     one actual project that I feel compelled

15     to start first by talking about

16     limitations and potential pitfalls.

17               Pay for Success is just a tool,

18     one tool in the broader toolkit of

19     policy-makers, social service agencies,

20     philanthropists, and others who seek

21     better outcomes for society's most

22     vulnerable.  As I learned when I was

23     about eight years old and tried to use my

24     pocketknife as a screwdriver, even very

25     useful tools can cause serious problems



Committee on Public Health and Human Services
March 2, 2016

(215) 504-4622
STREHLOW & ASSOCIATES, INC.

Page 62

1   3/2/16 - PUBLIC HEALTH - BILL 160018, etc.

2     when misapplied.  So it is important to

3     understand all the things that Pay for

4     Success or social impact bonds are not.

5               First, Pay for Success is not,

6     emphatically not, a new source of funding

7     for social programs.  At the end of the

8     day, if the project is successful, the

9     public sector or other payor still winds

10     up paying for the service and at a

11     premium, since they wind up paying the

12     cost of financing as well.

13               Pay for Success is also not, at

14     least in most instances, a tool to

15     experiment with a brand new, totally

16     untested idea.  It is not venture capital

17     for the social sector.  While there's

18     nothing that would prevent Pay for

19     Success for being used in that context in

20     theory, in reality the riskiness of

21     something totally new would likely leave

22     investors to seek returns higher than the

23     social sector would be willing to pay.

24     And perhaps more to the point, this kind

25     of risk-taking is better done by
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2     philanthropy, which is structured to be

3     able to take risk without worrying at all

4     about return or by pilot programs or

5     other intentionally experimental public

6     dollars.

7               Finally, Pay for Success is not

8     an easy thing to do well.  As my

9     colleagues have noted, the transactions

10     are highly complex with many moving

11     parts.  For example, if the success

12     metrics are not written properly, a

13     project might either, quote/unquote,

14     succeed so easily, it was not worth the

15     effort to set up a rigorous Pay for

16     Success mechanism around it or it might

17     not be able to succeed under any

18     circumstance, which would also obviate

19     the point.  So it's not something to be

20     taken up lightly.

21               With all those concerns about

22     Pay for Success, why am I still

23     interested in it and why is Reinvestment

24     Fund investing in it?  Let me first offer

25     a personal take.  I come from a public
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2     sector background.  I spent a decade in

3     state and local government before going

4     to Reinvestment Fund, about half of that

5     here in Philadelphia and City government

6     and at the School District, and in spite

7     of the serious and significant potential

8     pitfalls, I see Pay for Success as a tool

9     I wish I had in my toolkit when I was in

10     government for reasons I'll talk about in

11     a moment.

12               For Reinvestment Fund, then, as

13     an organization dedicated to the wise

14     combination of data and targeted impact

15     capital, we have often deployed our

16     resources in ways that try to assist

17     innovation in the public sector, and Pay

18     for Success widens this field of

19     innovation.

20               So to the benefits.  To begin

21     with, Pay for Success, like all financing

22     mechanisms, represents an opportunity to

23     offload risk.  The public sector can be

24     understandably risk averse.  When you're

25     working with taxpayer money, you don't
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2     want to waste it.  But this also means

3     that it is often hard to change course,

4     to do something different.  Pay for

5     Success represents a way for government

6     to try new things while partially or

7     entirely transferring the risk that those

8     things will fail to third parties,

9     investors.  Of course if things go well,

10     there's a cost to this.  That's the

11     investors' return.  But so long as those

12     returns are reasonable, I give this as a

13     fair tradeoff for the flexibility Pay for

14     Success can offer.

15               In this context, I want to

16     revisit what I said about Pay for Success

17     not being venture capital for the social

18     sector.  I do not think that Pay for

19     Success is the best tool for paying for

20     experimentation with completely new

21     ideas, but it is a good tool to pay for

22     trying new things in other ways.  In

23     particular, Pay for Success is useful for

24     spreading ideas working in one place to

25     new jurisdictions and for scaling ideas
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2     working at pilot scale to test them on a

3     larger stage.  For instance, in the

4     project we are working in in Cleveland,

5     the service providers that we are

6     partnering with had done many of the

7     planned interventions before, but never

8     all at the same time and scale.  The

9     county government wanted to know that the

10     combined application of those

11     interventions would have the desired

12     effect, getting kids out of foster care

13     substantially faster than the existing

14     system, before they agreed to implement

15     those practices across their entire

16     foster care system.  That is what the Pay

17     for Success transaction is doing for

18     them.

19               The other significant potential

20     advantage for Pay for Success is the

21     degree to which, when done well, it

22     aligns funding, program execution, and

23     the best research and data about what

24     works.  Government already uses a lot of

25     data in its work, sometimes very well,
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2     but sometimes not so well for lots of

3     reasons.  Sometimes just getting good

4     data is so expensive that it's hard to

5     justify paying for it versus paying for

6     direct services.  Sometimes the time

7     horizons for good data are simply too

8     long.

9               I know that when I worked, for

10     example, with the workforce development

11     team in City government, we knew it was

12     important to track how people who

13     received job training were doing three or

14     five years down the line.  Not only

15     whether they had gotten a job, but

16     whether they had kept it, whether their

17     incomes had actually grown over time and

18     so on.  We did our best to align our

19     funding with good outcomes over this kind

20     of long term, but with annual funding

21     cycles and restrictions on how money had

22     to be spent and when it had to be spent

23     and so on, it was tough.

24               Pay for Success enables an

25     outcomes focus over the long term in
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2     situations like these by aligning

3     interests around that focus.  Investors

4     insist on seeing good data and an

5     adherence to best practices because their

6     return depends on it.  Service providers

7     develop models around the best research

8     because they need to do so to attract

9     investors.  And government and other

10     payors can structure their payments

11     around long-term outcomes data because

12     the structure of Pay for Success frees

13     them from the strictures of annual

14     funding cycles.

15               A particularly meaningful

16     exchange I had with a social service

17     provider in Cuyahoga County in Ohio

18     illustrates the point.  She said,

19     "Normally when I'm responding to an RFP

20     from a public agency, I'm trying to

21     figure out how cheaply I can provide the

22     service they're contracting for.  With

23     the Pay for Success RFP, I was trying to

24     figure out how effectively I could

25     achieve the desired outcomes.  I was able
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2     to show that my proposal might cost more

3     up front, but that it would provide

4     savings in the long term and better

5     outcomes for the people I was serving.

6     Of course that's easy to say.  But since

7     the Pay for Success structure allowed the

8     government to wait until that long term

9     proved out and the savings were realized,

10     the argument was more concrete and more

11     meaningful."

12               This to me represents real

13     potential.

14               Thank you again for the

15     opportunity to testify here today.

16               COUNCILWOMAN BASS:  Thank you

17     very much for your testimony, and I do --

18     before I acknowledge Councilman Green,

19     just one thing that you just mentioned in

20     terms of the statement from someone in

21     Cuyahoga County who mentioned that

22     normally they're trying to just win the

23     bid, and because of the way this is

24     structured, what they're really trying to

25     do is to ensure effectiveness.  And I
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2     think that that is significant, because

3     for so long, government really has just

4     not done a great job by itself of

5     tracking those outcomes and ensuring that

6     the outcomes are beneficial in terms of

7     the dollars that are provided.  And so

8     I'm really excited about the possibility

9     of social impact bonds and what they

10     would be able to do.

11               With that, I'll acknowledge

12     Councilman Green.

13               COUNCILMAN GREEN:  Thank you,

14     Madam Chair.

15               I just wanted to spend some

16     time to kind of walk through the New York

17     workforce reentry transaction and get

18     some numbers in reference to that

19     transaction.

20               So what was the term of that

21     model or that project?

22               MR. SHUMWAY:  So in that

23     particular model, the full project is 5.5

24     years.  There are two overlapping cohorts

25     of four years each.  Each one has 1,000
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2     participants.

3               COUNCILMAN GREEN:  And what

4     were the total amount of dollars?

5               MR. SHUMWAY:  So 13.5 million

6     was raised from the high net worth

7     individuals and went to the Center for

8     Employment Opportunities to fund its

9     operations, its expanded operations.

10               COUNCILMAN GREEN:  And then

11     what was the -- I guess for the

12     investors, what was the rate of return

13     for them?

14               MR. SHUMWAY:  So there has been

15     no rate of return yet.  We're still in

16     the --

17               COUNCILMAN GREEN:  Well, if the

18     metrics are made, what would be the rate

19     of return?

20               MR. SHUMWAY:  Right.  So the

21     baseline estimate is between 3 and 5

22     percent.  There's a cap on the return

23     that can be achieved, and that's quite

24     common across these type of projects.

25     The cap in our case is 12.5 percent.  So



Committee on Public Health and Human Services
March 2, 2016

(215) 504-4622
STREHLOW & ASSOCIATES, INC.

Page 72

1   3/2/16 - PUBLIC HEALTH - BILL 160018, etc.

2     if you had outcomes that were much better

3     than we had seen in the prior evidence,

4     the investors can't reap beyond that.

5     And then they can actually lose up to 90

6     percent of all the money they put in if

7     the outcomes don't meet certain

8     thresholds.

9               COUNCILMAN GREEN:  So in the --

10     and this is a question now for the entire

11     panel.  For the Pay for Success bonds or

12     social impact bonds, how does the

13     borrowing costs of this type of

14     investment differ from a traditional

15     general obligation or GO bond?

16               MR. SHUMWAY:  I think Andy

17     should answer that one.

18               MR. RACHLIN:  Sure.  So the

19     returns to investors or the borrowing

20     costs have ranged anywhere from sort of 3

21     to 6 or 7 percent in most circumstances,

22     with the possibility for larger returns

23     if things go significantly better than

24     expected, but the sort of baseline

25     borrowing cost has been in that kind of
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2     range, which makes it a couple of

3     percentage points more expensive than

4     borrowing for general obligation bonds.

5               I think that there's an

6     important sort of context for that, which

7     is the question of what the risk-adjusted

8     return is on these investments.  General

9     obligation bonds that are backed by the

10     full faith and credit of the body issuing

11     them basically say you're going to get

12     paid no matter what.  We're going to

13     borrow this money to build a highway, and

14     whether or not we build it, we're going

15     to pay you.

16               These are a much higher risk

17     investment.  They're saying we're only

18     going to pay you if a whole bunch of very

19     complicated things happen, which makes

20     them significantly riskier.  If you were

21     to try to calculate, that would be very

22     difficult, if you were trying to

23     calculate a risk-adjusted return.

24     Investors are basically accepting a below

25     market rate return for these investments
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2     in exchange for the social good that they

3     expect them to do.

4               COUNCILMAN GREEN:  And does

5     that cost also include the evaluation

6     process?

7               MR. RACHLIN:  Yes.  Yeah.

8     That's an all-in net return.

9               MR. SHUMWAY:  If I can make the

10     same point from a slightly different

11     perspective.  I spent many years advising

12     non-profits.  The number of pilot

13     programs and non-profit programs which

14     have not shown outcomes when scaled up or

15     expanded is tremendous.  Almost all

16     non-profit programs when scaled up do not

17     find the outcomes that you would expect.

18     So we're actually asking the investors to

19     take on a significant risk, a risk that

20     we have not as a society figured out how

21     to handle yet, and they're doing it at 3

22     to 7 percent.  So this is a massive

23     undertaking for us as a society, and to

24     be able to shift that risk is actually a

25     major part of what we're doing.
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2               I think often we have trouble

3     as the intermediary at Social Finance

4     explaining to government how massive that

5     risk transfer is.  But that risk transfer

6     is a big part of what we're doing, and as

7     Andy said, we're not getting

8     risk-adjusted returns given what risk has

9     been taken on.

10               COUNCILMAN GREEN:  And this

11     next question is more in reference to

12     more prospective.  Looking at this model

13     and just looking at some of the attempts

14     that have been made regarding either

15     recidivism or education or homelessness,

16     if I put my former banker or securities

17     lawyer hat on, from an investor

18     perspective, I may be -- if I may be

19     interested in these types of bonds going

20     forward, I may be more likely to do maybe

21     recidivism as opposed to homelessness or

22     education or reading attainment, because

23     in the homelessness world or educational

24     attainment, there are other variables

25     that may impact the success.  Whereas,
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2     recidivism, it's a different perspective.

3               So are there any concerns about

4     investors going forward may be less

5     willing to invest in those type of

6     programs as opposed to like recidivism?

7               MR. SHUMWAY:  I think the

8     reason the recidivism is where this all

9     started, so if you go back to the UK

10     where the social impact bond was

11     pioneered by our Social Finance

12     colleagues there, it's because there's a

13     clear cost of remediation, as Noelle

14     mentioned, and it's a heavy cost and it's

15     concentrated in a single agency.  Much of

16     the cost of putting together one of these

17     is in negotiating with the government.

18     And so to be able to negotiate with a

19     single payor and a single agency is much,

20     much easier.

21               I don't see anything standing

22     in the way of doing this with many other

23     issue areas, except that and if you think

24     of homelessness -- and Andy can speak

25     more to this in some of the other
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2     deals -- you're talking about Medicaid

3     savings, which is obviously split between

4     state and federal funding streams.

5     You're potentially talking about

6     emergency department, jail, police, court

7     costs.  So you have a wrong pockets

8     problem, which gets fairly complex.

9               So that's one of the things

10     that we think through.  We think through

11     that, is there interest from the payor.

12     We also think through is there an

13     intervention we believe in based on the

14     evidence, are there scalable service

15     providers, is there a target population

16     that wants this service, because,

17     frankly, there are needs that are also

18     not translating into demand for services,

19     which is problematic for us.  There are a

20     number of criteria here.

21               But on its face, I don't see

22     any major issue area where this could not

23     be applied.

24               MR. RACHLIN:  I agree.  If you

25     look at -- there's, give or take,
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2     $300-plus million worth of Pay for

3     Success transactions being contemplated

4     across the country as we speak, and if

5     you look at the policy areas in which

6     they are seeking to intervene, they are

7     actually trending toward early childhood

8     education as the largest share of that

9     pie.  And I think that's indicative of

10     where people's interests are.  We

11     certainly were eager to invest in

12     homelessness-related and the foster

13     care-related projects that we did, and

14     other investors were as well.  So I think

15     for well-constructed projects that are --

16     that represent real opportunity, there's

17     going to be interest across a lot of

18     policy areas.

19               COUNCILMAN GREEN:  Ms. Baldini,

20     you talked about an article you put in

21     Cascade, which, from my recollection,

22     that's the Federal Reserve's publication,

23     and you talked about risk and rewards.

24     For the bonds that have -- I believe one

25     or two may have already closed, and have
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2     there been any concerns that if metrics

3     were not met, the impact on social impact

4     bonds going forward?

5               MS. BALDINI:  Examples of ones

6     that have not met their performance

7     metrics?

8               COUNCILMAN GREEN:  Right.  For

9     the ones that have closed -- and I can't

10     recall if they met their metrics or not.

11               MS. BALDINI:  There was, and

12     that was a significant part of the

13     meeting that we held here locally to

14     increase knowledge of this topic.  On

15     Rikers Island in New York, there was an

16     example where the intervention did not

17     meet the set performance benchmarks, so

18     the city did not pay for those services.

19     And that's why right now it's really

20     important that philanthropy is also

21     interested in becoming involved.  It's

22     very collaborative currently, because

23     there is quite a bit of risk and most

24     investors aren't willing to fully take on

25     that risk.  So at this point, we see
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2     philanthropic institutions coming in to

3     provide some risk capital.  And so that

4     was certainly the case in New York with

5     Bloomberg Philanthropies.  But they came

6     to speak with us and other Philadelphia

7     stakeholders at that meeting just about

8     really what did that failure mean, and in

9     a way, it proved that this tool does

10     shift the risk to the investors or in the

11     philanthropic institutions versus being

12     on the taxpayer when you're seeking those

13     outcomes.

14               MR. RACHLIN:  I was just going

15     to offer that that makes us in the early

16     stages of Pay for Success or social

17     impact bonds very much like other tools

18     that have been created to achieve similar

19     outcomes over time.  I think about the

20     early days of the Low Income Housing Tax

21     Credit when there were people -- it was

22     less well understood how to execute it

23     the right way.  There were more failures.

24     And so investors were paying 80 or 82

25     cents on the dollar for those tax
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2     credits.  At this point, the Low Income

3     Housing Tax Credit world has figured

4     out -- has become very sophisticated.

5     There are very, very, very few failures,

6     and so investors are paying 98 or 99

7     cents on the dollar because they see much

8     less risk.  So it's not -- it's certainly

9     not an unprecedented stage we're at.

10               MS. BALDINI:  And we're also

11     interested in the opportunity to learn

12     from those failures, so how can the

13     service providers in New York share the

14     lessons that they learned.  And we've had

15     that evaluation component, which in most

16     funding scenarios we wouldn't have.  We

17     wouldn't be able to clearly track it as

18     well as we can through a social impact

19     bond.

20               COUNCILMAN GREEN:  Madam Chair,

21     I have one last follow-up question.

22               In reference to -- Mr. Shumway,

23     you talked about negotiations with the

24     public sector and cities and getting to

25     explain the shift of risk, and I'm
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2     assuming -- and I hate to assume, but

3     part of that conversation may be from the

4     public sector perspective why are we

5     paying this type of rate of return, and

6     giving examples, you said 3.5 on one

7     project up to 12.5.

8               What has been the pushback or

9     conversations from the public sector in

10     reference to that and how were you able

11     to overcome them?

12               MR. SHUMWAY:  Right.

13     Absolutely.  So the immediate question

14     that comes up when you explain this

15     concept is, smart folks will say why

16     don't we just pay for this service if

17     it's so good.  And that's absolutely

18     possible.  If government wants to

19     contract in an outcomes-based way through

20     a performance-based contract and simply

21     put some of the payment to the non-profit

22     at risk, it can do that.  What you're

23     getting here is the ability to put it all

24     at risk and to shift that risk onto

25     investors.
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2               So the idea of paying for risk

3     is not something that government, for

4     performance risk, is not something that

5     government is particularly familiar with.

6     There are some instances where

7     performance-based contracting is used at

8     different levels of government, but it's

9     for things like -- the performance

10     outcome is cleanliness of the building or

11     uptime of the IT system.  It's not

12     something that has been done in human

13     services before.  So that's a bit of a

14     leap.

15               Having that conversation about

16     paying for the risk transfer is tough.

17     There are a bunch of legal things that

18     come along with that as well.  In other

19     words, how you write the termination

20     clauses in the contract.  So, for

21     instance, if government makes some shift

22     in policy that obviates the need for this

23     service moving forward, who is

24     responsible?  How are investors repaid

25     and, if so, at what rate?  How is the
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2     non-profit made whole?  How do we wind

3     down services in a way that's responsible

4     for the participants?  That all has to be

5     thought through in a way which is not

6     typical of the normal contract.  So that

7     just requires education and more thought

8     than the typical contract.

9               COUNCILWOMAN BASS:  And thank

10     you, Councilman.

11               Councilman Taubenberger.

12               COUNCILMAN TAUBENBERGER:  Yes.

13     Thank you, Madam Chairwoman.

14               Mr. Shumway, the question I

15     have, what actually motivates a single

16     investor to enter into a social impact

17     bond?  What is the motivation?

18               MR. SHUMWAY:  That's an

19     interesting question.  I'll give it a

20     shot, but I think Noelle and Andy may

21     actually be better to answer this.

22               COUNCILMAN TAUBENBERGER:  Okay.

23               MR. SHUMWAY:  In our

24     experience, there are -- in this example,

25     there are high net worth individuals who
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2     love the idea of using some small portion

3     of their portfolio to actively drive

4     social good in their community.  If you

5     think of the way most impact investing

6     happens now, you can screen out bad

7     things that you don't want in your

8     portfolio.  You can invest in community

9     development, bricks and mortar, but

10     that's not tied to actually getting

11     better social outcomes.  That's just

12     building a unit that can house someone.

13     So this is an opportunity to proactively

14     spend your money to get a kid ready for

15     school or to keep someone from

16     homelessness or to keep an elderly person

17     in their home rather than going into

18     long-term care.  Proactively doing good

19     is something that those impact investors

20     care about.

21               Foundations also do this.  They

22     can be impact investors, and they

23     obviously have a certain mission.  And in

24     some cases commercial institutions do

25     this because their clients are asking for
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2     this opportunity.  But in our experience,

3     it's a hybrid, a cross between full

4     market rate investment and philanthropy.

5               MS. BALDINI:  One thing I'll

6     add, the Community Reinvestment Act

7     requires banks to be making investments

8     wherever they take deposits.  So there

9     are some financial institutions that are

10     interested in whether social impact bonds

11     could help to meet their obligations

12     under the Community Reinvestment Act.  So

13     that has also been part of the

14     conversation with financial institutions

15     in the room.  It would vary depending on

16     each project, and that would be up to a

17     bank examiner, but that's certainly some

18     of the motivation from the financial

19     institutions as well.

20               COUNCILMAN TAUBENBERGER:

21     Mr. Rachlin, you had mentioned early on

22     that this is new to the United States,

23     and then in testimony I'm reading about

24     where this is involved in the United

25     Kingdom.  Where else?  Are there any
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2     other countries that have adopted this

3     usage?

4               MR. RACHLIN:  I believe there

5     are.  I'm only familiar with the work in

6     the United Kingdom, and even that mostly

7     passingly.

8               Jeff, do you know more?

9               MR. SHUMWAY:  Yeah.  So there's

10     at least one social impact bond in five

11     or six other European countries.  There's

12     active work through our global network of

13     Social Finance intermediaries in Canada.

14     We're doing some work in Latin America in

15     three different countries where we

16     haven't completed a deal yet, but we're

17     actively developing deals.  There is some

18     work in South Africa and in Australia and

19     in Japan.

20               So this is something which is

21     on the radar globally, not just in the UK

22     and the U.S.

23               COUNCILMAN TAUBENBERGER:  Okay.

24     In those countries that you mentioned, is

25     there a significant track record
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2     anywhere?

3               MR. SHUMWAY:  The only place

4     with a significant track record is the UK

5     at this point, and they have a much

6     larger number of much smaller projects

7     that we can point to and say, yes, they

8     are starting to hit their outcomes and

9     repay investors, and we can show you

10     where it seems to work well and where it

11     doesn't from a lot of those UK projects.

12               COUNCILMAN TAUBENBERGER:  Thank

13     you.

14               COUNCILWOMAN BASS:  Thank you,

15     Councilman.

16               And one other quick question

17     and something that we're having a lot of

18     conversation with here in Philadelphia

19     right now is pre-K, universal pre-K, and

20     I noticed, Mr. Shumway, in your statement

21     you mentioned some of the things that

22     social impact bonds have been used, and

23     early childhood education is one of them.

24     Can you expound on that a little bit?

25               MR. SHUMWAY:  Yeah.  So the
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2     second social impact bond in the United

3     States was done by Salt Lake County and a

4     very, I think, insightful Mayor out

5     there.  They had a long track record of a

6     high-quality pre-K program and they had

7     good historical data on how those kids

8     performed later in third, fourth, and

9     fifth grade dating back to 2008.  So they

10     took that assessment data, compared it

11     with the achievement data and said, Look,

12     if we can take a kid who is very likely

13     to need special education later on and

14     prevent that, will you at the state repay

15     that averted cost, and they managed to

16     convince the state and also investors to

17     become a part of that deal.  So they

18     expanded the number of children at risk

19     who were served, and that will go on for,

20     I think, the next eight years.  They've

21     had one measurement period, which so far

22     looks to be very successful, although,

23     frankly, in the first year, you're really

24     looking at children in kindergarten who

25     typically wouldn't be referred to special
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2     education yet.  So I think it's too early

3     to decide if that is a success or not.

4     But as a strategy for expanding pre-K, we

5     now have two examples of how this funding

6     mechanism can do that.

7               COUNCILWOMAN BASS:  Okay.

8               Any other comments on that or

9     thoughts on that?

10               (No response.)

11               COUNCILWOMAN BASS:  Do you

12     think that this is something that could

13     work here in Philadelphia?  We're talking

14     about all sorts of things that we could

15     do to garner revenue to be able to pay

16     for early childhood education here in

17     Philadelphia, including soda taxes and

18     things like that.  And so I'm just

19     curious as to the feasibility of this

20     working here in Philadelphia so that we

21     have another tool for our toolbox, as we

22     say.

23               MR. SHUMWAY:  Absolutely.  I

24     mean, I think the question -- as we look

25     at feasibility in a jurisdiction, the
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2     main question is, where is the policy

3     objective, what is the outcome that you

4     want to buy.  And if you have an outcome

5     that you'd like to purchase, we can build

6     something around that.  The question for

7     the city or a county often is how much of

8     that needs to be an economic benefit

9     versus general societal benefit.  If

10     you're willing to pay for a substantial

11     portion of societal benefit, so, for

12     instance, lower victimization costs,

13     better public safety, better long-term

14     student achievement, we can do a lot of

15     projects.  If you're looking for a large

16     proportion of purely economic benefits in

17     terms of averted remediation costs, as

18     Noelle mentioned, then that limits us a

19     bit to only the services that the City is

20     on the hook for.  And in looking at that,

21     for instance, in criminal justice or

22     child welfare, because there's a split in

23     terms of who pays for those things, it's

24     often really beneficial to be acting with

25     the state, because the state will reap
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2     many of those economic benefits, and

3     that's what we found quite consistently

4     in recidivism and child welfare.

5               But, again, there are other

6     issue areas where that's not the case and

7     the City could act alone and meaningfully

8     employ this tool, and I know Andy has

9     been involved in some of those.

10               COUNCILWOMAN BASS:  Okay.  Very

11     good.  Well, thank you so much for your

12     testimony.

13               If there's no other questions

14     from members of Council, we'll ask the

15     Clerk to call up the next panel to

16     testify.

17               Thank you very much.

18               (Thank you.)

19               THE CLERK:  David Streim and

20     Dennis Roberts.

21               (Witnesses approached witness

22     table.)

23               COUNCILWOMAN BASS:  Good

24     morning.  Thank you for being here.  If

25     you want to state your name for the
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2     record and begin your testimony.

3               MR. STREIM:  Thank you.  Good

4     morning.  My name is David Streim.  I'm

5     an Associate Director of Financial

6     Services based in the Philadelphia office

7     of Nonprofit Finance Fund, or NFF.  We're

8     a national community development

9     financial institution.  I'm pleased to be

10     joining all the panelists today for this

11     discussion about Pay for Success.

12               I am excited about the momentum

13     in Philadelphia around Pay for Success.

14     For the past several years, my colleagues

15     and I have been engaging with members of

16     City government here, local funders,

17     national stakeholders who have taken an

18     interest in exploring Pay for Success

19     here in Philadelphia.

20               You've already assembled a very

21     impressive group of people and heard a

22     lot about the context, so I will keep my

23     comments brief here and focus on an

24     example or two that I think might be

25     instructive.
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2               So just for a quick background,

3     Nonprofit Finance Fund has been very

4     active in this field for the past five

5     years or so, beginning with our work to

6     help import this model, which was

7     developed in the UK, as you heard, to

8     bring that to the U.S.  So we've been

9     doing a lot of knowledge sharing and

10     education work and convening and then

11     started managing some initiatives around

12     project development.

13               My involvement has largely been

14     focused on actually making investments in

15     Pay for Success projects, much the same

16     way that Andy described the Reinvestment

17     Fund's investing work, and that's

18     included an investment in that Cuyahoga

19     County project that Andy described, as

20     well as a homelessness intervention in

21     Denver that actually launched just a

22     couple weeks ago, which is providing

23     permanent supportive housing to 250

24     chronically homeless individuals, who are

25     sometimes called super utilizers or high
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2     utilizers of public emergency services in

3     criminal justice or penal services, and

4     they tend to cycle through these systems

5     over and over again, with little to show

6     in terms of positive outcomes and at

7     often very significant costs for the city

8     and county.  And since I know this may be

9     one potential area of interest for the

10     City of Philadelphia, I thought I could

11     just maybe take this time to note a

12     couple of interesting features from that

13     Denver project.

14               One thing I would say is, a key

15     piece of that is leverage.  So the Pay

16     for Success financing that's being used

17     to fund the contract itself between the

18     city and the provider is about $8 and a

19     half million, and that's only a third of

20     the total project cost.  So they've

21     managed to use Pay for Success to

22     leverage other resources.  And so, for

23     example, actually not even included in

24     those project costs, there's new

25     construction of affordable housing.
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2     Those are Low Income Housing Tax Credit

3     financed units, as well as long-term HUD

4     federal housing vouchers to provide the

5     permanent housing.  And then there's also

6     state Medicaid funding that's covering a

7     large portion of those services,

8     particularly the behavioral health

9     services that participants will receive

10     as part of that supportive housing

11     project.

12               So in a lot of ways, it's a

13     great example of a project that takes

14     advantage of funding sources that are

15     already there at different levels of

16     government, different sources to get more

17     than just what you could otherwise

18     produce from a Pay for Success contract

19     and financing by itself.  And so I think

20     that's important to note.

21               If that project is successful,

22     we expect that a lot of the benefits will

23     actually accrue.  As Jeff was describing

24     on the last panel, it's very typical that

25     a lot of the benefits may accrue beyond
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2     just the city in terms of what it is

3     responsible for and what it is on the

4     hook for in terms of paying for these

5     kind of services.  So, for example, if

6     it's successful, you'll see reduced

7     Medicaid spending over time, which is not

8     specifically a concern of the city.  It's

9     more of a state and federal concern.  And

10     what's particularly interesting is even

11     without the state's fiscal sponsorship,

12     they're not involved in this project

13     directly.  This is a contract between the

14     city and the provider, but it was a

15     strong enough project and there was

16     enough potential benefit that the city

17     was able to do it anyway.

18               In other words, the project

19     pencils out at the city level even though

20     there's this question of where do the

21     benefits accrue exactly and can you

22     contain all of the benefits and outcomes

23     to just the city's borders and

24     jurisdiction.  And of course you can

25     almost never do that or it's very
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2     difficult to find projects that can

3     really draw a hard boundary around that,

4     but it's certainly possible to do it

5     anyway if it's a good enough project and

6     the economic and social benefits are

7     there.

8               So I'd be happy to lend my

9     experience as an investor in these

10     projects and in some other projects that

11     are under development, as well as NFF's

12     broader perspective from being involved

13     in this work in the field generally.  So

14     I'll leave it at that, and happy to

15     answer questions afterwards.

16               Thank you.

17               COUNCILWOMAN BASS:  Thank you

18     for your testimony.

19               And before we take questions,

20     sir, if you'd like to state your name for

21     the record and begin your testimony.

22               MR. ROBERTS:  With your

23     permission, I'd like to first start by

24     thanking you for affording me the

25     opportunity to comment about Councilman
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2     Green's resolution on social impact

3     bonds.

4               COUNCILWOMAN BASS:  You're very

5     welcome.  Thank you for being here.  And

6     your name, sir?

7               MR. ROBERTS:  My name is Dennis

8     Roberts.  I am the Senior Vice President

9     of Business Development at Resources for

10     Human Development.  Resources for Human

11     Development, or RHD, is a non-profit

12     organization that has been providing

13     social services in the greater

14     Philadelphia since 1970.  Our work is

15     varied.  We work with children,

16     individuals who are homeless, men and

17     women with intellectual disabilities, and

18     Philadelphia citizens with behavioral

19     health concerns.  Many Philadelphia

20     community members receive their

21     healthcare services in our neighborhood

22     federally qualified health centers.

23     Among our many projects, some of which

24     you may be familiar, others perhaps not,

25     RHD helped launch the Please Touch
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2     Museum, Trevor's Campaign, and One Step

3     Away.  One Step Away is a newspaper sold

4     by individuals who are or formerly were

5     homeless.  Buy a copy, please.

6               A fact well known to all of us

7     gathered in the room today is that we are

8     living in troubling times.  While some

9     individuals have overcome tremendous

10     disadvantages, for too many troubles have

11     been compounded and the hope for better

12     days is a distant dream, if not a

13     fiction.  Some sectors of our population

14     enjoy new-found riches while too many

15     others find it increasingly difficult to

16     satisfy even the basic necessities of

17     life, like food, safe affordable housing,

18     and clothing.

19               RHD and other social service

20     providers are continually challenged to

21     discover new ways to respond to these

22     complex social problems.  Increasingly,

23     strained social service budgets that have

24     not seen increases for years are further

25     exhausted when asked to direct precious
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2     financial resources into areas other than

3     direct service, such as software,

4     hardware, and new compliance

5     requirements.  Quite simply, new

6     challenges demand new responses.

7     Included within that larger challenge is

8     the question of how to most effectively

9     finance social services.

10               Pennsylvania and Philadelphia

11     in particular have distinguished

12     themselves in leading many new

13     initiatives that have not only greatly

14     improved the lives of its citizenry but

15     also set an example for other cities and

16     states regarding service excellence.  We

17     need look no further than down the street

18     at Community Behavioral Health under the

19     very capable direction of Ms. Joan Erney.

20     CBH and its partner, the Department of

21     Behavioral Health led by Dr. Arthur

22     Evans, worked with the provider community

23     to launch a nationally recognized,

24     state-of-the-art, community-based

25     behavioral healthcare system that is the
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2     gold standard in the country.  RHD was a

3     proud partner with the City in this

4     effort and worked diligently to assist

5     over 180 Philadelphia citizens to move

6     from congregate care mental health, drug

7     and alcohol residences into private and

8     certainly more desirable homes.  For

9     many, these were the same men and women

10     who formerly resided in the streets,

11     alleys, and sidewalks of the City.

12               Philadelphia is one of the few,

13     if not the only, large urban city that

14     closed its state hospital in exchange for

15     a vibrant community-based system of care.

16     RHD collaborated with the City and state

17     governmental departments to reintegrate

18     and support over 125 Philadelphia state

19     hospital residents and relocated them

20     into community-based residences

21     throughout the City.

22               Pennsylvania redefined what is

23     possible for persons with intellectual

24     disabilities in its compliance with the

25     Pennhurst decision.  RHD was one of the
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2     first social service organizations called

3     upon to work with the state to fulfill

4     this landmark, groundbreaking legal

5     obligation.  Since that time, RHD worked

6     with Philadelphia staff and others to

7     secure the services and housing to which

8     individuals were legally entitled but

9     long denied.

10               Given the deeply shared

11     commitment of RHD and the City to improve

12     the lives of individuals in need, it is,

13     therefore, no surprise that we are having

14     this conversation today about this rather

15     new financing mechanism, social impact

16     bonds.

17               In short, social impact bonds

18     build upon the Pay for Success movement

19     happening throughout the larger social

20     service delivery system.  They have a

21     role to play and represent an idea worthy

22     of deep and thoughtful consideration.

23     From my perspective, any effort that has

24     the joint potential to strengthen the

25     efficacy of social services and
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2     simultaneously helps the tax-paying

3     public to have confidence that they are

4     not buying a pig in a poke is a welcome,

5     if not necessary, addition.

6               More specifically, social

7     impact bonds have the potential to infuse

8     much-needed additional funds into service

9     delivery systems that sorely need them.

10     The potential source of this new capital

11     is extremely varied and includes

12     foundations, corporate philanthropic

13     groups, and altruistically minded nouveau

14     riche, like Gates, Zuckerberg, and Allen,

15     and even giant, international, corporate

16     conglomerates like Goldman Sachs.

17               Social impact bonds have the

18     potential to stretch precious dollars.

19     Individuals and groups who have

20     historically been quite generous with

21     their donations can now invest those same

22     funds with the hopes of being repaid with

23     some additional reward above their

24     initial investment.  Once replenished,

25     these same funds that were formerly
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2     donated upon return can now be reinvested

3     in another socially responsible venture.

4     For this system to work, however,

5     government departments, social service

6     organizations, and others will need to

7     transform themselves in some rather

8     significant ways.

9               To the extent that it might be

10     needed, social impact bonds require a

11     trio of players; that is, government, the

12     social service provider, and the

13     investor.  And at the risk of

14     oversimplification, these parties

15     contractually agree that an investor will

16     receive payment on their investment when

17     previously agreed-upon outcomes have been

18     satisfied.  Government is responsible to

19     pay the investor from hopeful savings

20     that have been realized in the process.

21               Sounds rather simple, but it's

22     not.

23               Such an arrangement requires

24     complicated negotiations amongst all

25     parties.  This is, by no means, a simple
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2     process.  The challenges embedded within

3     this process include, but are not limited

4     to, the ability of myriad government

5     departments to work in an effective and

6     expeditious fashion with one another.

7     Data needs to be shared and readily

8     available across departments in order to

9     document progress and outcomes.

10     Contracts need to be drawn up and signed.

11     Outcomes need to be mutually agreed upon.

12     Timeframes must be made explicit.

13     Service providers need to be confident

14     that already strained budgets will yield

15     sufficient savings for government to

16     attract investors without eroding the

17     quality of service delivery.  Social

18     service organizations must up their game

19     in the clarification of outcomes and the

20     utilization of best practices.  Investors

21     need to be patient.  For many services,

22     outcomes are long in coming.  Progress

23     can be slow, if not elusive.  And perhaps

24     we will conclude that some social

25     services may be better suited for this
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2     financing method than others.

3               Of no small matter is the

4     question of government's ability to

5     reserve funds that formerly were used to

6     purchase services, but now must be put

7     aside for potential repayment to include

8     a return on investment or as known in the

9     investment vernacular, the ROI.  To what

10     extent will investors have confidence

11     that this money will be safeguarded and

12     available for payment upon project

13     completion?  Our current state budget

14     situation does little to provide this

15     much-needed confidence in order for

16     social impact bonds to become a viable

17     financing alternative.

18               A larger concern, however,

19     looms in my mind.  To what extent do we

20     go down the road of commodifying social

21     services; that is, making them something

22     that must be investment worthy in order

23     to be available?  Caring for others who

24     are vulnerable and in need of help is the

25     price we pay for living in a civilized
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2     society.  Are we on the road of creating

3     a service delivery system that is

4     characterized by the calculation of ROIs

5     as determined by those in the for-profit

6     arena?  The ROI for many of us here today

7     is to be found not exclusively in dollars

8     and cents, but equally in the number of

9     children safe from harm, the ability of

10     men and women to return from prison,

11     reconnect with their family and integrate

12     successfully into their community, the

13     safety of neighborhoods, and the overall

14     prosperity of our city.  Even after

15     billions of dollars of government bailout

16     funds to certain parties in the economic

17     sector, I am doubtful that we share the

18     same criteria of calculating ROI with

19     some potential investment groups, and

20     that concerns me.  Consequently, we need

21     to have strict measures in place to

22     safeguard against that from ever

23     happening.

24               Nevertheless, and all of these

25     challenges notwithstanding, are social
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2     impact bonds worthy of further

3     examination?  Absolutely.  RHD encourages

4     the City to move ahead, but do so with

5     caution.  Our commitment remains to

6     serving our brothers and sisters in the

7     best way we know how, and quite likely

8     social impact bonds have a role in that

9     effort.  Consequently, we look forward to

10     continuing this discussion and the

11     exciting opportunity to partner with a

12     very capable City team in examining, if

13     not testing, this new financing

14     mechanism.

15               Again, thank you for the

16     opportunity to present.

17               COUNCILWOMAN BASS:  Thank you

18     both for your testimony.

19               Councilman Green.

20               COUNCILMAN GREEN:  Thank you,

21     Madam Chair.

22               Thank you, Mr. Streim and

23     Mr. Roberts, for your testimony.  You

24     both raise some questions.

25               Mr. Roberts, your questions in



Committee on Public Health and Human Services
March 2, 2016

(215) 504-4622
STREHLOW & ASSOCIATES, INC.

Page 110

1   3/2/16 - PUBLIC HEALTH - BILL 160018, etc.

2     reference to the funds designated for

3     return and how a jurisdiction or city and

4     how that's dealt with.

5               And I think, Mr. Streim, from

6     your perspective as being an investor,

7     how has that been handled from the

8     contractual basis, and also what are your

9     thoughts on some of your reflections on

10     some of the investments you've made?

11               And then the follow-up question

12     to Mr. Roberts for RHD, are there --

13     considering that RHD has been very

14     creative in different things from One

15     Step Away, working with the Please Touch

16     Museum, are there specific initiatives

17     that you currently have or have been

18     thinking about that social impact bonds

19     may be an opportunity?

20               MR. STREIM:  Sure.  So on the

21     question of the availability of funds

22     from the government payor, making sure

23     that those are available, a couple of

24     thoughts.  So it's very common that

25     because of the nature of how any
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2     government involved in a project like

3     this operates, they're not able to set

4     aside the full amount of funds at the

5     closing or the launch of the project, and

6     so what typically happens is, there's an

7     amount that is agreed upon that needs to

8     be appropriated each year.  So there is

9     risk there.

10               And so in a simple example, if

11     you have a $5 million project over five

12     years, the government may be asked to

13     request an appropriations of $1 million

14     each year for five years, so that the

15     money is available when it's needed.

16               To the extent that that doesn't

17     happen, there is almost always going to

18     be a termination clause in the contract

19     so that investors aren't taking the risk

20     of putting additional money into a

21     project that isn't viable from an

22     investment standpoint.

23               From a contracting standpoint,

24     there is a workaround and there's an

25     expectation that when money is
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2     appropriated, that it's put into often

3     some kind of sinking fund so that it

4     can't be clawed back, so the money is

5     really dedicated for repayment if

6     repayment is justified.

7               I think the bigger question and

8     the way that most investors and, frankly,

9     any project stakeholder would look at it

10     is, do we have a reasonable expectation

11     that this is something that the City or

12     state government supports, not just

13     because of who is in the City Council or

14     in the state Legislature at that time,

15     but is this something that really is

16     going to have ongoing support, bipartisan

17     support, that we're not taking a big risk

18     if this project is going to have to be

19     shut down in year two because the

20     composition of Council changed or the

21     composition of the Legislature changed

22     and all of the sudden the money is not

23     there.  So I think that's part of the due

24     diligence process, is to say is this

25     something that the government is really
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2     supportive of and wants to champion,

3     because without that, it is very hard to

4     launch a project given the risks around

5     appropriations.

6               COUNCILMAN GREEN:  Mr. Roberts,

7     from RHD's perspective of potential

8     projects that you currently have or have

9     been thinking about that social impact

10     bonds could be effective.

11               MR. ROBERTS:  We have indeed

12     had the opportunity to consider this,

13     particularly utilization of financing.

14     In fact, most recently.  Unfortunately,

15     we had the perfect storm that occurred,

16     because I'm sure many in the audience may

17     be aware that HUD recently issued really

18     a study of the utilization of social

19     impact bonds with a specific population.

20     In the exploration of this particular

21     project with some colleagues that are

22     with me today, the individuals who were

23     necessary partners in this with the

24     election of a new administration, quite

25     honestly, didn't know if they had jobs or
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2     not and were unfortunately, despite being

3     incredibly supportive of the concept

4     behind this particular idea, we were not

5     able to act on it as rapidly as we would

6     have liked to.  So we do look forward to

7     exploring it once again as the

8     opportunity comes around.

9               COUNCILWOMAN BASS:  Thank you

10     very much.

11               One of the things I just wanted

12     to point out really quickly, which is a

13     little bit off topic, but Resources for

14     Human Development's launch of One Step

15     Away.  I was not aware that One Step Away

16     was an RHD publication.  And I just

17     wanted to say that I'm very familiar with

18     it.  I buy it every chance I get, and I

19     just did not realize that it was one of

20     the things that RHD does and that you all

21     do such a great job of it and just --

22               MR. ROBERTS:  Buy the paper.

23               COUNCILWOMAN BASS:  Every

24     chance I get, and wanted to encourage

25     other people to buy the paper.  So I just
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2     wanted to mention that as well.

3               MR. ROBERTS:  Thanks.

4               COUNCILWOMAN BASS:  Absolutely.

5     And thank you so much for your testimony

6     today.

7               (Thank you.)

8               COUNCILWOMAN BASS:  Can we have

9     the Clerk call the next panel, please.

10               THE CLERK:  Jay Spector, Derek

11     Riker, and Byron Cotter.

12               (Witnesses approached witness

13     table.)

14               COUNCILWOMAN BASS:  Thank you

15     so much for being here this -- is it

16     still morning?  Almost afternoon.  And

17     please state your name for the record and

18     you can begin your testimony.

19               MR. SPECTOR:  I guess I'll go

20     first.  Good morning.  My name is -- or

21     good afternoon almost.  My name is Jay

22     Spector, President and CEO of JEVS Human

23     Service.  It is our pleasure to be here

24     this morning to address the Committee on

25     Public Health and Human Services on
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2     Resolution 160044 regarding social impact

3     bonds.  Thank you, Committee Chair

4     Councilwoman Cindy Bass, for having us

5     here to talk about this very important

6     resolution, and a special thanks to

7     Councilman Derek Green for inviting us to

8     continue the conversation we began many

9     months ago.

10               In nearly 75 years, JEVS Human

11     Services partnered with government,

12     businesses, the philanthropic sector, and

13     the clients we serve to craft innovative

14     solutions to our community's most

15     pressing problems, including unemployment

16     and myriad of reasons for it.  Complex

17     societal problems such as these require

18     creativity, expertise, resources, and

19     partnerships to solve them.  We know that

20     government cannot do that alone.

21     Institutional barriers such as lack of

22     staff and limited financial resources

23     within state and local governments get in

24     the way of the necessary problem-solving

25     innovation.  Moreover, limited resources,
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2     be they public or private, must be

3     invested in proven interventions.

4               Previous testimony has

5     explained the social impact bond or Pay

6     for Success model in detail, so I'll

7     focus my remarks on a successful program

8     that we believe has tremendous promise

9     within the financing context.

10               The Choice is Yours operated by

11     JEVS Human Services is a partnership with

12     the Philadelphia District Attorney's

13     Office, the Defenders Association, both

14     with me today, and the Municipal Court in

15     an innovative diversion program for

16     first-time non-violent felony drug

17     sellers facing maximum prison sentences

18     of as much as ten years.  Sellers are

19     charged with possession with intent to

20     deliver two to ten grams of crack or

21     powder cocaine.  Recently the program has

22     been expanded to include those selling

23     heroin as well.

24               The program is based on a model

25     once operated in San Francisco and
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2     identified by District Attorney Seth

3     Williams and, with his leadership,

4     replicated in Philadelphia.  Two of our

5     partners, Assistant District Attorney

6     Derek Riker and Byron Cotter from the

7     Defenders Association of Philadelphia,

8     are joining me on this panel and will

9     provide testimony to this Committee as

10     well.

11               As I begin my remarks, I would

12     also like to introduce Nigel Bowe, our

13     TCY Program Director, and current program

14     participants Chris McFarland, Quinzel

15     Hampton, and Tariq Sullivan.

16               Would you please stand up guys.

17               Thank you.

18               The Choice is Yours is designed

19     to provide participants with the tools

20     and support they need most in order to

21     achieve stability and avoid re-offending.

22     Importantly, participants who

23     successfully complete the 13-month

24     program have the opportunity to have

25     their records expunged.  TCY offers
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2     individuals a second chance at success.

3     Instead of a prison, TCY participants

4     perform reparative community service,

5     receive job readiness training, academic

6     skill building, mentoring, and job

7     placement and retention services, and can

8     become tax-paying citizens, no longer

9     dependent on public systems.

10               As an alternative to

11     incarceration, TCY diverts participants

12     away from prison into both TCY court,

13     which is a problem-solving Philadelphia

14     Municipal Court, featuring a dedicated

15     judge, President Judge Marsha H.

16     Neifield, who monitors participants'

17     progress and motivates compliance, and a

18     suite of community-based social services

19     supports operated by JEVS.

20               TCY combines the best of what

21     we know works to prevent individuals from

22     becoming re-involved in the criminal

23     activity - educational and employment

24     services, case management, mentoring,

25     assistance with housing, child support,
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2     public benefits and other key services,

3     and participation in restorative justice

4     activities, including 220 hours of

5     community service.

6               JEVS Human Services has been

7     operating TCY since 2012, selected via a

8     competitive bid process managed by a

9     third-party intermediary and evaluator.

10     Internal and external valuations show

11     exceptional results.  In the initial

12     group, 89 percent completed the 13-month

13     program.  The pilot group saw significant

14     reduction in risky behaviors, and 89

15     percent of the graduates met their stated

16     employment goals.  Only 12 percent were

17     rearrested within one year of graduation

18     compared to an expected rearrest rate of

19     40 percent for individuals with similar

20     backgrounds.

21               Since its inception, TCY has

22     served 187 individuals, including 16

23     currently in orientation and expected to

24     enroll this month.  Our current

25     completion rate is 80 percent, with 90
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2     percent completing -- currently enrolled.

3     About one-quarter of the current

4     participants lack a high school diploma,

5     80 percent are male, and 92 percent are

6     either African American or Latino.  About

7     half of the participants enter the

8     program employed largely in low-wage,

9     low-skilled jobs or part-time jobs.  Our

10     current recidivism rate is a low 7

11     percent.

12               TCY participants are

13     street-level drug dealers, not kingpins.

14     An important piece to note, that the

15     participants report selling drugs for

16     economic reasons, to make ends meet,

17     either for extra cash or to supplement a

18     legitimate income or as a primary means

19     of support.  For this reason, employment

20     is a major focus of TCY.

21               Participants are supported

22     throughout the entire program to first

23     get and maintain employment and then

24     build skills necessary to create a career

25     path.  Program participants are working
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2     in a wide range of jobs, from hospitality

3     to light manufacturing.  Some pursue

4     post-secondary education or training as

5     well.

6               At start-up, the program was

7     funded by the Lenfest Foundation and the

8     William Penn Foundation.  When these

9     funds were exhausted, we worked closely

10     with the DA's Office and the Defenders

11     Association to secure funding from the

12     Philadelphia Prison System.  The Lenfest

13     Foundation came back in and made another

14     contribution, and JEVS has done

15     additional fundraising on its own to

16     supplement the support of this program.

17               We are committed to TCY, as are

18     our partners, and continue to seek funds

19     to both sustain and grow the program.  We

20     have been challenged to find sustained

21     funding, for TCY has no natural source of

22     revenue that exists out there.

23               Last year JEVS honored a TCY

24     graduate at our annual awards luncheon.

25     Karim, who is a 25-year-old father of
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2     three, a resourceful high school

3     graduate, was working full time as a

4     janitor at the Montgomeryville Mall when

5     the pressures of young mouths to feed

6     became too much.  Karim would come home

7     after his shift to see corner drug sales

8     and sellers with as much cash in their

9     pockets as he earned in an entire week.

10     He needed to make money, not for extras

11     but for basics for his kids and his

12     fiancée.  He tried to find better work,

13     but with only a high school diploma and a

14     little bit of work history, his search

15     was fruitless.  He took the easy way out

16     and got involved in selling drugs.  Karim

17     could no longer resist joining them.  He

18     told us he would sell on the corners at

19     nights after working.  He didn't last

20     long.  He was arrested and charged.

21     Because he was unable to make bail, he

22     spent time in jail until he was offered

23     TCY.  He was released the day after

24     Christmas and determined to do a better

25     job for his girlfriend and his sons and
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2     his mom.  In the 13 months at TCY, Karim

3     honed his job search skills, enrolled in

4     a work experience program, landed a job

5     at PATCO.  It was a temporary but steady

6     job and he knew it was a stepping stone

7     to his real goal of helping others avoid

8     the path he had taken.  Today Karim's

9     felony charge has been dropped.  He's

10     months away from expungement, working

11     full time in a human services field

12     position that we helped him find, and

13     he's anticipating continuing his

14     education.  I fully expect that Chris,

15     Quinzel, and Tariq will have similar

16     success stories when they complete TCY

17     with a clean record in the coming months.

18               So why do we believe that TCY

19     is exactly the kind of high measurable

20     program that can be financed by a social

21     impact bond?  The simple answers are, it

22     works.  The cost savings are

23     demonstrable.  The 13-month program costs

24     $5,200 per person.  The cost of one year

25     of incarceration in the Philadelphia
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2     Prison System is about $39,000.  The math

3     is easy to do.

4               We believe that with a counting

5     of societal costs of incarceration and

6     the lifelong impact of a felony

7     conviction, the savings would even be

8     much more significant.  The Choice is

9     Yours fills a void in our community and

10     legal system, providing offenders with

11     the rare opportunity to remain in the

12     community, enhance their academic skills

13     and job opportunities, avoid

14     incarceration, and subsequently expunge

15     their criminal records.  Because TCY has

16     the potential to be widely replicated, it

17     represents an effective alternative to

18     incarceration with broad policy

19     implications.

20               Brought to scale, this program

21     could significantly reduce the fiscal and

22     societal costs associated with

23     incarceration and recidivism.

24               Thank you for this opportunity

25     to speak to you, and I'm pleased to
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2     answer any questions.

3               COUNCILWOMAN BASS:  Thank you

4     for your testimony.

5               If you want to state your name

6     for the record, sir, and begin.

7               MR. RIKER:  Certainly.  Good

8     morning.  My name is Derek Riker.  I'm

9     the Chief of Diversion Programs for the

10     District Attorney's Office.  On behalf of

11     the DA's Office, I would like to again

12     thank each of you for holding this

13     hearing on this very important issue

14     today.

15               Rather than going over my

16     written statement, which I know has been

17     previously submitted and would echo many

18     of the sentiments already expressed

19     earlier, I thought I would just briefly

20     highlight some of the points about the

21     TCY program as it relates to today's

22     hearing.

23               Social impact bonds are

24     sometimes referred to as Pay for Success.

25     I cannot think of a better term nor a
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2     better program to illustrate why social

3     impact bonds represent an incredible

4     opportunity for all of us to improve

5     public safety, create second chances in

6     people's lives, and reduce recidivism.

7               As Chief of the Diversion

8     Courts Unit, I am at the forefront of the

9     District Attorney's effort to be smart on

10     crime.  We believe that many of our

11     programs are exactly that, and provided

12     the opportunity, the data would support

13     that belief.

14               Beyond my administrative

15     duties, I've also had the pleasure of

16     being the ADA who operates TCY on a

17     day-to-day basis.  So I've been with the

18     program since its inception in 2012.

19     We've referred nearly 235 cases to the

20     program, with nearly 200 enrolled

21     already.  If we had additional funding,

22     that number would be higher.  We

23     unfortunately have more eligible

24     participants than we have funds available

25     and, simply put, demand exceeds supply.
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2     But we are proud of the fact that we have

3     an 80 percent graduation rate for our

4     participants who are eligible.

5               I could go and on about some

6     specific examples like we talked --

7     Mr. Spector talked about Karim.  We had

8     Jose Alvarez, who just recently -- he

9     graduated two years ago.  He just

10     recently texted Mr. Bowe, the Program

11     Manager, to say, Hey, I just want to let

12     you know, I'm still around, I'm doing

13     well, I'm working for a pharmacy company

14     in North Jersey.

15               Falique McCrae who, upon

16     graduation, sent me a text message once a

17     week just to update me on his job search.

18     A defendant was sending a DA text

19     messages about how he was doing after he

20     got through the program.  These stories

21     go on and on.

22               But when you talk about the

23     bottom line of this program, the best

24     example I can provide to City Council is

25     that in our initial funding cohort, we



Committee on Public Health and Human Services
March 2, 2016

(215) 504-4622
STREHLOW & ASSOCIATES, INC.

Page 129

1   3/2/16 - PUBLIC HEALTH - BILL 160018, etc.

2     offered the program to 92 individuals.

3     Of the 67 who entered the program, 89

4     percent graduated, many with jobs and

5     doing well in life.  We unfortunately had

6     a rearrest arrest, as typically you will,

7     of about 12 percent in the first year,

8     about six individuals.

9               Conversely, the 25 people who

10     were offered the program who chose not to

11     take TCY, to date 17 have been convicted

12     of a felony case.  Only one person beat

13     their case.  In that group, the first

14     year after their case concluded, they had

15     a 60 percent recidivism rate, five times

16     the number of TCY participants.

17               More startling, though, is when

18     you look at the impact that it has on the

19     City and the prisons.  For the

20     individuals who took the program and

21     unfortunately got rearrested, over a

22     varying amount of time, they spent 199

23     days in custody.  Of the group that

24     didn't take TCY, if you look at the

25     sentences they received on their first
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2     case, subsequent violations of probation,

3     and new arrests, to date -- as of

4     yesterday I ran this figure -- 3,417 days

5     and counting in custody, and that number

6     goes up each day because three of them

7     are still sitting.  The amount of money

8     that costs the City is upwards of

9     $350,000.  And certainly that number

10     would be less, we believe, if these

11     people took the opportunity we gave them.

12     And it's because of the opportunity that

13     we have that we want to expand the

14     program and we're looking for support,

15     and social impact bonds really hit home

16     to that effort.

17               We believe that not only would

18     social impact bonds help address budget

19     challenges, but by providing more

20     opportunities for diversion programs like

21     TCY to grow, expand, and better

22     ourselves, that it creates a win-win

23     proposition for the City for both

24     taxpayers and public safety.

25               I want to thank you for the
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2     opportunity to briefly address this

3     issue.  I'm happy to answer any questions

4     you might have of me.  Thank you.

5               COUNCILWOMAN BASS:  Thank you

6     for your testimony.

7               Thank you, sir.  Please state

8     your name for the record.

9               MR. COTTER:  I'm Byron Cotter.

10     I'm Director of Alternative Sentencing at

11     the Defender Association of Philadelphia.

12               I can only repeat what these

13     two gentlemen said.  I think it's easy.

14     You have a 10 percent recidivism rate.

15     The client goes into incarceration.  It's

16     going to be about a 58 percent recidivism

17     rate.  It costs about 35,000 a year to be

18     in prison.  This program costs 5,000.

19     It's a $30,000 saving and a reduction in

20     recidivism of about 48 percent.  What

21     else needs to be said?

22               But I would really like you to

23     hear, if you wish, from one of the

24     clients who are sitting in the back and

25     Nigel Bowe, the person who actually works
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2     with them and helps them achieve

3     employment and reduces the recidivism

4     rate.

5               I also sent you a list of just

6     a few more of the programs that we deal

7     with.  So this isn't the only program.

8     This is one of the best, but there's

9     numerous programs that the District

10     Attorney's Office and our office, along

11     with JEVS and other case management

12     offices, work together with.  So there's

13     a lot of opportunities to use this type

14     of funding.

15               COUNCILWOMAN BASS:  Okay.  Very

16     good.  Well, thank you so much for being

17     here, for your testimony, and if you want

18     to bring this gentleman forward, we will

19     take him.  He's not on the witness list,

20     but we'll certainly take him and hear his

21     testimony.

22               COUNCILMAN GREEN:  One of the

23     questions I was going to ask to the panel

24     and to Mr. Bowe -- and one of the

25     participants in TCY could come up.  I'm
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2     very familiar with Mr. Bowe's work as

3     well as TCY, but I think for Council and

4     also for the record, it would be

5     important to hear a personal impact on

6     his work as well as a participant in TCY.

7               MR. COTTER:  Great.

8               COUNCILWOMAN BASS:  I also want

9     to thank -- as he's approaching, I also

10     want to thank you all for bringing those

11     numbers and for really breaking it down

12     in just the way that you did, because it

13     is glaringly clear that this is a program

14     that has made a difference, that has had

15     an impact, and this is exactly what we

16     are looking for.  This is what we need in

17     the City of Philadelphia.  If we talk

18     about really changing people's lives,

19     this makes a difference.

20               So if you want to come forward,

21     sir.

22               MR. COTTER:  And this was

23     unrehearsed, by the way.

24               COUNCILWOMAN BASS:  Say again.

25     Speak into the mic.
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2               MR. COTTER:  This was

3     unrehearsed.

4               COUNCILWOMAN BASS:  Impromptu.

5               (Witnesses approached witness

6     table.)

7               COUNCILWOMAN BASS:  Thank you

8     so much for being here.  Good afternoon,

9     gentlemen.

10               MR. BOWE:  Good afternoon,

11     Councilwoman Bass.  Good afternoon,

12     Councilman, Mr. Green.  My name is Nigel

13     Bowe.  I'm the Program Director of The

14     Choice is Yours.

15               MR. SULLIVAN:  My name is Tariq

16     Sullivan, a student at The Choice is

17     Yours.

18               COUNCILWOMAN BASS:  Thank you.

19     You can begin your testimony.

20               MR. BOWE:  Well --

21               COUNCILWOMAN BASS:  Or your

22     statement.

23               MR. BOWE:  I really don't have

24     anything stated, but I guess I can just

25     sort of allude to what Jay and Derek and
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2     Byron have just stated.

3               I was fortunate enough to get

4     hired as the Program Director back in

5     February when we first started, and I do

6     have to say it has been a rewarding

7     experience for me.  I've been in the

8     human services field for 26 years, and

9     I've been fortunate enough to work at

10     other non-profit organizations with

11     working in alternative incarcerations in

12     other states.

13               Being a part of TCY and being

14     part of a program that has allowed young

15     men and women, African American and

16     Latino specifically, be able to get these

17     charges dismissed because of making

18     mistakes in life -- I understand the

19     nature of the reason why most of our

20     clients have made a decision to turn to

21     crime to become self-sufficient.  It's

22     unfortunate 26 percent of Philadelphians

23     live in poverty, and a lot of our young

24     people are living in that situation.

25     Because of depleting school systems,
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2     because of a lack of skills, a lack of

3     education, our young people are being

4     forced today to do other things because

5     of desperate situations.  The mass

6     incarceration in the pipeline from school

7     to prison is a real situation and is an

8     issue that needs to be addressed.  TCY I

9     think is a program that is right in the

10     forefront to be able to address that

11     situation, mainly being able to reduce

12     recidivism, but dismantling that pipeline

13     from school to prison and opening up a

14     pipeline from school to the workforce.

15               We have a great success of

16     clients that are employed right now.

17     About 51 percent of our clients are

18     employed.  So we emphasize being able to

19     find something that you have inside of

20     you that is greater than what you're

21     doing now.  And we have a great staff

22     that is able to do that and able to be

23     able to tap into their talents, tap into

24     some of their dreams.  You know, we try

25     to sell hope at TCY and to basically let
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2     them understand and show them some of the

3     disparities of what's going on in the

4     social justice world and try to let them

5     understand that they are and can be a

6     part of society and be productive human

7     beings and not have to be convicted

8     felons.  We want them to understand what

9     being a convicted felon in the United

10     States holds.  You're pretty much

11     strapped into second-class citizenship.

12     So we want to educate them on that.

13               We also have a restorative

14     justice component where we want to make

15     them aware that their crimes don't just

16     affect themselves, that it affects their

17     family and their community that they live

18     in.

19               So I think the social impact

20     bond initiative, I would have to say we

21     would be a great fit for that, a great

22     prospect for it.  I think the City of

23     Philadelphia could definitely, you know,

24     benefit from TCY if it expands.  It would

25     allow us to serve more clients and just
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2     continue to do the work that we're doing.

3               So as unrehearsed as that was,

4     that's about all I can say.  Thank you

5     for allowing me to testify.

6               COUNCILWOMAN BASS:  Thank you

7     for your testimony.

8               Sir, would you like to say

9     something.

10               MR. SULLIVAN:  Yeah.  Well,

11     I'll tell a little bit about myself.  My

12     name is Tariq Sullivan, 25 years old.  I

13     have a daughter -- she's 4 years old --

14     that I take care of.

15               During my arrest, I got caught

16     trafficking with drugs or whatever.  I

17     entered the program.  Since I entered the

18     program, my attendance has been good.  I

19     start -- I tried to get up to like 30

20     community hours before my court date on

21     the 21st of the month.  This program just

22     helped me stay out of trouble for the

23     most part.  It had me like dreaming big,

24     thinking big, just trying to be a better

25     person.
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2               So right now I'm just trying to

3     take it like one step at a time, just

4     trying to get my 30 hours completed

5     before the court date and, after that,

6     like get a steady job and just be

7     consistent with it.  And from there, just

8     stay positive, just try to stay out of

9     trouble.

10               COUNCILWOMAN BASS:  Where do

11     you think -- how do you think your life

12     would differ now if this program were not

13     in place?  How do you think things would

14     be different for you?

15               MR. SULLIVAN:  Can you say that

16     again?

17               COUNCILWOMAN BASS:  If this

18     program wasn't here to help you stay on

19     track, as you said, how do you think

20     things would be different for you right

21     now?

22               MR. SULLIVAN:  Well, I mean, if

23     I didn't have this program, I probably

24     would have tried to like take my case to

25     trial, and it's not a good percentage
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2     chance.  I probably would have got

3     arrested.  But this program, I mean, I

4     believe with like funding, we can expand

5     or whatever.  So right now we only have

6     like one floor, which is the second

7     floor.  So with two, three floors, four

8     floors, whatever, we can have more

9     training.  Right now we have a good core

10     value, a good core of staff members.

11     Like Ms. Alberta who is the Job Readiness

12     Program Director and we have two case

13     managers who help us out, whatever.  So

14     right now we getting all this proper

15     training from them, but like with more

16     expansion, we can have like even more

17     training.  It can help like keep even

18     more guys off the streets.  Because right

19     now in my class I think it started off

20     with like 11 students.  Right now it's

21     only like five of them.  So we can help

22     like keep more brothers off the streets,

23     whatever, with the funding and the

24     expansion.

25               COUNCILWOMAN BASS:  Okay.  Very
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2     good to know.

3               Councilman Green.

4               COUNCILMAN GREEN:  Thank you,

5     Madam Chair.

6               This is specifically the type

7     of program that I think we need to

8     replicate throughout the City.  If we can

9     take Mr. Bowe and Mr. Sullivan and

10     replicate that all around the City of

11     Philadelphia, no matter where you live,

12     so that you can be ambassadors for here's

13     an opportunity to make a different travel

14     in your life.  Where you're going this

15     direction, here's the opportunity and

16     exposure to something different.  Too

17     often from either family members,

18     friends, people I come in contact

19     throughout the City, they don't have that

20     opportunity, and I think TCY provides an

21     opportunity to provide hope, as Mr. Bowe

22     said, to do something different.  And I

23     think too often young people in our city

24     don't see that.  They just see Center

25     City and they see something totally
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2     different from the environment they're

3     living in day to day.  And so if we can

4     replicate the Mr. Sullivans of the world

5     to be ambassadors, say, Listen, you can

6     do something different, this is what I

7     did, those are the best advocates for

8     what we're trying to do in the City of

9     Philadelphia to kind of turn the corner

10     and really move people out of some of the

11     situations we have in the City.

12               So thank you for your

13     involvement in the program and also for

14     your testimony, both of you.

15               MR. BOWE:  Thank you.

16               COUNCILWOMAN BASS:  Thank you.

17     I couldn't agree more, Councilman.

18     Absolutely.

19               Councilman Taubenberger.

20               COUNCILMAN TAUBENBERGER:  Yes.

21     Both Mr. Bowe and Mr. Sullivan, thank you

22     for taking your time.  I greatly

23     appreciate it and I think so does the

24     Committee.  In fact, I know the Committee

25     appreciates it.  But I do have a
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2     statement and a question.

3               Mr. Bowe, you mentioned

4     something very powerful, dreams,

5     somebody's dreams.  I think that's a

6     very -- what you aspire to do.

7               MR. BOWE:  Yes.

8               COUNCILMAN TAUBENBERGER:  It

9     took me a while, but I'm now living a

10     dream that I've had.

11               MR. BOWE:  It took me a while

12     too, but I feel the same way.

13               COUNCILMAN TAUBENBERGER:  Okay.

14               But, Mr. Sullivan, what I'd

15     like to know from you, if you wish to

16     answer this question, you do not have to,

17     what's your dream?  What would you like

18     to do?

19               MR. SULLIVAN:  Growing up, all

20     I knew was football.  And I had talked to

21     Ms. Alberta.  In class she asks me this

22     all the time, like what would I do after

23     the program.  And I tell her like I just

24     want to keep a job.  I want a job and

25     keep a job.  She tried to convince me
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2     into like bigger jobs, greater jobs, like

3     CDL that she's giving out, that she's

4     trying to help the students get into.

5     But right now I'm just looking for a job

6     and trying to keep that.

7               COUNCILMAN TAUBENBERGER:

8     Mr. Sullivan, if I could ask, would it be

9     a specific job?

10               MR. SULLIVAN:  I don't have

11     anything like a specific job.

12               COUNCILMAN TAUBENBERGER:  Well,

13     thank you for your time and sharing your

14     thoughts and feelings about this.  Thank

15     you.

16               MR. BOWE:  Thank you.

17               COUNCILWOMAN BASS:  Thank you.

18               Councilman Green.

19               COUNCILMAN GREEN:  Yes, Madam

20     Chair.  I just have a question for the

21     previous panel.  I just had a question in

22     reference to what was the total cost for

23     TCY per year and cumulative.

24               MR. RIKER:  Councilman, we

25     estimate approximately programming costs
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2     are about $4,000 to $5,000 a participant.

3     So typically whatever fundings we're able

4     to get, whether it be through a grant

5     from Lenfest or an allocation from the

6     Prison System, whatever amount we get,

7     that's as many people as we can take.  We

8     do the math.  Once we hit that limit,

9     essentially what happens is we shut off

10     referrals.  So we have been in situations

11     in the past where individuals who would

12     otherwise be eligible, because we don't

13     have the funding to put them into the

14     program to ensure they'll get through the

15     year program, we have to say no, and they

16     get referred to a trial room because

17     there's just no other option.

18               COUNCILMAN GREEN:  If money was

19     not an object -- I know that's an odd

20     thought -- how many people would you be

21     able to do in the course of a year?  And

22     if you were able to -- I mean, how long

23     would it take to ramp up if money wasn't

24     an issue?

25               MR. RIKER:  If money wasn't an
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2     issue, we would have to take into

3     consideration the court calendar and the

4     limitations of staff.  But to give you an

5     example, the drug treatment court program

6     runs about 500 people -- can handle about

7     500 people at a time.  So I could see us

8     theoretically getting up to 500 people

9     very quickly and fairly easily.

10               MR. COTTER:  And that's 500

11     where we've reduced the recidivism rate

12     and saved the City millions of dollars.

13     I think it's a no-brainer to use some

14     type of funding like this to support

15     these types of programs.  And there is

16     400 other men because we don't have the

17     funding that don't have the opportunity

18     that this young man has.  It's men and

19     women.  Our women are also extremely

20     successful, and almost all the women are

21     working.

22               COUNCILMAN GREEN:  Thank you.

23               COUNCILWOMAN BASS:  Very good.

24     Thank you very much --

25               (Thank you.)
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2               COUNCILWOMAN BASS:  -- for your

3     testimony.

4               We have our last panel.  If we

5     can have the Clerk call up our last panel

6     to testify.

7               THE CLERK:  Gavin Kerr, Sheila

8     Ireland, and Jack Gaffigan.

9               COUNCILWOMAN BASS:  I want to

10     thank you all for your patience for our

11     hearing today.

12               Is there anyone else, as they

13     approach, who is here to testify?

14               (No response.)

15               COUNCILWOMAN BASS:  Besides the

16     names that were called, is there anyone

17     else who would like to testify today?

18               (No response.)

19               (Witnesses approached witness

20     table.)

21               COUNCILWOMAN BASS:  No?

22               Good afternoon.

23               (Good afternoon.)

24               COUNCILWOMAN BASS:  And we're

25     going to ask that you give your
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2     abbreviated remarks.

3               MR. GAFFIGAN:  I will do that.

4               COUNCILWOMAN BASS:  If you

5     would state your name for the record and

6     begin your testimony.  Thank you so much.

7               MR. GAFFIGAN:  Thank you,

8     Councilwoman Bass.  My name is Jake

9     Gaffigan.  I'm the Executive Director of

10     The Big Sandbox.  We are a small and

11     relatively new non-profit here in

12     Philadelphia, and our focus right now is

13     the fundraising, design, and construction

14     of schoolyards and parks.

15               In the course of our community

16     engagement efforts as a small non-profit,

17     we are very much aware that there are

18     priorities above and beyond the condition

19     of a schoolyard, particularly if the

20     condition of the school facility itself

21     is unsafe and unhealthy.  So we are

22     trying to be very flexible in our

23     approach to these schools.  If the top

24     priority, for example, is a new boiler,

25     we will incorporate that into our
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2     outreach and our fundraising efforts.

3               At the Linglebach School in

4     Germantown, for example, we are

5     evaluating the vacant historic building

6     that sits directly adjacent to the

7     schoolyard and trying to raise monies to

8     renovate that building and convert it to

9     a community center.

10               For another school in Northeast

11     Philadelphia, we put together a proposal

12     to assess the entire building, the

13     adjacent schoolyard and the park across

14     the street.

15               So we try to be flexible and

16     responsive in our approach to these

17     schools and schoolyards, because the

18     problems and challenges that these folks

19     are facing are so overwhelming for the

20     students, teachers, administrators, and

21     parents.

22               Last year we were given a very

23     generous grant from the Knight Foundation

24     to help start a civic movement around the

25     redesign and renovation of all 300
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2     schoolyards in Philadelphia.  That is a

3     very tall order, but one I'm happy to

4     report we're making a little headway on.

5               At this time, we have community

6     engagement and design and fundraising

7     efforts at six schools in Mount Airy and

8     several more in lower North Philadelphia.

9     And, God willing, we'll actually break

10     ground on a new gateway at the Hackett

11     School this spring in Fishtown.  We are

12     hoping that the state will step in with

13     some economic development grants that we

14     have applied for and fund the completion

15     of the Hackett schoolyard as well as

16     several more in North Philadelphia and

17     Mount Airy.

18               Let me make very clear I am not

19     an expert on social impact bonds.  I

20     think our little non-profit is probably

21     caught up in the romance of a social

22     impact bond more than anything else,

23     because we see it as an opportunity to

24     scale a large-scale renovation project

25     here in the City.  What we're proposing
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2     is a pilot program developed around

3     schoolyards with investments in research,

4     feasibility studies, green stormwater

5     infrastructure, and green schoolyard

6     construction.  We believe this pilot

7     program can reduce childhood obesity,

8     revitalize neighborhoods, reduce crime,

9     expand economic opportunities, and

10     reverse watershed degradation and improve

11     the physical health and well-being of

12     Philadelphia neighborhoods.

13               Let me say the really important

14     thing I think that has come up for us

15     today in this hearing in itself is the

16     ability for a new non-profit like us to

17     focus on what our outcomes should be

18     under a social impact bond.  And I would

19     encourage this Committee and this body to

20     go forth with additional hearings and

21     investigations into this process, because

22     it really helps us narrow our focus.

23               In a meeting last year with

24     Social Finance in New York, we were

25     advised that it would be easier to
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2     attract the investors than it would be to

3     track, investigate, and verify the

4     cashable savings from a social impact

5     program, and we recognize that.  We need

6     additional research, we need feasibility

7     studies, and we need pilot schoolyard

8     construction projects.  These are all

9     critical to the successful launch of a

10     Pay for Success program.

11               Thank you very much.

12               COUNCILWOMAN BASS:  Thank you

13     very much for your testimony.

14               Good afternoon.

15               MS. IRELAND:  Good afternoon.

16               COUNCILWOMAN BASS:  You want to

17     state your name for the record and begin

18     your testimony.

19               MS. IRELAND:  Thank you.  Thank

20     you for having me.  My name is Sheila

21     Ireland.  I'm the Vice President of

22     Workforce Solutions for University City

23     District.

24               University City District is an

25     18-year-old partnership of the major
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2     institutional employers in University

3     City.  We come together with a

4     foundational effort on physical

5     development and commercial

6     infrastructure, meaning clean and safe

7     programs, business attraction, and public

8     space development.  But we sought to

9     expand the definition of what economic

10     opportunity looks like in West

11     Philadelphia and five years ago created

12     the West Philadelphia Skills Initiative.

13     Its focus is to connect unemployed West

14     Philadelphians to job opportunities with

15     the major employers in University City.

16     It was formulated to address two

17     realities.  One, University City District

18     is the table at which the region's

19     largest and most progressive employers do

20     business together.  Our Board of

21     Directors is comprised of the

22     institutional and business leaders who

23     collectively manage budgets in excess of

24     $11 billion, human resources departments

25     to which tens of thousands of people
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2     report, and facilities departments

3     responsible for 10 million square feet of

4     recent construction.  But at the same

5     time, I do not think I have to

6     pontificate to Council economic

7     conditions in West Philadelphia.

8               In one square mile of

9     University City, by contrast, is home to

10     75,000 jobs.  Yet in the adjacent

11     neighborhoods, 81,000 residents live in

12     poverty.  Forty-five percent of these

13     households have incomes below $25,000 a

14     year.  Only 21 percent of the adult

15     population aged 25 or older have a

16     Bachelor's degree, and the unemployment

17     rate is 15 percent.  As you know, we have

18     been designated a Promise Zone due to the

19     fact that in some of our areas the

20     overall poverty rate is a staggering

21     50.78 percent.

22               The central mission of the

23     Skills Initiative has never been more

24     important, and we believed and have

25     proven that we can harness the hiring
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2     power of the institutions in the humming

3     economic engine that is University City

4     to build a world-class workforce

5     development and training program.  We've

6     been an unequivocal success.

7               Over the last five years, we've

8     served over 500 participants and put $7

9     million of wages back into West

10     Philadelphia for formerly unemployed

11     participants.  At the close of year 2015,

12     the West Philadelphia Skills Initiative

13     placement rate for graduates was 94.5

14     percent in jobs with an average of $13.56

15     an hour.  These West Philadelphians have

16     been previously unemployed for 53 weeks

17     before entering our program.

18               And I think the most telling

19     thing is after a year of unemployment,

20     with four weeks on average with us, they

21     average 44 callbacks from employers, 27

22     interviews before the partnership with

23     our employer partner they interview for.

24               Two specific examples, our

25     partnership with Drexel College of
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2     Medicine is in its fourth iteration this

3     year, and our work has allowed that

4     institution to cut their turnover in half

5     and achieve a 92 percent retention rate

6     by the third year of our partnership,

7     which is unheard of in entry-level

8     nursing positions that we provide to

9     them.

10               In our partnership with

11     Children's Hospital, we are on our sixth

12     iteration, and the jobs they have been

13     able to work with us to fill have become

14     increasingly remunerative, moving from

15     $12 an hour for patient sitters to $22 an

16     hour for in-patient clerks.

17               I encourage you to visit our

18     website to hear directly from Madeline

19     Bell, Chairman, President, and CEO of

20     Children's Hospital, about our work with

21     their institution.

22               The Skills Initiative is in a

23     massive expansion and a growth phase.  We

24     have been able to raise $700,000 in the

25     last three months to fund the work that
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2     we are doing in West Philadelphia, and

3     it's primarily driven by a couple of

4     factors.  We are not able to provide the

5     service we would like.  For labor supply,

6     hopeful participants exceed our ability

7     to serve by a factor of 20.  Demand for

8     our program from our institutional

9     partners is -- we need to do twice as

10     much as what we're doing.  We have the

11     capacity to do it.

12               The other thing we're expanding

13     into is serving harder-to-serve

14     demographic groups and also to take

15     advantage of the opportunity

16     eco-structure in University City.  And

17     primarily how we're doing that now is,

18     we've launched a social venture called

19     Green City Works.  Green City Works,

20     whose launch was funded by the Job

21     Opportunity Investment Network, has given

22     us the opportunity to really prove that

23     we can expand the demographics we reach.

24     Previously I would say somewhere around

25     80, 90 percent are African American
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2     females between the ages of 25 to 35, but

3     expanding into a social venture like

4     landscaping has enabled us to expand our

5     demographics to men and specifically

6     harder-to-serve and reentering citizens.

7     We've proven the efficacy of our

8     curriculum by being able to work

9     effectively with that population as well,

10     placing 94 percent of the people who come

11     through that particular program.

12               Green City Works is a social

13     enterprise, and it talks about building

14     new businesses and bringing new jobs to

15     West Philadelphians and actually engaging

16     talent in a different way.  And so it's

17     been my opportunity and my pleasure to

18     come today and to talk to you about the

19     work we've done at University City

20     District.

21               Thank you.

22               COUNCILWOMAN BASS:  Thank you

23     very much.

24               MS. IRELAND:  You're welcome.

25               COUNCILWOMAN BASS:  And, sir,
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2     if you want to state your name for the

3     record and begin your testimony.

4               MR. KERR:  Good afternoon.  I'm

5     Gavin Kerr.  I'm the President and CEO of

6     the Inglis Foundation.  And I think I

7     stand between you and lunch, so I'll try

8     to pull this all together and be brief.

9               As a society, we have

10     relentless needs, and they grow and grow

11     and grow, and there's just not enough

12     cash to go around.  And you've heard

13     these incredible programs that are

14     available, and the competition for

15     resources is just incredible.  The City

16     and state governments are tapped out and

17     have relentless needs.  Philanthropy is

18     so competitive.  There are 15,000

19     not-for-profits in the Philadelphia area,

20     all competing for the same philanthropic

21     dollars.  And core programs are

22     struggling to keep their heads above

23     water, nevertheless to really do social

24     innovations.

25               And so we serve about a
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2     thousand people who are physically

3     disabled in the Philadelphia region,

4     people like you and me who have healthy

5     minds but broken bodies.  And the demand

6     on Medicaid, which is the primary source

7     of support for long-term services, is

8     enormous, so enormous that we've had our

9     rates cut by about 17 percent over the

10     last eight years.  So what used to be a

11     break-even operation is really struggling

12     to keep our heads above water.

13               But more importantly than that,

14     the people we serve are in desperate need

15     of services.  We are the largest provider

16     of accessible, affordable housing in the

17     Philadelphia area.  We have 301

18     apartments and are adding another 80

19     apartments to our community.  The

20     competition for tax credits for housing

21     are extraordinary, and we've been

22     fortunate to get a couple of awards, but

23     the 9 percent round was, I think, six

24     projects for every one that was awarded.

25     Four percent tax credits are readily
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2     available.

3               So in order for us to support

4     the social policy of Olmstead and other

5     things to move people from nursing homes

6     into the community, we embarked on

7     building an integrated community next to

8     Inglis House on Belmont Avenue.  We were

9     able to raise -- or we needed to raise

10     $25.7 million for 80 apartments, 40 of

11     which are what we call accessibility plus

12     for people who are significantly disabled

13     using power chairs.  Of that, we raised

14     17 million through 9 percent and 4

15     percent tax credits.  That left a gap of

16     $8.6 million.  We, in working with the

17     Department of Human Services, have

18     identified that if we can reduce the

19     number of beds at Inglis House and help

20     those folks move back into the community,

21     which is their preferred place to live,

22     then we can save the government a

23     tremendous amount of money.  In fact, we

24     can save after all expenses, interest and

25     services in the community, we can save



Committee on Public Health and Human Services
March 2, 2016

(215) 504-4622
STREHLOW & ASSOCIATES, INC.

Page 162

1   3/2/16 - PUBLIC HEALTH - BILL 160018, etc.

2     about $2.5 million to the Commonwealth

3     every year for perpetuity.  So that's

4     about $25 million over ten years.

5               A social impact bond or a Pay

6     for Success bond of $8.6 million is

7     readily paid back with that savings, with

8     about a 5 percent interest assumption.

9     And so what we're trying to create here

10     is a solution that finds a new source of

11     capital, because the capital is not there

12     otherwise, that has a return on

13     investment and a reasonable risk for the

14     investors of 5 percent, but also has an

15     enormous return on mission, by allowing

16     40 people to move out of nursing homes

17     into the community and live a more

18     independent life.

19               The return for society is

20     tremendous, return for the investors is

21     tremendous, and you pull those together

22     and now you have a solution that couldn't

23     exist otherwise because there's just not

24     enough resources.  We think if we can do

25     a Pay for Success for this project, that
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2     then allows us to replicate it and

3     provide more services.

4               There are 348 people on our

5     wait list.  That's about a six-year wait

6     list.  Our most recent -- our next

7     applicant up applied in 2009.  And so

8     that's one component, but there's also

9     many more people who would like to move

10     out of nursing homes back into the

11     community who, with the right support

12     systems, can do so successfully and save

13     a tremendous amount of money.

14               So as you look at this as an

15     alternative for the City for all of these

16     incredible programs, you need to be sure

17     of a couple of things.  The first is that

18     there is a really true and measurable

19     return on mission, and that's hard to do.

20     In our case, it's very easy to do because

21     you can measure people living in nursing

22     homes, people living in the community,

23     nursing home beds closed.

24               You have to have the ability to

25     have an attractive investment for the
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2     investors.  Even though they're socially

3     oriented investors, they still need to

4     get a return on that money, whether

5     they're foundations or private investors,

6     and that's doable as well because the

7     other capital sources or relatively safe

8     investment sources are paying 2 and 3

9     percent.

10               And then, finally, you need to

11     have a management team within the

12     not-for-profit who has the capability to

13     manage risk and to understand the risk

14     that they're taking on as they go to a

15     Pay for Success structure and to measure

16     the results of the great programs that

17     they're doing.

18               With those caveats, this is a

19     program that really can be a breakthrough

20     for us and it can help us solve some of

21     these needs that just grow and grow and

22     grow.

23               So thank you for letting me be

24     a part of this.

25               COUNCILWOMAN BASS:  Thank you
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2     for your testimony.  And just on an

3     unrelated note, I want to thank Inglis

4     House for the work that they've done.  I

5     have had a relative who unfortunately

6     passed away, but who had lived at Inglis

7     House for years, and the treatment and

8     care was excellent.  So I just wanted to

9     acknowledge that publicly.

10               MR. KERR:  Thank you.  I work

11     with amazing people.

12               COUNCILWOMAN BASS:  Absolutely.

13     Absolutely you do.

14               And also to Ms. Ireland, I

15     wanted to thank you for your testimony as

16     well and bringing to light the fact that

17     there is still so much need out here.  I

18     think sometimes people who don't get it

19     feel as if people who are in more

20     vulnerable populations, that there's not

21     an interest or there's not a desire to do

22     more, to do better, to change their life

23     circumstances.  And that there really is

24     that desire, but even with the desire,

25     there needs to be funding in place.
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2     There needs to be the resources to make

3     it happen.  So I just wanted to thank you

4     as well.

5               And, finally, for Mr. Gaffigan,

6     I also wanted to thank you for bringing

7     to light the point about parks,

8     recreation spaces.  I also happen to be

9     the Chair of Parks and Recreation.  I

10     don't know if you knew that.  But also

11     for bringing to light the fact that this

12     is very important, bringing out folks,

13     making sure that there is a social

14     connection and that these public spaces,

15     that there is a social impact on having

16     appropriate design and renovation and new

17     playground and recreation spaces to draw

18     communities out.

19               One of the things that we do in

20     our office is, we have a whole host of

21     activities during the summer, which look

22     like a whole lot of fun, but really there

23     is a social mission to all of them,

24     because you bring in the different social

25     service agencies, the different City
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2     agencies to make sure that people are

3     connected to the resources that they

4     need.  And we do this in public parks and

5     recreation spaces to get people to feel

6     more comfortable coming into their

7     neighborhood and to using these public

8     amenities.  And so I thank you for all of

9     your comments that you've made thus far.

10               And, Councilman Green, I know

11     you have a statement that you'd like to

12     make as well.

13               COUNCILMAN GREEN:  Yes.  Real

14     quickly.  Thank you, Madam Chair.

15               And also thank you to this

16     panel.  Traditionally I've been doing

17     research on social impact bonds from

18     generally recidivism or education

19     attainment or education perspective.  The

20     three of you kind of opened my eyes to

21     other entities that can possibly benefit

22     from this type of unique public-private

23     partnership, either through housing with

24     people that have physical differences or

25     workforce or recreation or parks,
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2     playgrounds.  So thank you for being open

3     to being creative and thinking outside

4     the box, as non-profit providers often

5     have to do, and thank you for your

6     testimony.

7               COUNCILWOMAN BASS:  Thank you,

8     Councilman.

9               Councilman Taubenberger.

10               COUNCILMAN TAUBENBERGER:  I

11     just want to thank the panel very, very

12     much for taking the time out of their

13     busy schedules as well.  From this

14     perspective and from this Councilman,

15     this was very in some ways inspiring, but

16     also very educational, and I just want to

17     let you know from me that your time was

18     well spent and very appreciated.  Thank

19     you so much.

20               COUNCILWOMAN BASS:  Thank you.

21               And with that being said, is

22     there anyone else here who would like to

23     testify?

24               (No response.)

25               COUNCILWOMAN BASS:  And I do
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2     want to acknowledge that we have written

3     testimony on file by Mr. Michael

4     Cwidak-Kusbach, the Senior Associate of

5     Third Sector Capital.  Also we have

6     written testimony from Gloria Gong,

7     Assistant Director of SIB Lab, Harvard

8     University, and Sally Munemitsu, the

9     Chief Collaborator and COO of Algorhythm.

10               And so if there is no one else

11     to testify here on this resolution today,

12     the Committee shall stand in recess to

13     the call of the Chair.

14               Thank you so much, everyone,

15     for coming and for your patience today.

16     Thank you.

17               (Committee on Public Health and

18     Human Services concluded at 12:50 p.m.)

19                   - - -

20

21

22

23

24

25
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