
Committee on Finance
November 29, 2016

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

Page 1

         COUNCIL OF THE CITY OF PHILADELPHIA

                 COMMITTEE ON FINANCE

                   Room 400, City Hall
                   Philadelphia, Pennsylvania
                   Tuesday, November 29, 2016
                   2:15 p.m.

PRESENT:
    COUNCILWOMAN JANNIE L. BLACKWELL, CHAIR
    COUNCILWOMAN CINDY BASS
    COUNCILMAN ALLAN DOMB
    COUNCILMAN WILLIAM K. GREENLEE
    COUNCILMAN BOBBY HENON
    COUNCILWOMAN CHERELLE L. PARKER
    COUNCILWOMAN BLONDELL REYNOLDS BROWN
    COUNCILMAN MARK SQUILLA
    COUNCILMAN AL TAUBENBERGER

BILLS 160326, 160810, 160872, 160873, 161001,
and 161014

                 - - -



Committee on Finance
November 29, 2016

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

Page 2

1

2               COUNCILWOMAN BLACKWELL:  We

3     will now convene our Finance hearing.  We

4     have a quorum.  In fact, more than a

5     quorum.  Certainly to my left is

6     Councilman William Greenlee, Allan Domb,

7     Mark Squilla, Cindy Bass.  We have

8     Councilman Taubenberger.  So we'll make

9     sure we have more than a quorum of people

10     available, and we will begin.

11               We will now ask the Clerk to

12     read the title of the bill.  We're going

13     to begin -- we have several bills, and

14     we're going to begin with -- thank you.

15     And Councilwoman Cherelle Parker and

16     Councilwoman Blondell Reynolds Brown.

17               All right.  Because our members

18     have to leave, I'm sorry, I promised

19     Health they would go first, and my

20     colleague -- so we'll owe you.  And my

21     colleague in Council is going to ask,

22     which means our committees have to go

23     fast, because people have been here all

24     day.  I have coffee in my office if

25     anybody needs it.  And having said that,
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2     we're going to ask -- and then we'll call

3     you, hospital's authority.  I'm sorry.

4               We're going to ask for those

5     testifying on Bill No -- our Treasurer,

6     Rasheia Johnson, on testimony for Bill

7     No. 160873.  We'll ask the Clerk to read

8     the title of that bill.

9               THE CLERK:  An ordinance

10     amending Chapter 19-200 of The

11     Philadelphia Code, entitled "City Funds -

12     Deposits, Investments, Disbursements", by

13     revising the list of City depositories;

14     under certain terms and conditions.

15               COUNCILWOMAN BLACKWELL:  Thank

16     you very much.

17               Did I read everyone who is

18     here?  All right.  Thank you.

19               Councilman Bobby Henon is here.

20     I think I said Blondell Reynold Brown and

21     Cherelle Parker and all the others.  We

22     thank you all for being here.

23               (Witness approached witness

24     table.)

25               COUNCILWOMAN BLACKWELL:  Madam
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2     Treasurer, please begin your testimony.

3               MS. JOHNSON:  Sure.  Rasheia

4     Johnson, City Treasurer.

5               Good afternoon, Councilwoman

6     Blackwell and members of the Committee on

7     Finance.  I'm Rasheia Johnson, City

8     Treasurer of the City of Philadelphia,

9     and I'm here to testify on Bill No.

10     160873.

11               Bill No. 160873 would amend

12     Chapter 19-200 of The Philadelphia Code,

13     entitled "City Funds - Deposits,

14     Investments, and Disbursements," by

15     revising the list of City depositories

16     with the removal of Wells Fargo.

17               We agree that the actions of

18     Wells Fargo were egregious with the

19     opening of fake accounts on unwitting

20     customers.  Wells Fargo needs to make an

21     accounting to the City of Philadelphia,

22     and, most of all, Philadelphians who bank

23     with Wells Fargo of the impact that these

24     bogus accounts have had here within the

25     City and how the bank is planning to
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2     remedy its wrongs.  In addition, Wells

3     Fargo must supply the City with a plan of

4     how they will prevent this type of

5     unconscionable behavior in the future.

6               Nevertheless, we respectfully

7     suggest that we, Council and the

8     Administration of the City of

9     Philadelphia, will have more leverage to

10     keep Wells Fargo accountable by

11     preserving the relationship.  By

12     maintaining the City's relationship with

13     Wells Fargo, we will preserve our

14     leverage as City government to act in the

15     best interest of Philadelphia and its

16     residents.  On the other hand,

17     eliminating contractual relationships

18     with Wells Fargo would mean that the City

19     would be forced to expend tremendous

20     resources replacing Wells Fargo, while

21     foregoing our most effective tool to make

22     sure our residents are made whole.

23               With the scope and complexity

24     of services provided by Wells Fargo to

25     the City, it is estimated that the total
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2     time required to successfully transition

3     all services to vendors would take

4     approximately 18 to 25 months.  The time

5     assumption is contingent upon, one,

6     RFP/contracting and negotiation process

7     is completed on an expedited timetable of

8     three to four months; two, there is one

9     senior level person solely dedicated to

10     the transition project; three,

11     technologies and access to resources as

12     needed from internal City departments are

13     available as required to implement the

14     services; and, four, lastly, funding

15     needed to be available for the

16     implementation and the transition to new

17     providers.

18               My office has issued a request

19     for proposal on Wednesday, November 23rd

20     seeking responses from banks or other

21     qualified financial institutions to

22     provide banking services related to the

23     City's employee payroll disbursements, a

24     contract currently held by Wells Fargo.

25     We have recently removed Wells Fargo as a
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2     member of our underwriting syndicate from

3     an upcoming bond transaction.  We would

4     be happy to work with Council on further

5     imposing transparency and accountability

6     to Wells Fargo so that we can be sure

7     that the bank is providing our citizens

8     with accessible, complete, and effective

9     remedies.

10               This concludes my testimony,

11     and I'm happy to answer any questions

12     that you may have at this time.

13               COUNCILWOMAN BLACKWELL:  Thank

14     you very much.  I will hold my questions

15     in the interest of time and we will call

16     on Councilwoman Cherelle Parker.

17               COUNCILWOMAN PARKER:  Thank

18     you, Madam Chair.

19               And good afternoon.

20               MS. JOHNSON:  Good afternoon.

21               COUNCILWOMAN PARKER:  Madam

22     Chair, I just wanted to state for the

23     record I appreciate the courtesy that

24     you've just displayed, keeping in mind

25     that it took me about six months to get
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2     an appointment scheduled at CHOP.

3               And if any of you in this

4     audience have little ones, when you get

5     an appointment at CHOP, you don't

6     reschedule it.

7               So with that in mind, I just,

8     one, I wanted to start by commending my

9     colleague Councilwoman Bass for her

10     leadership in this area.  I can remember

11     when the CFPB and hearing Elizabeth

12     Warren's sort of announcement, the

13     largest fine ever in the $100 million

14     that the CFPB had ever issued, and

15     personally for me I wanted to state for

16     the record having been a part of the

17     historic precedented predatory lending

18     legislation in this nation, the strongest

19     consumer protection in the financial

20     lending industry, having been a part of

21     that as a staffer in this body -- and I'm

22     looking at a guy who was around when we

23     were working on that legislation -- we

24     didn't have a CFPB during that time.  So

25     we defined predatory lending.  And so
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2     when this legislation was proffered, I

3     commended you then and I commend you now,

4     Councilwoman Bass, for signaling, in

5     essence, the sheer disgust that this

6     legislative body had with regards to

7     those acts.

8               My concern now is that based on

9     the uncertain future of what we're going

10     to see at the federal level, I'm hoping

11     and praying that the CFPB is still

12     around, you know, to ensure that the $100

13     million fine imposed, which was the

14     largest in its history, that that is

15     allowed to concur and strengthen rules

16     and regs to ensure that this doesn't

17     happen in the future.

18               It's with that in mind that I

19     just have a few process questions that I

20     wanted to get on the record and, that is,

21     Madam Treasurer, you said that it would

22     take 18 to 25 months to sort of unwind

23     all of the services that Wells Fargo

24     currently provides to the City, as well

25     as one senior person who is solely
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2     dedicated to this effort.  In essence, do

3     you have an idea of how much this would

4     cost?  Have we quantified the cost

5     associated with this?

6               MS. JOHNSON:  Have we

7     quantified -- we have not quantified the

8     cost associated with it because, again,

9     that's the unknown.  Once we start -- if

10     this was to move forward, we would --

11     once we start the RFP process and find

12     out what the fees associated with

13     changing from one provider to another,

14     and that's when we would be able to have

15     a full accounting of what the costs would

16     be.

17               COUNCILWOMAN PARKER:  Okay.

18     Let me from a process perspective,

19     because I'm trying to understand, does

20     the City have the ability to eliminate

21     all contractual relationships with Wells

22     Fargo on its own or like does it need to

23     hire an outside firm?  What would that

24     process look like?

25               MS. JOHNSON:  One second.
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2               I just wanted to confirm with

3     the Law Department.  Our contracts are at

4     will, so we can terminate them at any

5     time.

6               COUNCILWOMAN PARKER:  So we

7     have the ability to do it without an

8     outside contractor.

9               Have we sort of quantified or

10     measured whether or not there are other

11     banks that are available now?  When I

12     sort of look at the list of things that

13     Wells Fargo addresses from a financial

14     perspective for the City in terms of the

15     accounts, have you sort of measured or

16     made a determination about what other

17     banks have the capacity?  Sort of Wells

18     does it for us now.  Have you said,

19     listen, out of the big guys who would

20     have the capacity from an administrative

21     perspective, the financial perspective to

22     manage the City of Philadelphia's

23     portfolio, we've identified that there

24     are three, that there are two, that there

25     are five others that could potentially do
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2     this?

3               MS. JOHNSON:  There are other

4     banks, and as I mentioned earlier, four

5     years ago we've done it, and now we've

6     just recently done it as far as last

7     week, RFP'd for our employee

8     disbursement, basically our payroll.  We

9     do that every four years.  And so we know

10     that there are other banks out there that

11     can handle the work, but, one,

12     transferring it over as well as what the

13     costs associated with it.  So, again, we

14     did it four years ago with our payroll,

15     and so there were four respondents,

16     inclusive of Wells Fargo, but they were

17     the lowest cost responsible bidder with

18     regards to that work four years ago, and

19     we're in the process of going through

20     that now.

21               COUNCILWOMAN PARKER:  Finally,

22     let me just ask, how does Wells' rates

23     compare with other banks' rates when you

24     sort of look at the costs associated with

25     the rates for the amount of money?  And
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2     tell me the total amount of

3     Philadelphia's portfolio.

4               MS. JOHNSON:  Their rates are

5     very comparable and actually they are the

6     lowest cost provider.  We have a list of

7     our bank fees and what we're charged from

8     our various bank accounts.  And, for

9     example, Wells has approximately 150

10     accounts and we have what their fees are

11     in total on an annual basis versus some

12     of the other banks that may have 30

13     accounts versus 15 accounts, and we can

14     provide that.

15               COUNCILWOMAN PARKER:  Has Wells

16     provided to the City of Philadelphia any

17     sort of overview and/or summary about the

18     impact of its actions on residents in the

19     City of Philadelphia and ways that it

20     will remedy all those who were impacted?

21     Have we seen a report from them?

22               MS. JOHNSON:  I have not seen a

23     report from them, but I think that is

24     something fair that we should request.

25               COUNCILWOMAN PARKER:  Okay.
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2     Thank you, Madam Chair, for the courtesy,

3     and I appreciate it.  I will find out,

4     Madam Chair, I will find out technically

5     how I should leave this hearing in an

6     effort to ensure that my vote is counted,

7     but I need to sort of go do some due

8     diligence and then come right back.

9               Thank you so very much.

10               COUNCILWOMAN BLACKWELL:  Thank

11     you very much.

12               Unless someone has an opening

13     statement, we do have others who are due

14     to testify on this project.

15               Councilman Greenlee.

16               COUNCILMAN GREENLEE:  Thank

17     you, Madam Chair.

18               I know you said in answer to

19     Councilwoman Parker you couldn't really

20     break down the costs.  Do you have like a

21     general world of what we're talking about

22     here that might be involved in -- because

23     I guess any action we take, the cost of

24     it always has to factor in.  Do you have

25     any general idea about where we are or
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2     are you not ready to go there yet?

3               MS. JOHNSON:  I couldn't just

4     off the top of my head, but we could go

5     back and definitely crunch some numbers

6     and give some estimates to the Committee.

7               COUNCILMAN GREENLEE:  Okay.

8     Thank you.

9               And when you talk about having

10     more leverage, could you just get into

11     that a little bit more, what you mean by

12     that if Wells Fargo was still a

13     depositor.

14               MS. JOHNSON:  Having more

15     leverage coming to the table, having an

16     open dialogue with them to -- one, as I

17     mentioned, holding them accountable to

18     the community as well as to the citizens

19     and trying to figure out a way to partner

20     with them in the communities that they

21     are in.

22               COUNCILMAN GREENLEE:  On

23     that -- and this is my last question.  On

24     that note, I know in previous years

25     issues were raised I think before you
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2     were the Treasurer concerning -- I know

3     former Councilman Goode particularly

4     raised the issue of lending practices to

5     minority businesses and what was felt at

6     the time that Wells Fargo was lacking

7     there.  Do you have any comment or does

8     anybody in the Administration have a

9     comment, has that situation improved?

10     Have they done any more in that area?

11               MS. JOHNSON:  Well, we are in

12     the process of doing an update to our

13     annual lending study, but I think -- and

14     I don't have that with me, but there has

15     been just across the board improvements

16     with that, and I think now that we have

17     the annual lending study, thanks to

18     former Councilman Goode, that now they're

19     being held accountable and they have to

20     report this information on an annual

21     basis.

22               COUNCILMAN GREENLEE:  So you

23     don't have the specific report on Wells

24     Fargo, is what you're saying?

25               MS. JOHNSON:  Well, the annual
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2     lending study has specifically each

3     depository that actually -- of the City

4     of Philadelphia.  So Wells Fargo is a

5     part of that.

6               COUNCILMAN GREENLEE:  And you

7     say there's been general improvement?  I

8     don't want to put words in your mouth.

9     Is that what you said?

10               MS. JOHNSON:  I think so, yes.

11               COUNCILMAN GREENLEE:  Okay.

12     All right.

13               MS. JOHNSON:  Off the top of my

14     head.

15               COUNCILMAN GREENLEE:  Okay.

16     Thank you.

17               Thank you, Madam Chair.

18               COUNCILWOMAN BLACKWELL:  Thank

19     you.

20               Councilman Bass.

21               COUNCILWOMAN BASS:  Thank you.

22               Ms. Johnson, thank you so much

23     for being here today and for all of your

24     work in the City Treasurer's office and

25     for really being on top of this issue.
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2     And I know that we have had several

3     conversations, and it has been clear to

4     me that you certainly understand what the

5     issue is at hand and that there needs to

6     be some action taken.  And so I really do

7     appreciate, I wanted to say, the work

8     that you've done up and to this point and

9     going forward, because it really is

10     appreciated.

11               One of the things that I did

12     want to mention today is some of the work

13     that's been done, and I know that you

14     know probably all of this, but for those

15     who may not know, who may be watching or

16     listening, in terms of some of the work

17     that's been done across the nation for

18     just addressing the outrage and the

19     concern that folks have about Wells Fargo

20     and predatory practices in general from

21     our banks.  We expect more.  When we put

22     our tax dollars, our public dollars in

23     the hands of an institution, we have a

24     higher expectation.  And so whether it's

25     Wells Fargo or whether it's a small
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2     vendor who is doing work at a much lower

3     level, we have the same level of high

4     expectations and that there's not going

5     to be any trickery that's going to be

6     happening which would be affecting not

7     just our taxpayers and our funds but

8     really affecting all of Philadelphians

9     who were tricked into these basically

10     scam accounts.  These aren't things that

11     I'm making up.  These aren't things that

12     I'm saying off the top of my head.  These

13     are things that Wells Fargo has admitted

14     to.

15               And so we certainly understand

16     what is really at stake here.  And I just

17     wanted to mention that five states and

18     three of the country's largest cities

19     either have suspended or are in the

20     process of suspending their business

21     activities with Wells Fargo.  And in

22     Pennsylvania, on November 3rd, just

23     recently, Wells Fargo was suspended from

24     engaging in any treasury investment or

25     trading activities for one year in
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2     Pennsylvania.

3               Wells Fargo is the second

4     largest bank in the Commonwealth, with

5     deposits of almost $37 billion and 273

6     branches, and that's again just in

7     Pennsylvania.

8               Our State Treasurer, Timothy

9     Reese, indicated, As the state's

10     financial custodian, I am very concerned

11     about the impact of Wells Fargo's conduct

12     on the state and our taxpayers.  The

13     bank's actions call into question its

14     internal controls and culture, and until

15     the bank further fixes these problems,

16     they will not be eligible for investment

17     or trading work with the Treasury.

18               In Los Angeles, we know that

19     Wells Fargo provides the bulk of the

20     city's banking services under a 2008

21     contract, which is set to expire next

22     year.  The city will be requesting bids

23     from banks for a new contract.  And on

24     November 22nd, 2016, Los Angeles City

25     Council approved the following motions:
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2     They requested that the city's Office of

3     Finance require banks bidding for the

4     city's business to certify that their

5     practices are not predatory.  They ask

6     the city's Attorney's Office to draft an

7     ordinance that would amend the city's

8     responsible banking ordinance to include

9     more protections for whistle blowers who

10     report suspected illegal bank activity,

11     and they called for the city Finance

12     Office to investigate whether Wells Fargo

13     created false or unauthorized accounts

14     for the city.  And from Councilman Paul

15     Koretz, there was a statement that, It's

16     my hope and goal that the steps we've

17     taken today will protect the financial

18     health of our city and stop banks who

19     receive large amounts of taxpayer dollars

20     from ripping off Los Angeles residents.

21               And I think if they do it in

22     Los Angeles, we can certainly do it here.

23               In Seattle, Washington, Wells

24     Fargo was awarded a contract in 2013 to

25     provide banking services to the City of
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2     Seattle.  On October 7th, 2016, Seattle's

3     Mayor and City Council announced Wells

4     Fargo would no longer be the lender on a

5     $100 million bond financing deal for the

6     city's public utility, Seattle City

7     Light.  And the statement from the Mayor

8     said that, The people of Seattle expect

9     far better from the city's business

10     partners.

11               In Chicago, on October 5th of

12     this year, the City of Chicago City

13     Council approved a one-year suspension

14     for Wells Fargo from city business.  The

15     ban includes bond underwriting,

16     brokerage, trustee, and other services

17     the bank has provided the city.

18               In Ohio, the State of Ohio,

19     since 2012, Wells Fargo has participated

20     in roughly $830 million in Ohio state

21     bond offerings.  On October 14th of this

22     year, it was announced that Ohio was

23     suspending Wells Fargo from doing

24     business with state agencies for one

25     year, and this includes banning any
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2     financial services contracts that the

3     state agencies under the Governor's

4     authority may have with Wells Fargo,

5     prohibiting Wells Fargo from

6     participating in any future state bond

7     offerings that Ohio may make.  And from

8     the Governor, Governor John Kasich, his

9     statement was that, This company has lost

10     the right to do business with the State

11     of Ohio because its actions have cost it

12     the public's confidence.

13               The State of Massachusetts

14     announced on October 14th of this year

15     that it will stop using Wells Fargo as a

16     bond underwriter for one year.

17               In Illinois, Wells Fargo, which

18     buys commercial paper and other

19     short-term investments for Illinois, on

20     October 3rd of this year, the Illinois

21     State Treasurer announced the following

22     sanctions:  suspension of investments in

23     all Wells Fargo debt securities for one

24     year, suspension of the use of Wells

25     Fargo as a broker dealer for the purchase
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2     of investments for one year, an audit to

3     determine if improperly opening new bank

4     accounts complied with Illinois law.

5               And I could go on and on and

6     on.  There's still more to say about

7     Wells Fargo, the impact that they've had

8     and particularly the impact that they've

9     had on low-income folks, folks who could

10     not fight back.  We have no idea of the

11     real scope of this problem.

12               And so while we've had numerous

13     conversations and while I certainly

14     understand your understanding of what it

15     is that we're trying to do here, what it

16     is we're trying to effect, I recognize

17     that it's not easy.  I recognize that

18     these are very complicated financial

19     transactions.  I recognize that there is

20     possibly costs associated with changing

21     depositories, but when we're doing

22     something that's right, it's always the

23     right time to do what's right, and we

24     cannot stop because it's going to cost us

25     money.  We cannot stop doing what's right
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2     because it's going to inconvenience us.

3     And I just think of where we would be on

4     so many other things if we hadn't taken a

5     stand on numerous issues, whether it was

6     apartheid or whether it was Jim Crow and

7     segregation or how we use our dollars.

8     We have voted with our dollars throughout

9     time in this country, and I would just

10     say to you that I think that this is

11     something worth pursuing, and I hope that

12     the Treasurer's Office and the

13     Administration can certainly understand

14     and find a way to be in agreeance with

15     what we need to do.

16               Thank you.

17               MS. JOHNSON:  Thank you.

18               COUNCILWOMAN BLACKWELL:  Thank

19     you very much.

20               We want to postpone the rest of

21     our testimony for a moment on 160873 and

22     do as we promised.  We're going to ask

23     the Clerk to read the title of Bill

24     160872 and ask Dr. Thomas Farley, Health

25     Commissioner, Department of Public
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2     Health, and Bill Ryan, Urban Healthcare

3     Coalition, to come forward.

4               The others who are sitting

5     there, don't go far.  We'll get you.

6               THE CLERK:  160872, an

7     ordinance amending Chapter 19-3500 of The

8     Philadelphia Code, entitled "Hospital

9     Assessments," to make changes to conform

10     to State law, including by providing by

11     exemption for certain cancer hospitals,

12     all under certain terms and conditions.

13               (Witnesses approached witness

14     table.)

15               COUNCILWOMAN BLACKWELL:  Thank

16     you.

17               Please introduce yourself for

18     the record and begin your testimony.

19     Thank you both.

20               COMMISSIONER FARLEY:  Good

21     afternoon, Councilwoman Blackwell and

22     Finance Committee members.  I'm

23     Dr. Thomas Farley, the Commissioner of

24     Health for Philadelphia.  I'm pleased to

25     say a few words in support of
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2     Philadelphia's hospital assessment

3     ordinance.

4               First, a little background.

5     The purpose of this ordinance is to renew

6     an existing assessment that has been in

7     place since 2009.  The assessment is a

8     tax on hospitals, which is paid initially

9     to the City of Philadelphia.  The City

10     then forwards most of those funds to the

11     Commonwealth to serve as matching funds

12     for the state Medicaid program.  These

13     matching funds enable Pennsylvania to

14     draw down additional federal funds for

15     Medicaid.  As you know, Medicaid is the

16     program that provides health insurance to

17     people with little or no income.

18               Next, I want to talk about who

19     benefits from this ordinance.  First,

20     hospitals benefit.  Overall, hospitals

21     receive about 50 million more in Medicaid

22     funding each year than they would without

23     this assessment.  A large portion of

24     these funds are federal dollars that

25     would otherwise not flow into the City.
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2     This tax has broad support among our

3     City's hospitals and has had support for

4     many years.

5               Second, the City also benefits.

6     This assessment provides 8 million

7     annually to the City Health Department

8     and is used to fund its health centers.

9     This helps us defray the cost of

10     administering the assessment and it

11     increases our ability to serve low-income

12     patients.

13               But, more importantly,

14     Philadelphians living in poverty benefit.

15     They benefit by having better access to

16     healthcare when they need it.

17               This assessment has the support

18     and approval from the Pennsylvania

19     Legislature as well as the federal

20     Centers for Medicare and Medicaid

21     Services, or CMS.

22               In order for the assessment to

23     be levied, the State Legislature must

24     pass legislation enabling the City to

25     impose the assessment.  Then the City
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2     must pass legislation requiring hospitals

3     to pay it.  The state enabling

4     legislation was passed initially in 2009,

5     and this year the state legislation was

6     extended through June 30th, 2019.  This

7     City ordinance would do the same, simply

8     renewing the existing hospital assessment

9     through 2019.

10               The bill also clarifies that

11     cancer hospitals are excluded from the

12     assessment.  Cancer hospitals as well as

13     other specialty hospitals have been

14     excluded from the assessment since its

15     inception, as permitted by federal

16     regulation.

17               There is no change from the

18     past practice since 2009.

19               The Commonwealth of

20     Pennsylvania's enabling legislation

21     language was modified to ensure and

22     clarify this continued exclusion.

23               The Administration strongly

24     supports this proposed legislation.

25               I'm happy to answer any of your
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2     questions.

3               COUNCILWOMAN BLACKWELL:  Thank

4     you.

5               MR. RYAN:  On behalf of the

6     Einstein Healthcare Network, our CEO,

7     Barry Freedman, and the Urban Healthcare

8     Coalition, I'd like to thank the

9     Committee for the opportunity to comment

10     on Ordinance 160872 amending Chapter

11     19-3500 of The Philadelphia Code

12     submitted by Councilwoman Bass.  The

13     ordinance would reauthorize and extend

14     the Philadelphia hospital assessment as

15     well as making conforming technical

16     changes consistent with the law.

17               My name is Bill Ryan.  I serve

18     as the Assistant Vice President of

19     Government Relations and Public Affairs

20     at Einstein Healthcare Network.  As you

21     may be aware, Einstein is one of the

22     safety net hospitals located in Northwest

23     Philadelphia, and we serve a high volume

24     of Philadelphians who rely on the

25     Medicaid program.
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2               Along with Temple University

3     Health System and other major Medicaid

4     providers across the Commonwealth,

5     Einstein is a member of the Urban

6     Healthcare Coalition, a statewide

7     coalition of high Medicaid hospitals.  In

8     fact, the Coalition's membership serves

9     approximately 25 percent of the Medicaid

10     population in the Commonwealth.

11               It should be noted that more

12     than 600,000 Philadelphians rely on the

13     Medicaid program, nearly half the City's

14     population.  To put it in further

15     context, there are more people in

16     Philadelphia who depend on Medicaid for

17     health coverage than the entire

18     population of the City of Pittsburgh.  So

19     the funding generated through Chapter

20     19-3500, also known as the Hospital

21     Assessment, is critical to serving these

22     residents and the neighborhoods of

23     Philadelphia.  Under this program,

24     hospitals are, in effect, assessing or

25     taxing ourselves to generate the
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2     necessary funds to draw down additional

3     Medicaid matching dollars to serve

4     residents of the City.

5               The Philadelphia hospital

6     assessment has enabled City hospitals to

7     continue emergency department and other

8     critical services, while making sure that

9     there is access to primary care across

10     our neighborhoods.

11               Einstein Healthcare Network and

12     the Urban Healthcare Coalition strongly

13     support continuation of Chapter 19-3500

14     and supports the conforming technical

15     amendments proposed by Councilwoman Bass.

16               We have consulted with our

17     colleagues within the Urban Healthcare

18     Coalition and the Hospital and Health

19     System Association of Pennsylvania, all

20     of whom support this amendment.

21               For the record, Einstein was

22     the first and only hospital system to

23     support this when it was first proposed

24     under Governor Rendell.

25               We support continuation because
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2     we recognize emergency departments

3     provide more than just emergency and

4     critical care.  For many, we are the de

5     facto primary care networks for many

6     Philadelphians.

7               A recent survey of emergency

8     departments in North Philadelphia

9     indicate that during a six-month period

10     of time, 194 people accessed the

11     emergency department ten times or more,

12     39 accessed the ED 20 times or more, and

13     one individual accessed it 88 times in a

14     six-month period of time.  This data

15     underscores not only the demand on public

16     emergency department services, but also

17     the need for hospitals, the Commonwealth,

18     and City to collaborate to ensure

19     Medicaid recipients receive the right

20     care in the right place at the right

21     time.

22               To address this challenge, the

23     Commonwealth recently unveiled the Health

24     Enterprise Zone, focusing on the eight

25     mile stretch of North Philadelphia on
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2     Broad Street.  Running from the

3     Montgomery County line to the north side

4     of City Hall, there are nearly 300,000

5     residents who are served by the Medicaid

6     program.  That's nearly 13 percent of the

7     state's Medicaid population.

8               Within this zone, there are

9     five hospitals, four health systems,

10     three of them teaching hospitals, and two

11     universities.

12               Yet despite these many

13     resources, nearly 135,000 residents live

14     below the federal poverty level, twice

15     the national average, and many suffer

16     from chronic conditions and other health

17     risk factors.  The tragic fact is life

18     expectancy for our children living within

19     this zone can be 20 years shorter than

20     our children living in wealthier

21     neighborhoods.

22               The goal of the HEZ is to

23     encourage collaboration between various

24     healthcare providers, community groups,

25     educational institutions, and government
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2     to provide -- to improve the health

3     status for the residents of North

4     Philadelphia.

5               The HEZ is more than a

6     healthcare initiative.  It is an

7     initiative focusing on health of an

8     overall community.  While Einstein has

9     agreed to coordinate the healthcare

10     community, Temple University has agreed

11     to lead the educational efforts, which

12     will include coordination with the

13     Philadelphia schools, both public and

14     private, and the Chamber of Commerce of

15     Greater Philadelphia will lead the

16     community and civic organizations.  This

17     multi-faceted approach recognizes that to

18     improve health status, we must also work

19     to address the social determinants of

20     health, such as housing, education, and

21     violence.

22               Continuation of the hospital

23     assessment is an important part of the

24     foundation for the success of this

25     initiative.  Without stable financing
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2     programs, access to critical care

3     services would be placed at risk.

4               Moreover, leaving aside health

5     access issues, the failure to extend this

6     critical Medicaid funding program would

7     undermine the financial health of many

8     high Medicaid hospitals across the City,

9     which in turn would negatively impact

10     jobs and our local economy.  Hospitals

11     are among the largest private-sector

12     employers in the City.

13               Einstein Healthcare Network and

14     the Urban Coalition strongly urge the

15     Finance Committee to approve Ordinance

16     160872 as proposed, and we urge the full

17     Council to do so as well.

18               Thank you for this opportunity,

19     and happy to answer any questions.

20               COUNCILWOMAN BLACKWELL:  Thank

21     you very much.

22               Are there any questions?

23               Councilwoman Blondell Reynolds

24     Brown.

25               COUNCILWOMAN BROWN:  Good
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2     afternoon, gentlemen.  So reduce to lay

3     language for me.  I'm trying to get the

4     connect between a continuing tax

5     assessment and Medicaid patients.  You've

6     spoken about both, but I missed the

7     connect.

8               COMMISSIONER FARLEY:  Let me

9     give it a try.  The City taxes the

10     hospitals.  The money flows into the

11     City, which then passes on to the state,

12     and the state uses that as required match

13     for the federal Medicaid program to drawn

14     down additional federal dollars.  Those

15     additional federal dollars then in turn

16     go to the hospitals or the Medicaid

17     providers.  So a net, the providers are

18     getting additional Medicaid funds to

19     provide care for Medicaid patients.  And

20     so they're getting more than the amount

21     of the tax.  So the net, it's a positive

22     for providers, it's a positive for the

23     City, and it's the additional value to

24     the patients.

25               COUNCILWOMAN BROWN:  Okay.  So
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2     is it fair to say then that Medicaid

3     patients are winners in this?

4               COMMISSIONER FARLEY:  Yes.

5               COUNCILWOMAN BROWN:  Okay.

6     Thank you.

7               COUNCILMAN HENON:  Vice Chair

8     recognizes Councilman Domb.

9               COUNCILMAN DOMB:  Thank you,

10     Mr. Vice Chair.

11               I just have a question.  Is

12     there any downside to us not approving

13     this?  I mean, it sounds like there's

14     nothing negative.  Is there something

15     that we're missing?

16               COMMISSIONER FARLEY:  Well, if

17     it were not approved, then we would have

18     a fairly major loss of Medicaid funds to

19     the City.

20               COUNCILMAN DOMB:  Right.  But

21     there's no financial downside to

22     approving it?

23               COMMISSIONER FARLEY:  There's

24     no financial downside to approving this.

25               COUNCILMAN DOMB:  Okay.  I have



Committee on Finance
November 29, 2016

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

Page 39

1     11/29/16 - FINANCE - BILL 160326, ETC.

2     no further questions.  Thanks.

3               COUNCILMAN HENON:  Any other

4     members on the Committee wish to speak on

5     Bill No. 160872?

6               (No response.)

7               COUNCILMAN HENON:  Anyone else

8     here today that would like to speak on

9     Bill No. 160872?

10               The Chair recognizes

11     Councilwoman Bass.

12               COUNCILWOMAN BASS:  I just

13     wanted to, number one, thank the

14     Commissioner for his hard work and also

15     Mr. Ryan for your hard work on this bill

16     and this piece of legislation, and it was

17     just really a pleasure to work with you

18     and to be able to bring it to the

19     Committee.  So thank you so much for all

20     of your hard work.

21               COMMISSIONER FARLEY:  Thank you

22     very much for sponsoring it.

23               COUNCILMAN HENON:  Boy, I like

24     win-win situations.  Thank you.

25               So no one else here to speak on
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2     Bill No. 160872?

3               (No response.)

4               COUNCILMAN HENON:  Thank you

5     for your time and your testimony.

6               We will now hear testimony for

7     Bill No. 161001.

8               THE CLERK:  Bill No. 161001, an

9     ordinance constituting the Fifteenth

10     Supplemental Ordinance to the Amended and

11     Restated General Airport Revenue Bond

12     Ordinance; authorizing the Mayor, the

13     City Controller and the City Solicitor,

14     or a majority of them, to issue and sell

15     one or more series of tax-exempt or

16     taxable Airport Revenue Bonds or Notes of

17     the City of Philadelphia; setting forth

18     the use of proceeds of such Bonds or

19     Notes; determining the sufficiency of

20     pledged Amounts Available for Debt

21     Service; covenanting for the payment of

22     interest and principal; authorizing the

23     Bond Committee to take certain action

24     with regard to the terms and conditions

25     of the airport revenue bonds or notes and
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2     related agreements and the elections

3     under the Amended and Restated General

4     Airport Revenue Bond Ordinance;

5     authorizing the Director of Finance to

6     take certain actions with regard to the

7     sale of such airport revenue bonds or

8     notes, the investment of the proceeds

9     thereof and the City's continuing

10     disclosure obligation; and specifying

11     applicability of sections of The First

12     Class City Revenue Bond Act and the

13     Amended and Restated General Airport

14     Revenue Bond Ordinance.

15               (Witnesses approached witness

16     table.)

17               COUNCILWOMAN BLACKWELL:  Thank

18     you very much.

19               Please identify yourself again

20     to the record and begin your testimony.

21               MS. JOHNSON:  Good afternoon

22     again.  I'm Rasheia Johnson, the City

23     Treasurer of the City of Philadelphia,

24     and with me this afternoon is Tracy

25     Borda, Chief Financial Officer at the
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2     Philadelphia International Airport.  I'm

3     here to testify in favor of Bill No.

4     161001.

5               Bill No. 161001 would provide

6     authorization to issue Airport Revenue

7     Bonds and Airport Revenue Refunding

8     Bonds, collectively the Bonds, in an

9     aggregate principal amount of up to $815

10     million, exclusive of original issue

11     discount.

12               The ordinance authorizes the

13     issuance of $325 million of Airport

14     Revenue Bonds to pay for projects which

15     consist of capital improvements to the

16     airport system that are authorized and

17     included in the capital budget of the

18     City; the construction of such other

19     improvements to and facilities in the

20     airport system; and for the acquisition,

21     demolition or replacement of such other

22     real property or property of a capital

23     nature for the use in operation,

24     maintenance, and administration of the

25     airport system and for
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2     transaction-related costs.

3               In addition, the ordinance

4     authorizes the refunding or defeasance of

5     a portion of the outstanding Airport

6     Commercial Paper Notes and the City's

7     outstanding Airport Revenue Bonds, Series

8     2007A, Series 2007B, and Series 2009A

9     bonds in an amount not to exceed $490

10     million.  Candidates for refunding shall

11     be identified and selected based on our

12     existing debt policy.  It is the City's

13     policy to issue refunding bonds if such

14     issuance is supported by an analysis that

15     evaluates multiple factors as laid out in

16     the City's debt policy, including present

17     value savings on a maturity-by-maturity

18     basis and within the entire transaction.

19     It is expected that the net debt service

20     after the authorized refunding will be

21     lower than the existing debt service.

22               This concludes my testimony,

23     and I'm happy to answer any questions

24     that you may have at this time.

25               COUNCILWOMAN BLACKWELL:  Are
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2     there any questions?

3               All right.  Councilman Domb.

4               COUNCILMAN DOMB:  I just want

5     to make sure I understand this.  You're

6     asking for approximately $815 million?

7               MS. JOHNSON:  That's correct.

8               COUNCILMAN DOMB:  And 350

9     million is going into capital

10     improvements at the Airport?

11               MS. JOHNSON:  Yes.

12               COUNCILMAN DOMB:  And I guess

13     460 million is going into other items at

14     the Airport.  Is that the refinanced

15     piece?

16               MS. JOHNSON:  The 490 is the

17     refinancing.

18               COUNCILMAN DOMB:  What is the

19     anticipated savings on the refinance for

20     the interest difference?

21               MS. BORDA:  Good afternoon.

22     I'm Tracy Borda with the Airport.

23               Right now under the current

24     rates, we are projecting potentially for

25     the bonds that Rasheia mentioned,
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2     specifically 2007, 2009, we're looking at

3     almost a $29 million present value

4     savings, almost 12.2 percent savings over

5     the life of the bonds.

6               COUNCILMAN DOMB:  29 million

7     over the life of the bonds?  What is it

8     annually?

9               MS. BORDA:  I don't have that

10     number in front of me.

11               COUNCILMAN DOMB:  What's the

12     term of the bond?

13               MS. BORDA:  Well, the 2007

14     bonds, they were -- both were 30-year

15     bonds, 2007, 2009.  So there's about

16     another 20 years, approximately.

17               COUNCILMAN DOMB:  And there's

18     no pre-payment penalty on those bonds?

19               MS. JOHNSON:  No.

20               MS. BORDA:  I don't believe so,

21     no.

22               MS. JOHNSON:  No, there is not

23     a pre-payment penalty on the bonds.

24               COUNCILMAN DOMB:  So what was

25     the interest rate that they were issued
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2     at; do you know?

3               MS. JOHNSON:  The coupons at

4     the time of issuance were -- they vary

5     between 5 percent and 5.375.

6               COUNCILMAN DOMB:  And what do

7     we anticipate in refinancing, at what

8     rate today?

9               MS. JOHNSON:  Right now based

10     on yields --

11               MS. BORDA:  It was between 2

12     and a half and 3 and a half percent.

13               COUNCILMAN DOMB:  Because

14     recently with the election, we've seen

15     rates go up, and I think they're going to

16     continue to go up.  So if you're going to

17     do this refinancing, you want to lock in

18     sooner than later.

19               MS. BORDA:  You're absolutely

20     correct.  The soonest we could lock in

21     would be March 2017.  So it's a ten-year

22     call.

23               MS. JOHNSON:  The bonds cannot

24     be advance refunded, so they will be

25     currently callable -- they have a June
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2     call date.  So the earliest we could do

3     it is March.

4               COUNCILMAN DOMB:  So of this

5     refinancing, only really 350 is new

6     money.  The rest is refinancing existing

7     money.

8               MS. JOHNSON:  That's connect.

9               COUNCILMAN DOMB:  And how are

10     we going to pay back the 350?

11               MS. BORDA:  All of the bonds

12     are paid back through the airline rates

13     and charges that we do at the Airport.

14     So we collect non-airline revenues

15     through the concessions and parking, and

16     then the balance of our costs to operate

17     the Airport during the year are

18     through -- are collected through the

19     airline rates and charges.

20               COUNCILMAN DOMB:  And what do

21     you think the term will be for this

22     refinancing?  Is this 15 years or 10

23     years or 20 years?

24               MS. BORDA:  It will be for the

25     remainder of the 20-year.
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2               MS. JOHNSON:  The 20-year.  We

3     do not extend the life of bonds when we

4     refinance them.

5               COUNCILMAN DOMB:  Thank you.

6     Thank you very much.

7               MS. JOHNSON:  Thank you.

8               COUNCILWOMAN BLACKWELL:

9     Councilman Henon.

10               COUNCILMAN HENON:  Good

11     afternoon.  Thank you for your testimony.

12     Just one quick question.  So we're

13     potentially authorizing $815 million, 325

14     million is for revenue bonds for

15     projects.  Is that to pay back the

16     commercial paper loans that we have down

17     there for the capital improvement?

18               MS. JOHNSON:  No.  The

19     refinancing of the commercial paper is in

20     the 490.

21               COUNCILMAN HENON:  Oh, it's in

22     the 490?

23               MS. JOHNSON:  Yeah.  That's

24     where we take out the short-term

25     commercial paper and fix out long-term
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2     bonds as well as --

3               COUNCILMAN HENON:  How much is

4     the commercial paper that we're -- it's

5     not the 490, is it?

6               MS. JOHNSON:  No.  Right now

7     it's 250.

8               COUNCILMAN HENON:  It's 250?

9               MS. JOHNSON:  Yes.

10               COUNCILMAN HENON:  And that

11     would free up some of our paper, so we

12     could -- basically paying as we go --

13               MS. JOHNSON:  That's correct.

14               COUNCILMAN HENON:  -- for the

15     projects, and it would free it up for

16     more economic development and capital

17     improvements at the Airport?

18               MS. JOHNSON:  That's correct.

19               COUNCILMAN HENON:  Thank you.

20     I have no further questions.

21               COUNCILWOMAN BLACKWELL:  Thank

22     you.

23               Any other questions?

24               (No response.)

25               COUNCILWOMAN BLACKWELL:  Thank
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2     you very much.

3               We will go to Bill No. 160326.

4     Will the Clerk read the title of the

5     bill.

6               THE CLERK:  An ordinance

7     amending Section 19-1701 of The

8     Philadelphia Code, entitled "Tax Review

9     Board," by providing a limited exception

10     to the requirement that all hearings be

11     public, all under certain terms and

12     conditions.

13               (Witness approached witness

14     table.)

15               MS. WEISS:  Good afternoon.

16               COUNCILWOMAN BLACKWELL:  Thank

17     you very much.  Please identify yourself

18     and begin your testimony.

19               MS. WEISS:  Good afternoon,

20     Chairwoman Blackwell and members of the

21     Committee.  I'm Paula Weiss, the

22     Executive Director of the Office of

23     Administrative Review, and I'm here to

24     testify in support of Bill No. 160326

25     proposed by the Administration and



Committee on Finance
November 29, 2016

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

Page 51

1     11/29/16 - FINANCE - BILL 160326, ETC.

2     graciously sponsored on behalf of the

3     Council President by Councilman Henon.

4               This bill will specifically

5     amend Philadelphia Code Section

6     19-1701(3)(e), which governs the

7     operation of the Philadelphia Tax Review

8     Board, to bring the City's rules

9     governing the confidentiality of taxpayer

10     information disclosed in Tax Review Board

11     proceedings into compliance with recent

12     state requirements.  Currently, the Code

13     section provides that all hearings of the

14     Tax Review Board shall be open to the

15     public.

16               However, Section 3 of Act 106

17     of 2013, which became effective at the

18     state level on February 18th, 2014,

19     requires all information about taxes

20     other than real estate taxes be treated

21     as confidential tax information when

22     gained during an administrative hearing

23     or in other tax inquiries, such as

24     returns, audits, and investigations.

25               This provision of the Act
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2     serves the crucial goal of facilitating

3     collections by allowing taxpayers to

4     freely reveal personal or proprietary

5     information critical to determining tax

6     liability without fear of the public or

7     competitors gaining access to it.

8               The bill before you amends our

9     own local code to be consistent with Act

10     106 by providing that administrative

11     review hearings are to be closed to the

12     public where confidential tax information

13     will be the subject of the hearing.

14               Because of the mandatory nature

15     of Act 106, the Tax Review Board is

16     operationally in compliance with its

17     requirements.  The Administration

18     requests that Council amend The

19     Philadelphia Code to be consistent with

20     state law and to reflect the Board's

21     actual practice and procedure since Act

22     106 became effective.  Moreover, keeping

23     this provision of the Code consistent

24     with state law will help avoid confusion

25     for taxpayers and their advocates.
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2               Therefore, I respectfully

3     request that the Committee give Bill No.

4     160326 its favorable recommendation and,

5     furthermore, to seek a suspension of the

6     rules so as to allow for first reading of

7     this bill at the next session of Council.

8               Thank you for the opportunity

9     to appear before you today, and I'd be

10     happy to answer any questions you may

11     have.

12               COUNCILWOMAN BLACKWELL:  Thank

13     you, Ms. Weiss.

14               Any questions?

15               (No response.)

16               COUNCILWOMAN BLACKWELL:  Thank

17     you very much.

18               And now we will hear Bill No.

19     160810.

20               Will the Clerk read the title

21     of the bill.

22               THE CLERK:  An ordinance

23     amending Chapter 19-1400 of The

24     Philadelphia Code, entitled "Realty

25     Transfer Tax," by closing certain
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2     loopholes, including by amending the

3     definition of "value" as it relates to

4     acquired real estate companies, the

5     definitions of "real estate company" and

6     "acquired real estate company," all under

7     certain terms and conditions.

8               (Witness approached witness

9     table.)

10               COUNCILWOMAN BLACKWELL:  Thank

11     you very much.  We will now call on the

12     sponsor of the bill, Councilman

13     Taubenberger, to make remarks.

14               COUNCILMAN TAUBENBERGER:  Thank

15     you, Chairwoman Blackwell.

16               COUNCILWOMAN BLACKWELL:  Thank

17     you.

18               COUNCILMAN TAUBENBERGER:  I

19     would like to thank you and the eight

20     other City Council colleagues who

21     co-sponsored this important bill with

22     me - Council President Clarke,

23     Councilmembers Gym, Henon, O'Neill,

24     Parker, Reynolds Brown, and Squilla.  All

25     of us strongly support this legislation
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2     primarily in the interest of fairness.

3     Far too long large corporations have

4     avoided paying all or part of the City's

5     realty transfer tax, any major commercial

6     real estate transactions.  This bill

7     would effectively close the legal

8     loopholes that companies have exploited

9     and assure that the City receive every

10     available dollar it is owed.

11               Our real estate market is red

12     hot right now, making this an ideal time

13     to introduce this legislation.  This bill

14     would level the playing field between the

15     average everyday buyers and sellers of

16     real estate and the ones who pay transfer

17     tax in full and the large entities that

18     have the resources to avoid paying the

19     tax in part or in full.

20               There are two prongs to this

21     bill.  The first prong would end the

22     practice of structuring real estate deals

23     so transfer taxes paid against a

24     property's assessed value, which is much

25     lower than its actual purchase price.
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2     This legislation would end this practice

3     by having the City assess on actual

4     amount paid for the corporate entity

5     rather than the value of the real estate.

6               The second prong of the bill

7     cracks down the so-called 89-11

8     transactions in which the transfer tax is

9     avoided by having the sellers retain the

10     stake of 11 percent or more in a property

11     for four years or longer so no deed is

12     ever recorded at the time of sale and no

13     tax is paid.  Under this bill, sellers

14     would have to retain a stake of 25

15     percent in a property and hold it for

16     more than six years.

17               This important legislation was

18     developed after several valuable meetings

19     with the Revenue Department, the City

20     Solicitor.  Mayor Kenney supports this

21     bill, and we're grateful for his support.

22     We look forward to a productive and

23     engaging hearing on this bill, and I

24     thank you very much, Madam Chair.

25               COUNCILWOMAN BLACKWELL:  Thank
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2     you, Councilman.

3               COMMISSIONER BRESLIN:  Good

4     afternoon, Chairwoman Blackwell and

5     members of the Committee on Finance.  My

6     name is Frank Breslin.  I'm the

7     Commissioner of the Department of

8     Revenue.  I am here today to testify in

9     support of Bill No. 160810, which amends

10     the realty transfer tax, altering two

11     provisions to ensure that the full amount

12     due on transactions is paid.

13               The majority of Philadelphia

14     businesses and residents pay their taxes

15     and do not go out of their way to find

16     opportunities for creative accounting or

17     loopholes.  For most Philadelphians and

18     for most real estate sales, the

19     calculation of the realty transfer tax is

20     straightforward.  Three percent of the

21     purchase price is paid at the time of

22     sale to the City of Philadelphia.  There

23     is another 1 percent paid to the

24     Commonwealth of Pennsylvania.  For a

25     residential home selling for $100,000,
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2     that translates into $3,000 in

3     Philadelphia realty transfer tax,

4     significant but not so large as to

5     justify hiring lawyers and accountants to

6     advise on ways to structure a sale to

7     lessen the tax due.

8               There are, however, a small

9     number of often very large transactions

10     where the financial instruments and

11     number of parties involved are very

12     complex.  For a $100 million sale of a

13     Center City office tower, the $3 million

14     tax bill creates an incentive to find

15     ways to reduce the burden.

16               At times, the parties involved

17     have sought to find gray areas in the law

18     to pay less than one might reasonably

19     expect, enabling them to pay less than

20     the 4 percent your average homeowner

21     pays.  The Law and Revenue Department

22     have worked together for years to

23     identify transactions in those gray

24     areas, then conducting audits, making

25     assessments and filing lawsuits when
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2     necessary.  These efforts have been

3     successful.  However, given the dollars

4     at stake in these transactions, it is not

5     surprising that new workarounds and

6     dodges are regularly being developed.

7     Rather than expend legal and audit staff

8     time to catch these after a sale has

9     taken place, we prefer to make clear

10     exactly what the rules are in advance

11     through legislation and regulation.

12               Bill No. 160810 takes aim at

13     two methods being used to reduce the tax

14     due.  The first is a change to what is

15     referred to as an 89-11 transaction.

16     Today, as long as not more than 89

17     percent of a property is sold within

18     three years, the transaction is not

19     taxable.  With Bill 160810, this

20     threshold will become more stringent.  If

21     75 percent or more of the property is

22     sold over a six-year period, then the

23     realty transfer tax will be due.

24     Businesses that sought to avoid the tax

25     by waiting three years to sell the last
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2     11 percent will now have to wait six

3     years before selling the remaining 26

4     percent.  The intention is to reduce the

5     incentives to avoid the tax and increase

6     the risks associated with only selling a

7     bit at a time, while preserving the

8     flexibility for entities seeking true

9     ongoing joint ownership of a property.

10               The second change in this bill

11     addresses how to calculate the tax when

12     it is not the property by itself that was

13     sold, but instead a business that owns

14     personal property.  Currently, these

15     transactions are taxable, but since there

16     isn't a price for just the property,

17     taxpayers may use the Office of Property

18     Assessment's, OPA's, market value to

19     calculate the 3 percent tax owed to the

20     City.  While there have been tremendous

21     improvements to the accuracy of OPA

22     values, it is not possible to keep on top

23     of a hot real estate market.  Some deals

24     are structured to sell a company that

25     does nothing but own the building, so
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2     they can use the OPA value rather than

3     what a buyer would actually pay for the

4     property.  Imagine a property with an OPA

5     value of $90 million that a purchaser is

6     willing to pay $100 million for.  If

7     instead of paying $100 million for the

8     property and paying the 3 million in

9     realty transfer tax the buyer pays $100

10     million to buy the company that owns the

11     building and the tax is calculated on the

12     $90 million OPA value, the tax savings on

13     that 10 million difference is $300,000,

14     enough to cover the salary for half a

15     dozen police officer recruits.  With the

16     change proposed in this bill, the value

17     paid for the company owning the real

18     estate will be used to calculate the tax

19     due, unless the parties in the

20     transaction can demonstrate that the

21     formulation wasn't correct.

22               It is not possible to predict

23     exactly how much revenue these changes

24     will generate.  There are typically just

25     a handful of major property sales each
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2     year, and one sale more or less paying

3     the full amount of tax can have a

4     multi-million-dollar impact on City

5     finances.  If no one was planning on

6     using these creative strategies, then it

7     will still serve as a deterrent for

8     future transactions that attempt to skirt

9     the tax.  Everyone from the first-time

10     home buyer to the corporate real estate

11     conglomerates need to pay their fair

12     share of the realty transfer tax, and

13     this bill brings us closer to that goal.

14               The Department of Revenue fully

15     supports this bill and appreciates the

16     ongoing support of City Council for

17     efforts to collect taxes and other fees

18     and fines.

19               Thank you, and I'm happy to

20     answer any questions.

21               COUNCILWOMAN BLACKWELL:  Thank

22     you very much.

23               Councilman Henon.

24               COUNCILMAN HENON:  Thank you,

25     Madam Chair.
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2               Just a couple of quick

3     questions.  How many transactions of this

4     scale would you estimate or could you

5     estimate that occurs annually?

6               COMMISSIONER BRESLIN:  That is

7     really difficult to answer.  So I don't

8     have those kind of numbers.  Difficult to

9     tell the 89-11.  To identify the 89-11

10     transactions, we have auditors that look

11     at documents to try to find those, but

12     this goes a long way in preventing

13     those -- well, making it more stringent

14     so that less of those transactions will

15     take place that can avoid the tax.

16               One of the things I can tell

17     you is in Fiscal Year '15, there were 242

18     large apartment building sales.  There

19     were 88 office building sales.  So any of

20     those transactions could potentially be

21     structured this way to avoid the tax.

22               COUNCILMAN HENON:  But you

23     wouldn't know until year four or year

24     three?

25               COMMISSIONER BRESLIN:  Right.
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2     It's an ongoing process for us to try to

3     identify these transactions.

4               COUNCILMAN HENON:  These seem

5     complicated.

6               COMMISSIONER BRESLIN:  And then

7     look into them to see -- we look into the

8     ones that we think are not appropriate.

9     So they're not bona fide 89-11

10     transactions where that 11 percent is

11     being transferred in less than the

12     three-year holding requirement.

13               COUNCILMAN HENON:  Are there

14     best practices, state realty transfer tax

15     that have best practices that are built

16     in to ensure tax compliance to this

17     degree, do you know, elsewhere?

18               COMMISSIONER BRESLIN:  I don't

19     know --

20               COUNCILMAN HENON:  Or are we

21     just coming up with our own formula?

22     We're creating our own best practice?

23               COMMISSIONER BRESLIN:  It's a

24     little unique here, because within the

25     Commonwealth, we have the highest rate,
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2     and even nationally our real estate

3     transfer tax at 3 percent for the City

4     and 1 percent for the Commonwealth is

5     high.  So there's more incentive to

6     structure these transactions.

7               These transactions are very

8     costly to construct because they require

9     accountants, attorneys to structure the

10     deals.  So they'll only happen where the

11     savings are significant enough to warrant

12     that kind of structuring.

13               COUNCILMAN HENON:  I think,

14     again, just for the record, I think the

15     sponsor and the Administration working

16     together formulating our own best

17     practices to try to capture that transfer

18     tax because, as you indicated, it is 3

19     percent with the State and the City, so

20     it's kind of --

21               COMMISSIONER BRESLIN:  I can

22     tell you, we have a robust kind of

23     compliance and review process.  So we

24     review almost all of the deeds that go

25     through, and we have methods for looking
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2     for these transactions that have been

3     very successful over the past few years.

4               COUNCILMAN HENON:  Good job.

5     Thank you.  I have no further questions.

6               COUNCILWOMAN BLACKWELL:  Are

7     there any other questions?

8               (No response.)

9               COUNCILWOMAN BLACKWELL:  Thank

10     you very much.

11               COMMISSIONER BRESLIN:  Thank

12     you.

13               COUNCILWOMAN BLACKWELL:  We'll

14     now continue with our testimony on 873.

15     I saw Mr. Antione Little.  All who are

16     here for this bill can come, and we'll

17     ask our Treasurer to come forward and sit

18     at the table as well.  We have here, as

19     we said, AFSCME District Council 33;

20     Philadelphia Unemployment Project, Tim

21     Styer; Refund America Project.  And all

22     who are here for Bill 873, 160873, would

23     you come forward.

24               (No response.)

25               COUNCILWOMAN BLACKWELL:  Those



Committee on Finance
November 29, 2016

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

Page 67

1     11/29/16 - FINANCE - BILL 160326, ETC.

2     who are here on this bill, you are no

3     longer interested in testifying?  Is that

4     what I am --

5               (Someone talking without

6     microphone.)

7               COUNCILWOMAN BLACKWELL:  Well,

8     it is certainly your call.  We'll open

9     the floor.

10               (Witnesses approached witness

11     table.)

12               COUNCILWOMAN BLACKWELL:

13     Whoever would like to testify first,

14     please identify yourself for the record

15     and we'll keep going.

16               MR. STYER:  Good afternoon.  My

17     name is Tim Styer and I'm a staff member

18     of the Philadelphia Unemployment Project.

19     The Philadelphia Unemployment Project, or

20     PUP, is a 41-year-old advocacy and

21     service organization that advocates for

22     poor, low-income, and unemployed

23     Philadelphians.  My testimony today is in

24     support of 160873.

25               I fundamentally believe that
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2     banks that practice unsavory practices,

3     including predatory lending like Wells

4     Fargo, should not be able to do business

5     with public money on a state or local

6     level.  I say this for a number of

7     reasons, but primarily to protect the

8     citizens of Philadelphia from

9     unscrupulous and unaccountable vendors

10     that harm citizens and communities in our

11     city.

12               Wells Fargo, as you may know,

13     has a long history of unscrupulous

14     practices in Philadelphia dating back to

15     its predecessor banks, Wachovia and First

16     Union.  More recently, Wells Fargo was

17     one of the more egregious players in the

18     mortgage crisis of 2008 that led to the

19     widespread foreclosures of homes across

20     the United States, particularly in urban

21     areas such as Philadelphia.  Wells

22     practiced the form of discrimination that

23     originally gave rise to the Fair Housing

24     Act of 1968.  Cities including Los

25     Angeles, Philadelphia, and Kansas City
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2     observed that municipalities affected by

3     high foreclosure rates were beginning to

4     resemble the inner city areas roiled by

5     violence and poverty in the 1960s.

6               The precipitating case for

7     Councilwoman Bass's bill and the most

8     recent by Wells Fargo was where more than

9     5,300 low-level Wells Fargo workers were

10     fired for their role in a banking scandal

11     in which two million unauthorized bank

12     accounts and credit cards were open

13     without customers' consent, but no senior

14     executives were disciplined.  According

15     to CEO John Stumpf, the 5,300 were

16     dishonest, said Stumpf, in a shameful

17     attempt to scapegoat the frontline

18     workers, many of whom were paid barely

19     $12 an hour and were under enormous

20     pressure to meet the bank's extreme sales

21     goals or face reprimand or termination.

22     These are exactly the same types of

23     practices by big banks that helped create

24     the great mortgage crisis and harmed

25     families and communities all across the
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2     United States, including Philadelphia.

3               These practices will continue

4     to exist, and the fight is not over.

5     Overaggressive and predatory sales goals

6     are a problem at nearly every bank.  In

7     Los Angeles and other cities, workers are

8     trying to put a stop to it.  The LA

9     Committee for Better Banks has launched a

10     petition calling on the city's leaders to

11     refuse to do business with banks that

12     insist on predatory sales goals for their

13     employees.  Philadelphia should follow

14     suit.

15               Just as important in light of

16     the impending loosening of federal

17     legislation regulations under the

18     Dodd-Frank bill by the incoming

19     administration, it would be prudent for

20     Philadelphia to show our leadership

21     nationwide and protecting our citizens

22     from predatory banks.

23               Thank you.

24               MR. FROEHLICH:  Good afternoon,

25     Council.  My name is Michael Froehlich
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2     and I'm the Managing Attorney of the

3     Homeownership and Consumer Rights Unit of

4     Community Legal Services.  I know there

5     are many people waiting to testify, so I

6     submit my written testimony and I will

7     deliver a shortened version today.

8               Community Legal Services, as

9     Council knows, provides free legal

10     representation to low-income

11     Philadelphians both in individual cases

12     and advocates on their behalf for

13     stronger systemic issues.  Every day

14     low-income Philadelphians come to our

15     office at Community Legal Services who do

16     not have bank accounts.  They pay high

17     fees to use check cashing storefronts.

18     We counsel these clients to consider

19     opening bank accounts to build credit and

20     to save money and to earn interest.  We

21     often refer these clients to the City's

22     supported financial empowerment centers

23     to receive free one-on-one financial

24     counseling.

25               When we at Community Legal
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2     Services ask our clients why they do not

3     open a bank account, we often hear the

4     same response.  Many of them simply do

5     not trust banks because they are wary of

6     concealed fees that they believe banks

7     deceptively charge their customers.  Our

8     clients may be paying more to use check

9     cashers and know that they are paying

10     more to use check cashers, but they trust

11     the check cashers more than they trust

12     the retail banks in many cases.

13               According to the FDIC, 7

14     percent of households in the United

15     States do not have a checking or a

16     savings account, and when banks behave

17     badly, their behavior reinforces our

18     clients' understandable apprehensions

19     about opening bank accounts and joining

20     the ranks of the banks.

21               While CLS attorneys do not have

22     expertise in City finance or the

23     mechanics of how our City deposits its

24     funds, we support efforts such as this

25     bill to expand access to safe, secure,
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2     affordable, and straightforward banking

3     services for our low-income clients and

4     to hold accountable those institutions

5     that fall short of this mission.

6               Thank you again for inviting

7     CLS to testify at today's hearing, and we

8     look forward to continue to work with

9     City Council on these very important

10     issues.

11               COUNCILWOMAN BLACKWELL:  Thank

12     you very much.

13               Are there any questions?

14               (No response.)

15               COUNCILWOMAN BLACKWELL:  All

16     right.  Who is next?  Who would like to

17     testify on Bill No. 873?

18               Thank you very much.  Please

19     identify yourself for the record and

20     begin your testimony.  Thank you.

21               MR. SHAPIRO:  Good afternoon,

22     Madam Chair.  Nice to see you again.

23               COUNCILWOMAN BLACKWELL:  Good

24     afternoon.

25               MR. SHAPIRO:  And members of
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2     the Committee.

3               COUNCILWOMAN BLACKWELL:  Thank

4     you.

5               MR. SHAPIRO:  My name is

6     Stanley Shapiro.  I'm testifying for

7     Philadelphia Neighborhood Networks today,

8     although I'm also a member of POWER.

9     POWER will have separate testimony.

10               We fully support the decision

11     to de-list Wells Fargo Bank as a

12     depository institution for the public

13     funds of this city.  As you know, Wells

14     Fargo, along with all of the so-called

15     too-big-to-fail Wall Street banking

16     giants, has a long record of abuse and

17     misuse, which has been laid out today.  I

18     don't need to go into that any further.

19               But the question -- this

20     Council has difficult questions.  It

21     certainly should de-list Wells Fargo.

22     It's a horrible institution.  It's not

23     going to be reformed with kind words.

24     But in doing that, it does have to decide

25     what banks are capable of providing
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2     security for the City's deposits, what

3     banks can provide the depositor services

4     the City requires and at what cost, and

5     what banks will use those deposits for

6     the maximum benefit of these public funds

7     to the City and its taxpayers and

8     residents rather than the way in which

9     funds in these too-big-to-fail banks are

10     using right now to support companies that

11     have horrible labor practices, have

12     horrible environmental practices, and

13     basically are interested only in their

14     own bottom line rather than the interest

15     of the City.

16               So we submit the deposits in

17     any of the too-big-to-fail banks which

18     have substantial exposure in derivatives

19     or are connected as counterparties to

20     these banks are inherently not secure.

21     When, not if, but when there's another

22     meltdown of these risk-laden banks, the

23     funds of depositors, including the City

24     of Philadelphia, will be subject to

25     confiscation, as happened in Cyprus in
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2     2012, per the agreements of the Bank for

3     International Settlements to which the

4     Federal Reserve and the American banking

5     system are subject.  This process is

6     called a bail-in, and it's nothing more

7     than a backdoor bail-out, except that

8     it's the depositors rather than the

9     government which would do the bailing

10     out.

11               Smaller, local banks are

12     generally not able to provide the

13     required collateral for City deposits,

14     which can be in the hundreds of millions

15     of dollars, nor are they typically able

16     to provide the depositor services

17     required by the whole of the City's

18     complex business operations.  And

19     breaking down these operations among a

20     group of depository institutions is

21     likely to be both cumbersome and costly

22     for the City.

23               So we need to get rid of Wells

24     Fargo and we need to find an alternative,

25     and that's establishing a public bank for
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2     the City of Philadelphia.  Modeled on the

3     hugely successful Bank of North Dakota,

4     to hold City funds, provide at lower cost

5     the required banking services, return

6     profits to the City, partner with local

7     bank to get affordable credit into our

8     neighborhoods, and replace expensive bond

9     issues with lower cost loans, the

10     interest on which is retained by the City

11     and its bank and not exported to Wall

12     Street, that's what a public bank has

13     been doing in the State of North Dakota

14     for almost 100 years and which the City

15     of Philadelphia needs to do.

16               Private business exists for

17     private profit.  Private banks exist for

18     private profit, and some of these, as we

19     have seen, will do virtually anything to

20     maximize that profit for the shareholders

21     and executives.

22               A public bank will put the

23     public funds to work for the public good,

24     which will include assisting our local

25     banks to extend more and more affordable



Committee on Finance
November 29, 2016

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

Page 78

1     11/29/16 - FINANCE - BILL 160326, ETC.

2     credit into our neighborhoods to the

3     benefit of these neighborhoods as well as

4     the partner banks themselves.  The

5     Committee on Commerce and Economic

6     Development had a hearing on this.

7     Scores of people were present to support

8     this idea.  The time is now, and we urge

9     the City in light of the testimony that

10     the City will have to spend thousands of

11     dollars -- they don't know how many

12     thousands of dollars -- to establish

13     another too-big-to-fail bank as the

14     holder of these funds, that it spend the

15     money instead on establishing the

16     techniques and processing for

17     establishing a public bank to hold the

18     City's public money.

19               I just want to conclude by

20     saying just before I came here, I just

21     Googled a question of how much the

22     too-big-to-fail banks have paid in fines.

23     The answer is $205 billion between 2009

24     and 2015 when this article was written.

25     That was before the Wells Fargo scandal.
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2     $205 billion.

3               The Bank of America, which is

4     another big bank, which might be a

5     possible alternative, they paid as of

6     October 2015 $77 billion in fines for

7     corrupt practices.  JPMorgan Chase has

8     paid $40.12 billion in fines.  Citigroup,

9     $18.9 billion.  Wells Fargo is a laggard.

10     Wells Fargo -- this number is going to go

11     up because of what they just did.  They

12     only paid $10 and a quarter billion as of

13     October 2015.  So by all means, they

14     should not hold our money, but these

15     alternatives, Bank of America, JPMorgan

16     Chase, Citibank, not really great

17     alternatives.  We need a public bank in

18     Philadelphia to hold our funds.  This is

19     done in North Dakota.  It is now being

20     studied by the City of Oakland, the City

21     of Santa Fe.  Santa Fe has let out

22     proposals to have folks do the detailed

23     work that needs to be done in order to

24     create a public bank.  We should not be

25     behind the cities of Oakland and Santa
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2     Fe.

3               Thank you very much.

4               COUNCILMAN HENON:  Thank you

5     for your testimony.

6               Before we continue on with the

7     testimony, we do have several panels.  I

8     want to keep in mind for everybody that

9     has the privilege of coming here, we have

10     the privilege of seeing you all come and

11     testify at our public hearings.  Keep in

12     mind that we have a lot of panels and

13     testimony.  If you have written

14     testimony, if you would be so kind to

15     summarize it, and your written testimony

16     certainly will be made part of our

17     official record.  And thank you again for

18     all coming down here.

19               RABBI GREENBERG:  Madam

20     Chairperson, members of the Committee,

21     thank you for this opportunity to testify

22     today.  And in order to make this a

23     worthwhile engagement with the democratic

24     process, having taken the afternoon off

25     work myself, I respectfully invite you to
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2     listen to this testimony.

3               My name is Julie Greenberg,

4     Rabbi of Congregation Leyv Ha-Ir-Heart of

5     the City, and I'm testifying as a member

6     of POWER's Moral Economy Team.

7               As are all of you, I and the

8     other members of our POWER team have been

9     appalled at the record of fraud, abuse of

10     customers and depositors, and abuse of

11     the people of this city and many other

12     cities by the mega banks of Wall Street.

13     We believe these banks and their officers

14     should be held accountable for their

15     actions, Wells Fargo among them, which

16     holds many millions of dollars of this

17     city's funds and provides banking

18     services.

19               The federal government has

20     prosecuted none of the officers of these

21     banks, but has instead levied some fines

22     against the banks, the proceeds from none

23     of which have been shared with this city

24     to aid those who were victims of mortgage

25     fraud and foreclosure, charged for bogus
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2     accounts, charged illegal fees for

3     student loans or forced to absorb as

4     taxpayers an almost $500 million loss to

5     the City and its schools in an interest

6     rate swap scheme.

7               Now it is time for our city and

8     others to take matters into our hands and

9     render our judgment and withhold our

10     multi-million-dollar deposits from Wells

11     Fargo.

12               But more than merely take our

13     public money from one private bank and

14     put it in another, where it will be used

15     for the private purposes and profit of

16     that bank and its shareholders, we can

17     put that money to work in our city for

18     public purposes by creating a

19     Philadelphia public bank to be this

20     city's sole depository bank.

21               The POWER Moral Economy Team

22     has been studying the possibility of a

23     Philadelphia public bank for over a year,

24     and we see this as a matter of good

25     stewardship for the City's resources, not
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2     only conserving the financial resources

3     we have but increasing them.

4               We see this as a tool we can

5     use in our city economy that takes us

6     from being a zero sum game.  What are we

7     going to have?  We recently had a tax on

8     soda.  It plugged some holes in the

9     budget, but what's next?  A tax on cheese

10     steaks, soft pretzels?  A public bank

11     could be a different tool that adds to

12     our economy.  It is self-sustaining.  Its

13     profits come back to the City as non-tax

14     revenue.  Its partnership lending with

15     local banks gets affordable credit into

16     the community, stimulating economic

17     development, job creation, and new tax

18     revenue.  It can make loans to our School

19     District in place of more expensive bond

20     issues and save taxpayers tens of

21     millions a year in the debt service

22     portion of the School District annual

23     budget.

24               We applaud Councilperson Bass

25     and this Committee for taking the first
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2     step to de-list Wells Fargo as a

3     depository for this City, and we

4     encourage Council to make a broader

5     examination of how a Philadelphia public

6     bank can hold City deposits and put them

7     to work to help transform this city.

8               Thank you.

9               COUNCILWOMAN BLACKWELL:  Thank

10     you very much.

11               Any questions for them?

12               (No response.)

13               COUNCILWOMAN BLACKWELL:  Thank

14     you very much.

15               Is Dr. Todd Wolfson here?

16               (No response.)

17               COUNCILWOMAN BLACKWELL:  And I

18     see Antione Little has returned.  Thank

19     you.  I was afraid we offended someone.

20               (Witness approached witness

21     table.)

22               MR. LITTLE:  Good afternoon.

23               COUNCILWOMAN BLACKWELL:  Good

24     afternoon.

25               MR. LITTLE:  Thank you for
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2     allowing me to testify today.  My name is

3     Antione Little.  I'm a longtime resident

4     of North Philadelphia.  I'm also on the

5     Steering Committee of 215 People's

6     Alliance, a racial and economic justice

7     group working on quality public education

8     in our city.  Most importantly, I'm a

9     father of five children, all of whom have

10     been in Philadelphia schools.

11               I am glad to hear that the

12     matter of Wells Fargo's business

13     practices are being taken seriously, and

14     215 People's Alliance is strongly in

15     support of Bill No. 160873, because for

16     too long, banks like Wells Fargo have

17     profited off of our city while

18     bankrupting us.  Especially as we face

19     President-Elect Trump and threats to cut

20     off federal funding, we should be talking

21     about ways to invest taxpayers' money in

22     our own city.

23               Our city has unfortunately a

24     long history with Wells Fargo.  Just a

25     couple of years ago we were dealing with
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2     some swap deals that Wells Fargo sold to

3     the Philadelphia School District, these

4     deals Wells Fargo sold on us, but then

5     Wells Fargo and other banks crashed the

6     economy.  And then after they crashed the

7     economy, these deals started costing the

8     City millions of dollars to be paid right

9     back to Wells Fargo.

10               It didn't matter to Wells that

11     this was money that was supposed to go

12     towards children's education and

13     teachers, nurses, and staff in supplies,

14     books, and toilet paper and renovations

15     of schools.  No.  Instead, Wells took our

16     kids' money.

17               To make it even worse, when it

18     became clear that these deals were

19     costing the City millions, 72 million to

20     be precise, and we tried to get out

21     before wasting more money, Wells charged

22     us even more.  Our schools paid an

23     additional 90 million in fees to Wells

24     just to get out of a bad deal that Wells

25     sold us in the first place that went bad
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2     because they crashed the economy.

3               As a parent and as a taxpayer

4     in this city, I urge you to pass Bill No.

5     160873.  It would be foolish of us to

6     continue to do business with a company

7     who has stole from our public schools and

8     now instructs its staff to make fake

9     accounts.  Why do we think Wells will

10     change its business model?  They have

11     shown us time and time again that they

12     have no regard for working people and

13     certainly not for Philadelphia school

14     children.

15               I believe a discussion of

16     ending our relationship with Wells is a

17     good first step.  As we do that, we must

18     also discuss how we can push our money

19     back from Wells Fargo, starting with the

20     162 million they've taken from our

21     schools.  I can just imagine how that 162

22     million could have been used in my

23     children's school.

24               Thank you for your time.

25               COUNCILWOMAN BLACKWELL:  Thank
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2     you very much, Mr. Little.

3               Any other questions?

4               (No response.)

5               COUNCILWOMAN BLACKWELL:  Thank

6     you.

7               Who is next to testify for Bill

8     873?

9               (No response.)

10               COUNCILWOMAN BLACKWELL:  All

11     right.  Then we will move forward.  Thank

12     you very much.

13               We'll ask the Clerk to read the

14     title of Bill No. 161014.  This is our

15     final bill.

16               THE CLERK:  An ordinance

17     authorizing and approving the execution

18     and delivery of a Service Agreement

19     between the City of Philadelphia and the

20     Philadelphia Authority for Industrial

21     Development relating to the financing of

22     the City of Philadelphia's affordable

23     housing preservation programs, approving

24     the issuance by the Philadelphia

25     Authority for Industrial Development of
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2     bonds, notes or other evidences of

3     indebtedness in one or more series, to

4     finance such programs; and authorizing

5     and approving the obligation of the City

6     of Philadelphia to pay in full when due

7     the Service Fee and other amounts payable

8     under the Service Agreement; authorizing

9     certain City officers to take certain

10     actions required to issue bonds, notes or

11     other evidences of indebtedness;

12     covenanting that the City of Philadelphia

13     will make necessary appropriations in

14     each of the City's fiscal years to

15     provide for, and will make timely

16     payments of, the Service Fee and other

17     amounts due under the Service Agreement;

18     and authorizing City officials to take

19     necessary or appropriate actions, all

20     under certain terms and conditions.

21               (Witnesses approached witness

22     table.)

23               COUNCILWOMAN BLACKWELL:  Thank

24     you very much.

25               We note that our City Treasurer
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2     is back, Rasheia Johnson, and certainly

3     head of our Office of Planning and

4     Development, Anne Fadullon.

5               Is Beverly Coleman here to

6     testify on this as well?

7               (No response.)

8               COUNCILWOMAN BLACKWELL:  Seeing

9     not, what about Jill Roberts and Beth

10     McConnell?

11               Okay.  Thank you.

12               Thank you very much.  And

13     please identify yourself for the record

14     and make your testimony.

15               MS. JOHNSON:  Good afternoon

16     again.  I'm Rasheia Johnson, the City

17     Treasurer of Philadelphia.  I'm here to

18     testify on behalf of Bill No. 161014.

19               Bill No. 161014 would authorize

20     the City to enter into a Service

21     Agreement with the Philadelphia Authority

22     for Industrial Development to finance the

23     City's affordable housing preservation

24     program.  The bill would also approve the

25     issuance by PAID of bonds or notes in one
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2     or more series.  The bonds shall be

3     issued in an amount up to $60 million

4     outstanding, plus related costs of

5     issuance, credit enhancements, and

6     discounts.  The bonds will be secured by

7     the City's obligation under the Service

8     Agreement to budget and appropriate

9     annually amounts necessary to pay the

10     Service Fees, which will be sufficient to

11     pay debt service on the outstanding

12     bonds.

13               The bonds will provide capital

14     to finance the affordable housing

15     preservation program, inclusive of the

16     following programs:  Basic System Repair,

17     Weatherization Assistance Program, and

18     Adaptive Modification Program.

19               This concludes my testimony,

20     and I'm happy to answer any questions at

21     this time.

22               COUNCILWOMAN BLACKWELL:  Thank

23     you.

24               Ms. Fadullon.

25               MS. FADULLON:  Good afternoon,
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2     Chairwoman Blackwell and members of the

3     Finance Committee.  I am Anne Fadullon,

4     Director of the City of Philadelphia's

5     Office of Planning and Development.

6     Thank you for the opportunity to appear

7     before you this afternoon to testify on

8     Bill No. 161014.

9               The City of Philadelphia's home

10     improvement programs are important

11     elements in our strategy to prevent

12     homelessness by keeping people in their

13     homes.  With an aging housing stock and a

14     significant number of homeowners with

15     insufficient income to maintain their

16     homes, Philadelphia risks the

17     deterioration of homes until they are no

18     longer habitable.  Our home improvement

19     programs help homeowners remain in a

20     livable home and sustain Philadelphia's

21     housing stock for future generations.

22     Through the Philadelphia Housing

23     Development Corporation, PHDC, the City

24     effectively runs several programs,

25     including the Basic Systems Repair
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2     Program, often referred to as BSRP, which

3     provides repairs to the electrical,

4     plumbing, and heating systems of

5     owner-occupied homes.  We may also

6     replace a roof under this program.

7               The Adaptive Modifications

8     Program is designed to help individuals

9     with permanent physical disabilities live

10     more independently in their homes.  The

11     program adapts properties to allow easier

12     access into and out of the home and

13     increases mobility within the unit for

14     both owner-occupied and tenant-occupied

15     homes.

16               The Weatherization Assistance

17     Program provides weatherization and

18     energy efficiency improvements to

19     owner-occupied houses and tenant-occupied

20     rental units.  These improvements help to

21     reduce utility expenses.  Utility

22     expenses are a significant contributor to

23     the cost of housing and are a major

24     factor in housing cost burden issues.

25               Each of these programs
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2     currently has a significant waiting list.

3     Approximately 4,000 homeowners are on the

4     Basic System Repair waiting list.  To

5     make the needed repairs to all of the

6     homes on this list would require

7     approximately $40 million.  At the

8     current level of public funding for this

9     program, it would take approximately five

10     years for a homeowner who calls the

11     program today to get the needed repairs

12     made to their house.  As residents await

13     services, properties continue to

14     deteriorate and repairs become more

15     costly.

16               Approximately 600 people are on

17     the Adaptive Modifications waiting list.

18     PHDC estimates that it would cost

19     approximately $8 million to make the

20     necessary changes to these properties to

21     allow for residents to live more

22     independently.  Based upon the current

23     available funding, a person seeking help

24     today would likely have to wait three

25     years before receiving services.
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2               Approximately 1,200 households

3     are on the Weatherization waiting list.

4     Since the waiting list closed several

5     years ago due to a lack of funds, this

6     number significantly undercounts the

7     demand and need for the service in

8     Philadelphia.  The estimated cost to

9     complete the repairs to the homes on the

10     existing waiting list is more than $9

11     million.

12               We estimate with the increased

13     funding available through Bill No. 161014

14     and combined with PHDC's current funding,

15     the City can significantly reduce the

16     various waiting lists to manageable

17     levels in approximately three years.

18     This includes both those currently on the

19     waiting lists and those who may apply and

20     qualify for emergency repairs to address

21     L&I violations, heat shut-offs, electric

22     shut-offs, and water shut-offs over that

23     three-year period.

24               It is important to note that

25     PHDC cannot reduce this backlog within
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2     three years without increasing staff to

3     manage and monitor these programs.  The

4     allowable administrative fee will provide

5     the necessary funding to support staffing

6     costs of approximately $3 million across

7     these three programs.  If approved, PHDC

8     would grow temporarily while the

9     additional resources are available.  The

10     additional staff will ensure work orders

11     are accurately prepared and the work is

12     completed correctly.  PHDC has expanded

13     and contracted in the past based upon

14     available funding.  Under President

15     Obama's economic stimulus program, PHDC

16     grew temporarily to support the

17     additional funding allotted for these

18     programs.

19               Thank you for your interest in

20     this important issue.  I'm happy to

21     answer any questions at this time.

22               COUNCILWOMAN BLACKWELL:  Thank

23     you very much.

24               There are others to testify.

25     Please come forward.
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2               Thank you both.

3               (Witnesses approached witness

4     table.)

5               COUNCILWOMAN BLACKWELL:

6     Ms. Coleman.

7               MS. COLEMAN:  Good afternoon,

8     Chairperson Blackwell and other members

9     of the Committee.  I am Beverly Coleman.

10     I'm Assistant Vice President for

11     Community Relations at Temple University.

12     I submitted written testimony, so I will

13     not read it.  I just want to make one

14     very brief statement.

15               I think this is important

16     legislation.  I think that one of the

17     things -- one of the challenges for this

18     city is the preservation of

19     neighborhoods.  And while this bill does

20     not geographically target residents who

21     would be eligible for the program, I

22     think the real impact of this is to

23     preserve communities, because we know

24     that an investment by one homeowner will

25     mean an investment by somebody else on
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2     that block.  And the City has long been

3     without a number of significant programs

4     to really help those homeowners who are

5     moderate income and who are living in

6     some of our most valued neighborhoods

7     like West Oak Lane, Wynnefield, Yorktown

8     in North Philadelphia.

9               So thank you for giving me the

10     opportunity to testify.

11               COUNCILWOMAN BLACKWELL:  Thank

12     you very much.  And we will ask the Clerk

13     to submit your testimony in full as

14     though you had read it all.  Thank you.

15               MS. ROBERTS:  Good afternoon,

16     Chairperson Blackwell and other esteemed

17     members of the Finance Committee.  I am

18     Jill Roberts, Executive Director of the

19     Healthy Rowhouse Project.  The Healthy

20     Rowhouse Project is an initiative of the

21     Center for Architecture and Design begun

22     in 2015 to research and propose

23     innovative financing and program service

24     delivery methods to bring home repairs to

25     scale in Philadelphia and improve the
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2     health of the residents living there.

3               My full testimony has been

4     submitted for the formal record, but I

5     just want to share a few thoughts here

6     quickly today.

7               The Healthy Rowhouse Project

8     has proudly worked with Council President

9     Clarke, the Kenney Administration, LISC,

10     ECA, PACDC, Habitat for Humanity,

11     Rebuilding Together Philadelphia, and

12     others since the spring of this year to

13     craft grant and loan programs that work

14     at scale for home repair.  Our research

15     has shown that over 100,000 homeowner

16     residents in Philadelphia have homes in

17     need of minor or moderate repairs that

18     are affecting their health.

19     Approximately 50 of these households --

20     50 percent of these households have

21     incomes below 150 percent of poverty and

22     are eligible for BSRP or Weatherization,

23     which are full grant programs, and 31

24     percent earn a scooch over 150 percent of

25     poverty and are ineligible for grants,
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2     but are also not being served by the

3     commercial home improvement lending

4     market.

5               We found a grant program is

6     definitely needed, but there is also a

7     large population of residents in

8     Philadelphia who could benefit from a

9     loan program for home repair who are not

10     eligible for the grants.  We can serve

11     these households who are in the low- to

12     moderate-income range with credit scores

13     below 660 but above 560 who can repay a

14     small loan anywhere from about $10,000 to

15     $34,000.  Revolving loan programs have

16     worked in other cities, but only where

17     the loan program represents a trusted

18     public-private partnership.

19               To be successful, we know that

20     we must have municipal support for a loan

21     loss guarantee fund, and Bill No. 161014

22     can provide that.  A public-private

23     partnership with a loan loss reserve in

24     the amount of $40 million supplied by

25     City bond proceeds can leverage up to $80
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2     million or more in private capital in its

3     first year that will be insulated from

4     default and allow lenders to provide

5     low-interest home improvement loans to

6     those in need.

7               We commend City Council for its

8     commitment to preserving affordable

9     housing and helping Philadelphians repair

10     their homes and improve their health.

11               Thank you.

12               COUNCILWOMAN BLACKWELL:  Thank

13     you very much.  And, again, we will

14     submit your testimony as though you had

15     read it in full.

16               MS. ROBERTS:  Thank you.

17               COUNCILWOMAN BLACKWELL:  Thank

18     you.

19               Beth McConnell, Nora Lichtash,

20     Carrie Rathmann, Stefanie Seldin.

21               (Witnesses approached witness

22     table.)

23               MS. McCONNELL:  Good afternoon.

24     Thank you for the opportunity to testify.

25     My name is Beth McConnell, the Policy
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2     Director at the Philadelphia Association

3     of Community Development Corporations,

4     PACDC.

5               You've already heard, so I

6     won't repeat my testimony, the

7     significant impact of very long waiting

8     lists for these home repair and

9     modification programs and how delaying

10     serving them can create very unhealthy,

11     unsafe, and uninhabitable homes.  That's

12     why PACDC supported legislation approved

13     by Council earlier this year that raised

14     the realty transfer tax by one-tenth of

15     one percent for 20 years in order to fund

16     a program to eliminate these waiting

17     lists, and this real estate transfer tax

18     increase provides the funding that will

19     pay down the debt service on the bond

20     that the Finance Committee is considering

21     this afternoon.

22               The bond will allow the City to

23     eliminate those waiting lists much faster

24     than if the funds from the real estate

25     transfer tax expansion were provided
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2     annually.  And while PHDC will be able to

3     scale up its operations to serve a

4     significant portion of the waiting lists,

5     PACDC urges Council and the

6     Administration to make some portion of

7     the funds available to community-based

8     non-profits.  An infusion of funds of

9     this magnitude to be spent over such a

10     short period of time will require the

11     capacity of every qualified provider.

12     Non-profits that have experience doing

13     quality home repairs quickly -- and we'll

14     hear from several of them today --

15     quickly and efficiently should be seen as

16     a resource to PHDC in this effort.  The

17     non-profits can also blend City-provided

18     funds with other resources raised from

19     philanthropic or private services,

20     allowing them to serve residents more

21     deeply than the City-funded program could

22     on its own.  Non-profits can also pursue

23     cost-effective methods that allow them to

24     stretch dollars further, benefiting more

25     Philadelphians.
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2               We need all hands on deck to

3     benefit as many homeowners as quickly as

4     possible.

5               Finally, PACDC urges City

6     Council and the Kenney Administration to

7     work together to at least double

8     dedicated revenue to the Philadelphia

9     Housing Trust Fund.  And I want to thank

10     Councilwoman Blackwell and Councilwoman

11     Reynolds Brown that championed the

12     creation of the Trust Fund and Councilman

13     Greenlee who led efforts to increase

14     funding for it a few years ago.

15               Because we know that when these

16     bond funds are spent down, new waiting

17     lists for the home repair programs will

18     grow again.  We also know that more than

19     100,000 people are on waiting lists for

20     assistance finding a decent affordable

21     home.  Twenty thousand people come to

22     intake at the Office of Homeless Services

23     each year, and about two-thirds of them

24     are turned away.  This is not the time to

25     hope that Washington will reverse course
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2     and begin increasing funding for housing

3     programs.  It is the time for us to

4     double down on local solutions and

5     increase resources for new affordable

6     home development, home repair, and

7     homelessness prevention.

8               The Housing Trust Fund has a

9     long successful track record of funding

10     these programs and making a dramatic

11     difference in the lives of

12     Philadelphians.  PACDC hopes to work with

13     you and the Administration to work

14     towards a safe, healthy, affordable home

15     for every Philadelphian.

16               Thank you for the opportunity

17     to testify.

18               COUNCILWOMAN BLACKWELL:  Thank

19     you.  Thank you.

20               MS. SELDIN:  Good afternoon.

21     My name is Stefanie Seldin.  I'm

22     Executive Director of Rebuilding Together

23     Philadelphia.

24               Rebuilding Together

25     Philadelphia provides free health,
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2     safety, and energy efficiency repairs to

3     low-income homeowners in Philadelphia.

4     We do this mostly through our Block Build

5     Program, which Councilman Domb and

6     Councilman Greenlee and Councilwoman and

7     Chairwoman Jannie Blackwell have been to.

8     And I would invite all of the rest of the

9     Finance Committee to join us in Belmont

10     on March 31st where we'll be repairing 25

11     to 30 homes so you can see the work in

12     action.

13               We supported the real estate

14     transfer tax which passed last year, and

15     Council President Darrell Clarke invited

16     advocates in housing preservation to join

17     three different subcommittees, one on the

18     grant program, one on the loan program,

19     and one discussing what types of repairs

20     should be invested in by this source of

21     funds.  I was privileged to chair the

22     Grants Subcommittee.

23               The Grants Subcommittee was

24     formed to provide recommendations

25     regarding planning and implementation of
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2     the proceeds from this bond.  The members

3     of the Subcommittee offered in-depth

4     lists of recommendations based on their

5     extensive experience in operations,

6     policy, and advocacy regarding home

7     repairs for low-income homeowners.  The

8     full list of the Subcommittee members is

9     included in this testimony, but they

10     include advocates such as Beth McConnell

11     and Carrie Rathmann, Administration, and

12     City Council representatives.

13               I will shorten my testimony

14     today and ask that the rest of it be

15     entered into the record, but I wanted to

16     just talk about two highlights of the

17     Committee recommendations.  The first is

18     that as Beth said, the recommendation for

19     the members who are not of the

20     Administration was that non-profit

21     partners be incorporated into tackling

22     this waiting list.  This will allow the

23     greatest bang for the buck in the

24     shortest period of time and help the most

25     homeowners in the shortest period of
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2     time.

3               The second is that most members

4     of the Subcommittee really would hope

5     that the waiting list remains open.

6     There has been some talk of closing the

7     waiting list, but that will prevent the

8     ability for us to assess the real need

9     that is out there.  So I urge that the

10     City keep track of the ongoing need and

11     not just eliminate the backlog.

12               I just can't be here without

13     saying one homeowner story, and that's of

14     the homeowner -- a Mantua homeowner,

15     Tynesha Smith.  After removing the old

16     carpet in her home and replacing it with

17     vinyl flooring, one month later she was

18     coughing less.  Both the mother and the

19     daughter have severe asthma.  And

20     Philadelphia is the third worst city for

21     asthma.  So it's really important.  I

22     know that Councilwoman Brown has been

23     very active and knowledgeable about that.

24     But lead poisoning has been in the news,

25     and certainly asthma and other health
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2     problems are something that this program

3     can really tackle.

4               So, of course, Rebuilding

5     Together stands ready to help with this

6     program, and we want to commend Council

7     President Clarke for recognizing home

8     repair as a critical need, and we

9     wholeheartedly endorse the ordinance to

10     approve the bond.

11               COUNCILWOMAN BLACKWELL:  Thank

12     you very much.  We likewise will ask the

13     stenographer to put your entire

14     testimony, and thank you.

15               MS. RATHMANN:  Good afternoon.

16     Thank you so much for having me.  I'm

17     Carrie Rathmann.  I'm Director of

18     Strategic Partnerships at Habitat for

19     Humanity.  As you know, we build new, but

20     we also do repairs out of the crushing

21     need here in Philadelphia.

22               I too will not read my

23     testimony, so I can be fast.

24               But each month Habitat, we

25     field about 300 phone calls from
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2     homeowners in need throughout the City

3     who, through no fault of their own, are

4     unable to make the necessary repairs to

5     keep their homes safe, stable, and

6     livable.  This is not only a detriment to

7     them.  As you know, also these conditions

8     can adversely affect the health of not

9     just the family, but also the

10     neighborhoods where these homes are

11     located.  And the City pays costs for

12     lost productivity and health costs, and

13     these homes continue to degrade

14     neighborhoods, inviting abandonment,

15     blight, crime, and decreased property

16     values.

17               So we believe -- we support

18     this bill and we believe the most

19     efficient way to increase the City's

20     inventory of affordable housing is by

21     preserving the safety and integrity of

22     the existing affordable housing,

23     especially those already owned by the

24     tens of thousands of lower income

25     residents here in Philadelphia.
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2               We know that we must address

3     this crushing need, so we applaud this

4     effort, but we also do recognize and urge

5     Council to seek more resources to double

6     the Housing Trust Fund, because there's

7     also renters in need of repairs and

8     affordable housing.  We need to provide

9     more units, homelessness prevention

10     services, and other affordable housing

11     services.

12               But back to this bill.  We urge

13     Council to consider other non-profits

14     being part of this process.  We know and

15     have seen that BSRP is not -- or PHDC

16     needs all hands on deck, as folks have

17     said, to clear this backlog, and that

18     backlog is not going to stop and freeze.

19               We also encourage Council and

20     the Administration to work closely with

21     our colleagues at the Healthy Rowhouse.

22     The Healthy Rowhouse has been working

23     tirelessly to develop a best model for

24     repair financing in Philadelphia.  We

25     hope to see a loan product coming out,
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2     and we hope that you'll work with them on

3     this, because we really do need

4     replenishable funding for folks to

5     finance their own repairs as well.

6               And that's all I got for now.

7     My full testimony is here and I'll submit

8     it.

9               COUNCILWOMAN BLACKWELL:  Thank

10     you.  We appreciate your full testimony

11     and ask that it be submitted, and thank

12     you too for all that you do over the

13     years.

14               Question from Councilwoman

15     Blondell Reynolds Brown.

16               COUNCILWOMAN BROWN:  Yes.  You

17     offered the recommendation or the

18     suggestion that we should include or

19     increase the presence of non-profits.

20     Speak to why that would matter, what

21     difference would that make.

22               MS. RATHMANN:  Well, because

23     although PHDC is able to scale up to some

24     extent, we believe, and so do our

25     colleagues who have also made similar
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2     recommendations, that you need other

3     qualified non-profits to help with this

4     effort if we're going to be able to work

5     off that backlog and also try and

6     stabilize more homeowners around the

7     City.  It really -- I mean, and I also

8     feel strongly that we need that loan

9     product as well so that we can meet

10     different tiers of income folks.  And at

11     Habitat, we have seen time and time again

12     that even very low-income families are

13     willing and able to pay a small portion

14     to replenish some of those resources.  So

15     we hope that there'll be some resources

16     going toward a loan product as well.

17               COUNCILWOMAN BROWN:  Thank you.

18               COUNCILWOMAN BLACKWELL:  Thank

19     you.

20               Ms. Lichtash.

21               MS. RATHMANN:  And we leverage

22     a lot of dollars, I forgot to say.

23               MS. LICHTASH:  My name is Nora

24     Lichtash and I work with the Women's

25     Community Revitalization Project, known
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2     as WCRP, and we're proud members of the

3     Philadelphia Coalition for Affordable

4     Communities.

5               I'm here to testify about the

6     $60 million bond for home repair program

7     that's before us, but it's my

8     understanding that the realty transfer

9     tax included was such that we could float

10     a bond that was more than $60 million for

11     home repair.

12               I want to talk for a minute

13     about the Philadelphia Coalition for

14     Affordable Communities.  There's 58

15     organizations.  It includes some of the

16     strongest faith, labor, disability

17     rights, urban ag, and community

18     organizations in the City.  We represent

19     tens of thousands of City residents

20     throughout the City, and we support

21     resources being used for home repair

22     programs.  We know it's really important.

23     But we want to make sure that renters as

24     well as homeowners are part of this

25     city's affordable housing plan with these
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2     new resources.

3               See the signs.  Yeah.

4               WCRP knows firsthand why it's

5     important to include resources for rental

6     preservation.  Just one example is, we

7     developed 46 townhomes at 6th and Berks,

8     which is a few blocks north of Girard, a

9     few blocks north of Northern Liberties,

10     and it was named after a strong leader in

11     the neighborhood, Lilia Crippen.  Some of

12     you may know her as Mom Crippen.  And

13     we've had families that are renting these

14     homes for 17 years.  At this point, the

15     homes need new roofs and some other

16     repairs.  We can't maintain the homes

17     with deep affordability with the kind of

18     repairs that we need to make, and that's

19     just one example.

20               In 2018, there will be more

21     than 1,000 rental homes in neighborhoods

22     throughout the City that have been

23     developed using our tax dollars to ensure

24     affordability for families and seniors,

25     and these homes will have been occupied
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2     for more than 15 years, which is a point

3     at which they'll need significant

4     repairs.  We have the opportunity to

5     sustain the investments that we've made.

6               Another city in our state is

7     recognizing the same problem.  Groups in

8     Pittsburgh are working on creating a $100

9     million fund that will be used to

10     preserve affordable rental homes.  They

11     recognize the need to preserve rental

12     homes when they are reaching the point in

13     which they show signs of wear and

14     existing debt may be coming due.  They

15     invest in these homes because if they

16     don't, down the road there's a risk of

17     eventual conversion to market-rate rents,

18     and I can say that's really true for the

19     WCRP units too.

20               We're clear that there's a need

21     in our neighborhood for grants for

22     homeownership preservation, but we have a

23     responsibility not to leave renters out

24     of this new resource that you all have

25     created, and specifically we'd like to
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2     see an increase in the amount of the bond

3     to provide 35 million additional

4     resources for rental preservation.

5               We're asking you as members of

6     the Finance Committee to amend Bill

7     161014 to add additional resources so

8     that there is money for Philadelphians

9     who rent as well as for those who own

10     their homes.

11               Thank you.

12               (Applause.)

13               COUNCILWOMAN BLACKWELL:  Thank

14     you very much.

15               Any questions?

16               (No response.)

17               COUNCILWOMAN BLACKWELL:  Thank

18     you.

19               Panel 3, Andy Rachlin; Peter

20     Angelides from Econsult -- the first from

21     the Reinvestment Fund -- Kiki Bolender,

22     Design Advocacy Group; Andy Frishkoff,

23     LISC; and Andrew Goodman, NKCDC.  After

24     this, there will be just one more panel.

25     If there's someone here who would like to
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2     speak, that would be your time.  Thank

3     you.

4               (Witnesses approached witness

5     table.)

6               COUNCILWOMAN BLACKWELL:  Thank

7     you.  Welcome.  Identify yourself for the

8     record and begin.

9               MR. ANGELIDES:  Good afternoon,

10     Chairperson Blackwell and other esteemed

11     members of the Finance Committee.  I'm

12     Peter Angelides, Principal of Econsult

13     Solutions, member of the Oversight

14     Committee of the Healthy Rowhouse

15     Project.

16               I'm testifying today for two

17     reasons.  First, preserving affordable

18     housing and investing in our housing are

19     critically important to the City's

20     economy and, second, because preserving

21     and improving housing, in order to do

22     that at meaningful scale, we must

23     leverage private capital investment.

24               To the first point,

25     Philadelphia's affordable rowhouses are
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2     an extraordinary asset and are worth

3     preserving.  Research from the Healthy

4     Rowhouse Project shows an investment of

5     $10,000 to $34,000 is enough to stabilize

6     the majority of houses needing repair and

7     will allow homeowners to pass their

8     housing asset down to the next

9     generation.

10               Rebuilding this affordable

11     housing after it is lost to abandonment

12     and blight costs at least $300,000 per

13     unit.  As a result, preserving this

14     naturally occurring affordable housing is

15     far more cost effective than building new

16     affordable homes.  Simply put, you can do

17     more with less.

18               To the second point, the

19     Healthy Rowhouse Project found that there

20     are approximately 150,000 Philadelphia

21     households with home repair needs that

22     impact the stability of their house and

23     the health of the people who live there.

24     That's a lot of households, and there are

25     not enough public dollars to meet this
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2     need.  As we know, the Basic Systems

3     Repair Program has a wait list of 8,000

4     households, because each year the program

5     runs out of money.  Thus, private capital

6     is critical if we are to successfully

7     improve these homes at scale.

8               Today's bill is exciting

9     because it will help fund a new,

10     innovative approach to addressing home

11     repairs.  Instead of just putting public

12     money into one-time grants, the City will

13     partner to create a new loan program for

14     homeowners that will leverage tens of

15     millions of dollars of private capital.

16               This public-private partnership

17     involves the City acting as a guarantor

18     for home improvement loans for

19     Philadelphia homeowners with credit

20     scores between 560 and 660 and incomes

21     that make them ineligible for City grant

22     programs.  By creating a loan guarantee

23     fund, the City agrees to cover any

24     borrower defaults and, in so doing,

25     convinces lenders to provide loans to
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2     borrowers they wouldn't normally extend

3     credit to.

4               We will watch and see how

5     frequent borrower defaults are, but only

6     the portion needed to cover those

7     defaults will be spent, while the

8     remainder can be used to back new loans,

9     again creating a sustainable revolving

10     loan fund for decades.

11               I commend Council on working to

12     create a program that uses finite public

13     dollars cost effectively and opens up

14     private capital to those who need it the

15     most.

16               Thank you very much.

17               COUNCILWOMAN BLACKWELL:  Thank

18     you very much.

19               MS. BOLENDER:  Thank you, Madam

20     Chair and Committee members.  My name is

21     Kiki Bolender.  I am the Principal of

22     Bolender Architects, the immediate past

23     Chair of the Design Advocacy Group, and a

24     co-founder of the Healthy Rowhouse

25     Project.
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2               We have treasure here in

3     Philadelphia, and it's treasure beyond

4     our people, who are the greatest and the

5     grittiest everywhere.  This treasure

6     lines our street in the blocks and blocks

7     of small affordable houses, many of them

8     rowhouses.

9               If architects were tasked with

10     inventing an affordable energy-efficient

11     housing type that encouraged close-knit

12     neighborhoods, you can bet that those

13     houses would be a lot like the rowhouses

14     we have in abundance here.

15               These buildings are so common

16     that we don't always recognize their

17     value to their owners or to the City as a

18     whole, but Council has recognized that

19     value as shown in the bill you're

20     considering this afternoon.  Your bill

21     and the work of the Healthy Rowhouse

22     Project focus on the individual family

23     and house, how to get money to that owner

24     to keep them secure and to keep the house

25     from causing asthma problems in a child
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2     or COPD in an older person.

3               But for a minute I'd like to

4     zoom out and take an architect's view of

5     how preserving these buildings provides

6     value to the entire city.

7               First, assisting homeowners to

8     stay in their homes keeps our city real.

9     Do we really want to be like San

10     Francisco to where you have to work for a

11     tech company to work in the city?  Jane

12     Jacobs once said that to be a real and an

13     equitable city, you have to have

14     buildings of various ages and conditions.

15               Wealth inequality was on the

16     minds of many in the past election

17     season.  Say you have two people in a

18     family -- say two people in a family here

19     in Philadelphia are making $30,000 each.

20     That sounds like it could be a decent

21     middle-class household income.  But what

22     if you have to repair a roof, fix your

23     furnace, and replace some leaking

24     plumbing pipes to the tune of $20,000.

25     You need a loan, and homeowners applying
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2     for those loans have been getting refused

3     at an alarming rate in Philadelphia.  We

4     need to leverage private capital to

5     support loans to keep these families in

6     their homes.

7               Second, preserving these

8     thousands of houses contributes to public

9     health and safety.  With the kind of

10     density provided in rowhouse

11     neighborhoods, people can get to work and

12     recreation by walking and taking SEPTA.

13     The big buzz for the last few years

14     amongst architects and planners has been

15     about creating walkable communities that

16     promote active lifestyles, thus reducing

17     obesity and diabetes.  We have those

18     communities right here, but many streets

19     are not safe, and allowing houses to

20     deteriorate and become vacant makes the

21     streets less safe.  According to U.S.

22     Census analysis, one out of seven homes

23     with holes in the roof were abandoned

24     within five years of reporting the

25     problem.
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2               Third, a sustainable social and

3     environmental model needs to be

4     economically sustainable.  All buildings

5     require maintenance, and these houses

6     will endure and be there for the next

7     generations if needed repairs can be made

8     in a timely fashion.  With only grant

9     programs for those on extremely limited

10     incomes, we would not be able to save

11     enough houses.  We need loan programs

12     people can trust and afford, and we need

13     those programs to be replenished as one

14     neighbor pays back so another can borrow.

15               Thank you very much.

16               COUNCILMAN HENON:  Thank you

17     for your testimony.

18               You may state your name for the

19     record and proceed with your summarized

20     testimony.  Thank you.

21               MR. RACHLIN:  Being heard is

22     rarely my problem.

23               Thank you, Councilman and

24     members of the Finance Committee.  I've

25     submitted my testimony for the record, so
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2     I won't come close to reading it.  I'll

3     make just two points.

4               COUNCILMAN HENON:  Can you

5     state your name for the record.

6               MR. RACHLIN:  Yes.  My name is

7     Andy Rachlin.  I'm the Managing Director

8     of Lending and Investment at Reinvestment

9     Fund.

10               The first point I wanted to

11     make is related to research that

12     Reinvestment Fund has done on behalf of

13     the Healthy Rowhouse Project over the

14     last several months.  Our research team,

15     led by Ira Goldstein, found the following

16     things to be an analysis of several

17     databases of housing-related data in

18     Philadelphia:

19               First, 30 percent of homeowners

20     with home repair needs have incomes

21     between 36,000 and 85,000, which means

22     both that they don't qualify for the

23     City's home repair programs and also that

24     there's at least a plausible case to be

25     made to suggest that they might be able
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2     to service at least a modest loan with a

3     reasonable interest rate.

4               Second, approximately 24,000

5     Philadelphians applied for home

6     improvement loans from 2012 to 2014, and

7     62 percent, about 15,000, were denied.

8     That's only a large number at a growth

9     scale, but it is about double the rate of

10     the national average.  So that suggests

11     that there is significant demand for

12     credit that is going unmet.

13               And, third, over half of

14     homeowners with repair needs have

15     critical repair requirements like a new

16     roof or a boiler that can be addressed

17     with a relatively modest expenditure,

18     $10,000, $20,000.  These are not big

19     numbers.  So that suggests that the

20     amount of capital that these folks who

21     need credit require is not so substantial

22     that it's necessarily outside of their

23     means if the credit terms can be made

24     reasonable and accessible.

25               The second point that I wanted
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2     to make is only to echo that several

3     others have made, which is the relative

4     efficiency of a loss reserve approach to

5     supporting a loan program for homeowners.

6     What it allows is for a relatively small

7     public investment to leverage a

8     relatively large private investment.

9     That means that the most precious

10     resource, public subsidy, is being spread

11     as far as possible.  The folks who

12     need -- folks are receiving only as much

13     subsidy they need and no more and that as

14     much subsidy as possible is left over for

15     those who need it most.

16               With that, I thank you.  I'm

17     happy to answer any questions, and I'll

18     submit my testimony for the record.

19               COUNCILMAN HENON:  Thank you

20     for your testimony.

21               We will now call upon Andrew

22     Goodman.

23               (Witness approached witness

24     table.)

25               MR. GOODMAN:  Good afternoon.
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2     My name is Andrew Goodman.  I'm Director

3     of Community Engagement for New

4     Kensington Community Development

5     Corporation.  Along with many of my

6     colleagues, I have submitted a longer

7     written testimony for the record.

8               I am grateful to the Committee

9     members for the chance to speak about the

10     dire need for new creative approaches to

11     financing home repair programs for

12     Philadelphia residents as a way to

13     sustain our communities in the long term.

14               As a NAC office, neighborhood

15     energy center, and housing counseling

16     agency that serves 50,000 residents each

17     year, NKCDC is in the eye of the storm

18     when it comes to helping preserve

19     affordable homeownership in Kensington

20     and the northern River Wards.  As our

21     community engagement team has worked to

22     meet people where they are, my team and I

23     learned firsthand how housing was

24     influencing people's health in terms of

25     its physical quality, along with the
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2     stress that comes with the inability to

3     keep up on payments and how securing just

4     a few thousand dollars of needed repairs

5     would go a long way for many hard-working

6     Philadelphia families.

7               We met Miss Zoila, a

8     hard-working woman from Ecuador who moved

9     from Kensington and filled her block with

10     joy with her intense passion for

11     gardening, but who we were unable to

12     register for the Weatherization

13     Assistance Program because of larger

14     structural challenges with her roof.

15               We met Miss Dana while doing

16     outreach for the then state-funded Elm

17     Street Facade Improvement Program, only

18     to learn, understandably so, that she was

19     saving what money she had to fix the

20     holes in her floor and stairs and not

21     re-pointing her bricks.

22               We also met Miss Gloria, who is

23     supporting her five children and her

24     husband as he sought to reenter the

25     workforce.  Gloria acts as a block
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2     captain even without the official City

3     title, but cannot get the repairs she

4     needs to help with her son's asthma

5     because the BSRP wait list is so long.

6               In this way, these are by no

7     means isolated incidents.  We receive

8     thousands of inquiries about the

9     availability of home repair assistance

10     dollars every year, and Kensington is a

11     perfect microcosm for this urgent

12     citywide need.  Our service area runs the

13     gamut of Philadelphia conditions, from

14     three-story rowhouses that we couldn't

15     give away 20 years ago, now selling for

16     $400,000, just a couple blocks away from

17     the infamous Kensington and Somerset

18     intersection where residents are

19     struggling with multiple sources of

20     trauma outside of their homes.  The last

21     thing they should have to worry about is

22     whether or not their furnace works or if

23     their windows will help keep the cold air

24     out in the winter.

25               This is why NKCDC has worked so



Committee on Finance
November 29, 2016

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

Page 132

1     11/29/16 - FINANCE - BILL 160326, ETC.

2     diligently to secure other partnerships

3     in the meantime to bring what home repair

4     resources might exist out there to

5     Kensington.  Some of our partnerships

6     with other organizations who you have

7     heard and will hear from today include

8     the Philadelphia Department of Public

9     Health, Energy Coordinating Agency,

10     Healthy Rowhouse Project, Philadelphia

11     LISC, Impact Services, and Rebuilding

12     Together Philadelphia.  And to

13     Councilwoman Reynolds Brown's question

14     from earlier, we learned firsthand

15     through many of these partnerships the

16     value that a non-profit like ours can

17     bring, particularly to help guide

18     residents through whatever the assistance

19     or assessment program might be, as well

20     as to help educate on the extent of the

21     challenges that need to be addressed in

22     most homes that run the gamut from

23     roofing to mold to pest control, heating,

24     windows, doors, et cetera.  Really the

25     list goes on.
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2               The most difficult -- the most

3     important reflection for me when it comes

4     to home repairs is that these are health

5     burdens that can be avoided and prevented

6     in the future.  For that reason, we are

7     grateful to see City Council committed to

8     a holistic solution to this challenge,

9     and that begins with approving the Bill

10     161014.  The need to preserve healthy and

11     affordable housing in stable and

12     transit-accessible neighborhoods like

13     Kensington is crucial to Philadelphia's

14     ability to remain a livable city for all

15     income levels, which is why this is such

16     a priority for NKCDC.

17               The creation of a loan program

18     as part of this bill that has the

19     potential to leverage at least double the

20     amount invested by the City is a great

21     innovation in this bill.  It doesn't just

22     fill a gap.  It uses a relatively small

23     amount of public money to attract private

24     dollars from new sources who haven't

25     previously been investing in home repairs
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2     where it's needed the most.

3               This is the right moment for

4     the City to show how much it cares about

5     preserving and strengthening mixed-income

6     communities and how stopping the cycle of

7     trauma starts at home.  This

8     public-private partnership will help give

9     thousands access to home repair

10     opportunities that weren't previously

11     available to them and gives

12     Philadelphians a menu of options that can

13     be sustainable for decades to come.

14               Again, thank you for the

15     opportunity to speak with you today, and

16     please consider NKCDC a partner in

17     continuing to bridge this gap moving

18     forward.

19               Thank you very much.

20               COUNCILWOMAN BLACKWELL:  Thank

21     you very much.

22               Let me ask how many people are

23     left.  We have here Thomas Earle, Liberty

24     Resources; German Parodi, Disabled in

25     Action; Liz Robinson, ECA, Energy
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2     Coordinating Committee; and Emily

3     Schapira, Philadelphia Energy Authority.

4     Are any of those here?  Just one?  Thank

5     you.

6               (Audience members talking

7     without microphone.)

8               COUNCILWOMAN BLACKWELL:  I

9     really don't think you think I can hear

10     that.  If you're here, please come up.

11               One of my colleagues has to

12     leave.  We're trying to get it in.

13               (Witnesses approached witness

14     table.)

15               COUNCILWOMAN BLACKWELL:  Thank

16     you.  Thank you.

17               Thank you, Andy Frishkoff, for

18     your testimony and for your work, and we

19     are happy to submit all as if written --

20     all as if all has been read, and we're

21     happy to do that and submit an

22     abbreviated form.  I'm trying to not lose

23     my panel so we can get a vote.  Thank

24     you.

25               MR. FRISHKOFF:  Good afternoon.
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2     Thank you for this opportunity,

3     Chairwoman Blackwell, members of the

4     Committee.  I am Andrew Frishkoff,

5     Director of the Philadelphia Local

6     Initiatives Support Corporation.  I will

7     try to summarize and be brief.

8               As most of you know, LISC is a

9     leading national and local community

10     development organization.  We've invested

11     almost $400 million in Philadelphia's

12     homes and neighborhoods during the past

13     35 years.  Bill 161014 aligns with LISC's

14     ongoing support of community-based home

15     repair programs, including the home

16     preservation initiative in the 3rd

17     Council District, which has completed

18     more than 100 home repairs in West

19     Philadelphia.

20               The proposed home repair loan

21     program also mirrors a similar program

22     that LISC has helped design and run in

23     Detroit.  We have been pleased to share

24     information from the Detroit program with

25     members of City Council and the Kenney
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2     Administration.  We hope it will be a

3     guide for our efforts here in

4     Philadelphia.

5               There's no doubt that

6     Philadelphia needs to invest more in home

7     preservation for low- and moderate-income

8     owners and renters.  As you have already

9     heard, 75 percent of our houses are more

10     than 50 years old.  Many of them are in

11     poor condition, are making residents

12     sick, and are an accident waiting to

13     happen for frail, elderly residents and

14     people with physical disabilities.

15     However, with few exceptions, we can

16     repair and make safe between 10 and 20 of

17     these houses for the same dollars it

18     would cost to build just one new house.

19     Even better, if we do the work right,

20     children living in these homes will do

21     better in school, we will save millions

22     of dollars in healthcare and energy

23     costs, and we will strengthen our

24     neighborhoods.  Therefore, I urge you to

25     authorize the bond service agreement with
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2     just a few reminders.

3               As you've heard, Philadelphia

4     Housing Development Corporation will need

5     the help of CDCs and other non-profit

6     partners to perform the necessary home

7     repairs.  Also, PHDC will likely need to

8     increase its pool of contractors to

9     handle the volume of repairs.  Some

10     contractors will need capacity building

11     and financing to participate in the

12     program.

13               Third, home preservation must

14     be complemented by housing counseling,

15     tax assistance, and utility supports.  We

16     must ensure that we don't invest millions

17     of dollars in home repairs, only to have

18     people lose their homes to foreclosure or

19     utility shut-offs.

20               Finally, Philadelphia has more

21     than 20,000 privately owned affordable

22     apartments that were financed in part

23     with government funds.  Between 5,000 and

24     10,000 of them need new funding in the

25     next three years for repairs and
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2     continuing affordability.  We need to

3     invest City funds in order to leverage

4     state and federal funds and preserve

5     these affordable rental homes as well as

6     those occupied by owners.

7               Thank you for the opportunity

8     to testify.

9               COUNCILWOMAN BLACKWELL:  Thank

10     you very much.

11               Please hold there.  I know

12     there are two people left.  Is that it?

13     Then we are going to have to recess our

14     public hearing, enter into our stated

15     meeting and we'll come right back.

16               All right.  The Chair

17     recognizes Councilman Henon, Vice Chair.

18               COUNCILMAN HENON:  Thank you,

19     Madam Chair.  I move that Bill No. 160326

20     be reported from this Committee with a

21     favorable recommendation and further move

22     that the rules of Council be suspended as

23     to permit first reading of this bill at

24     our next Council session.

25               (Duly seconded.)
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2               COUNCILWOMAN BLACKWELL:  It has

3     been moved and properly seconded that

4     Bill No. 160326 be reported from this

5     Committee with a favorable recommendation

6     and further moved that the rules of

7     Council be suspended so as to permit

8     first reading of this bill at the next

9     session of Council.

10               All in favor?

11               (Aye.)

12               COUNCILWOMAN BLACKWELL:

13     Opposed?

14               (No response.)

15               COUNCILWOMAN BLACKWELL:  The

16     ayes have it and the motion carries.  So

17     Bill No. 160326 will be reported from

18     this Committee with a favorable

19     recommendation and a request that the

20     rules be suspended so as to permit first

21     reading at our next session of Council.

22               The Chair now recognizes

23     Councilman Henon for a motion on an

24     amendment to Bill No. 160810.

25               COUNCILMAN HENON:  Thank you,
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2     Madam Chair.  I offer an amendment to

3     Bill No. 160810.  A copy of the amendment

4     has been circulated to all members of the

5     Committee, and I move for the adoption of

6     the amendment.

7               (Duly seconded.)

8               COUNCILWOMAN BLACKWELL:  It has

9     been moved and properly seconded that the

10     amendment to Bill No. 160810 be approved.

11               All those in favor of the

12     motion will say aye.

13               (Aye.)

14               COUNCILWOMAN BLACKWELL:  Those

15     opposed?

16               (No response.)

17               COUNCILWOMAN BLACKWELL:  The

18     ayes have it and the motion carries, and

19     Bill No. 160810 has been amended.

20               The Chair now recognizes

21     Councilman Henon for a motion on Bill No.

22     160810, as amended.

23               COUNCILMAN HENON:  Thank you,

24     Madam Chair.  I move that Bill No.

25     160810, as amended, be reported from this
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2     Committee with a favorable recommendation

3     and further move that the rules of

4     Council be suspended as to permit first

5     reading of this bill at our next session

6     of Council.

7               (Duly seconded.)

8               COUNCILWOMAN BLACKWELL:  It has

9     been moved and properly seconded that

10     Bill No. 160810, as amended, be reported

11     from this Committee with a favorable

12     recommendation and further moved that the

13     rules of Council be suspended so as to

14     permit first reading of this bill at our

15     next session of Council.

16               All those in favor will say

17     aye.

18               (Aye.)

19               COUNCILWOMAN BLACKWELL:  The

20     ayes have it.  The motion carries.  Bill

21     No. 160810, as amended, will be reported

22     from this Committee with a favorable

23     recommendation and a request for a

24     suspension of the rules so as to permit

25     first reading at our next session of
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2     Council.

3               The Chair now recognizes

4     Councilman Henon for a motion on Bill No.

5     160872.

6               COUNCILMAN HENON:  Thank you,

7     Madam Chair.  I move that Bill No. 160872

8     be reported from this Committee with a

9     favorable recommendation and further move

10     that the rules of Council be suspended as

11     to permit first reading of this bill at

12     our next session of Council.

13               (Duly seconded.)

14               COUNCILWOMAN BLACKWELL:  It has

15     been moved and properly seconded that

16     Bill No. 160872 be reported from this

17     Committee with a favorable recommendation

18     and that the rules of Council be

19     suspended so as to permit first reading

20     at our next session of Council.

21               All those in favor will say

22     aye.

23               (Aye.)

24               COUNCILWOMAN BLACKWELL:  The

25     ayes have it and the motion carries, and
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2     Bill No. 160872 will be reported from

3     this Committee with a favorable

4     recommendation and a recommendation for a

5     suspension of the rules.

6               The Chair now recognizes

7     Councilman Henon for a motion with regard

8     to Bill No. 161001.

9               COUNCILMAN HENON:  Thank you,

10     Madam Chair.  I move that Bill No. 161001

11     be reported from this Committee with a

12     favorable recommendation and further move

13     that the rules of Council be suspended as

14     to permit first reading of this bill at

15     our next session of Council.

16               (Duly seconded.)

17               COUNCILWOMAN BLACKWELL:  It has

18     been moved and properly seconded that

19     Bill No. 161001 be reported from this

20     Committee with a favorable recommendation

21     and further that the rules be suspended

22     so as to permit first reading at our next

23     session of Council.

24               All those in favor will say

25     aye.
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2               (Aye.)

3               COUNCILWOMAN BLACKWELL:

4     Opposed?

5               (No response.)

6               COUNCILWOMAN BLACKWELL:  The

7     ayes have it and the motion carries.

8     Bill No. 161001 will be reported from

9     this Committee with a favorable

10     recommendation and that the rules be

11     suspended so as to permit first reading

12     at our next session.

13               The next bill -- the Chair

14     recognizes Councilman Henon for a motion

15     on the amendment to Bill No. 161014.

16               COUNCILMAN HENON:  Thank you,

17     Madam Chair.  I offer an amendment to

18     Bill No. 161014.  A copy of the amendment

19     has been circulated to all members of the

20     Committee, and I move for the adoption of

21     the amendment.

22               (Duly seconded.)

23               COUNCILWOMAN BLACKWELL:  It has

24     been moved and properly seconded that the

25     amendment to Bill No. 161014 be approved.
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2               All those in favor of the

3     motion will signify aye.

4               (Aye.)

5               COUNCILWOMAN BLACKWELL:

6     Opposed?

7               (No response.)

8               COUNCILWOMAN BLACKWELL:  The

9     motion carries and Bill No. 161014 has

10     been amended.

11               The Chair now recognizes

12     Councilman Henon for a motion on Bill No.

13     161014, as amended.

14               COUNCILMAN HENON:  Thank you,

15     Madam Chair.  I move that Bill No.

16     161014, as amended, be reported from this

17     Committee with a favorable recommendation

18     and further move that the rules of

19     Council be suspended as to permit first

20     reading of this bill at our next Council

21     session.

22               (Duly seconded.)

23               COUNCILWOMAN BLACKWELL:  It has

24     been moved and properly seconded that

25     Bill No. 161014, as amended, be reported
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2     from this Committee with a favorable

3     recommendation and further moved that the

4     rules of Council be suspended so as to

5     permit first reading of this bill at our

6     next session of Council.

7               All those in favor will say

8     aye.

9               (Aye.)

10               COUNCILWOMAN BLACKWELL:

11     Opposed?

12               (No response.)

13               COUNCILWOMAN BLACKWELL:  The

14     ayes have it and the motion carries.  So

15     Bill No. 161014, as amended, will be

16     reported from this Committee with a

17     favorable recommendation and a

18     recommendation for a suspension of the

19     rules.

20               COUNCILMAN HENON:  Excuse me.

21     I want to make a comment on Bill No.

22     160873.  This bill is going to be held in

23     Committee at the call of its sponsor and

24     the call of the Chair, but I'm a little

25     disappointed that Wells Fargo was not
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2     here to answer any questions.  I believe

3     that not just members of this Committee

4     but other members of City Council and

5     people that were here to testify had some

6     direct questions and some questions on

7     the amount of monies in their depositor

8     and some other costs associated with this

9     bill.  So I believe this Committee is a

10     little disappointed and some other

11     Councilmembers are a little disappointed

12     on their absence and hope we have another

13     opportunity to question them publicly at

14     one of our public hearings.

15               So I want to thank the sponsor,

16     Councilwoman Bass, for her due diligence

17     and deep research in making sure that all

18     Philadelphians are accountable, including

19     the businesses, especially ones that do

20     business with the City.

21               Thank you.

22               COUNCILWOMAN BLACKWELL:  I

23     would like to likewise thank Councilwoman

24     Bass for all she's done on this issue

25     from the very beginning.
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2               Councilman Greenlee.

3               COUNCILMAN GREENLEE:  Yes.

4     Thank you, Madam Chair.  I join the

5     chorus here in recognizing Councilwoman

6     Bass's efforts on this.  I do think we

7     need a little bit more information,

8     particularly on the financial aspect of

9     what this will be with the City, and I

10     certainly agree with Councilman Henon

11     that we need Wells Fargo in here to ask

12     them direct questions also.

13               So I appreciate all the

14     Councilwoman's work and the fact that she

15     will be holding this for future

16     discussion.

17               Thank you very much.

18               COUNCILWOMAN BLACKWELL:  Thank

19     you.

20               Councilwoman Reynolds Brown.

21               COUNCILWOMAN BROWN:  The

22     friendly amendment I would make to

23     Councilman Henon's and Bill Greenlee's

24     remarks are, we need a lot more

25     information so as to be responsible in
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2     how we take action on this important

3     matter.  And so I had a list of questions

4     here for Wells Fargo, only to learn that

5     for reasons that I don't understand will

6     not be addressed today.  So for sure the

7     mission continues with the task and ask

8     at hand on behalf of Councilwoman Bass.

9               COUNCILWOMAN BLACKWELL:  Thank

10     you very much.

11               We will now resume our public

12     hearing and certainly thank you for your

13     patience and invite you to testify.

14               Thank you.

15               All it can do is be repeated.

16               This bill, Bill 160873, will

17     remain in Committee and it will held

18     until the call of the Chair.  All the

19     other bills have been reported out, and

20     we're going to leave our public hearing

21     and resume our -- our public meeting and

22     resume our public hearing.

23               And thank you all very much.

24     Please come forward and bring us your

25     testimony.



Committee on Finance
November 29, 2016

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

Page 151

1     11/29/16 - FINANCE - BILL 160326, ETC.

2               COUNCILMAN HENON:  Remaining

3     witnesses that wish to testify, please

4     come forward.  And, again, I just want

5     to -- since we're in the public hearing,

6     that Bill No. 160873 is being held at the

7     call of the Chair.

8               (Witnesses approached witness

9     table.)

10               COUNCILWOMAN BLACKWELL:  Thank

11     you.

12               Please give us your name and

13     begin your testimony.

14               MR. FLAHERTY:  Good afternoon,

15     members of Council and members of the

16     public.  My name is Thomas Flaherty,

17     Strategic Initiative Officer at the

18     Energy Coordinating Agency, here with the

19     complements of Liz Robinson.  I would

20     like her full written testimony to be

21     submitted for the record, and I will keep

22     my remarks brief with respect to the

23     Council's and the public's time, echoing

24     the sentiments of other non-profits who

25     have spoken in support of this bond
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2     issuance, in support of the coordination

3     of non-profit work with PHDC, and in

4     support of the establishment of a

5     revolving loan fund.

6               COUNCILWOMAN BLACKWELL:  Thank

7     you very much, and thank you for your

8     patience.  Thank you.

9               UNIDENTIFIED SPEAKER:  Well,

10     I'm just going to keep it brief.  German

11     left because you already have made your

12     decision, which is unfortunate.  So I'm

13     representing Tom Earle from Liberty

14     Resources.  We serve disabled people in

15     Philadelphia, and we spent 25 years

16     getting people out of institutions.  So

17     we need housing, and we wanted it amended

18     to add 35 million.  So for us it's

19     devastating.  So at any point, anybody

20     else could be disabled.  You could join a

21     minority.

22               But the other thing is, we have

23     to file an ADA complaint.  We asked for

24     an interpreter again to this Committee.

25     We were turned down that there wasn't
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2     enough time, but the minute we knew the

3     date, we asked for an interpreter.  So

4     once again, it's not a public hearing.

5     It seems discrimination against the

6     disabled community, of which we are 16

7     percent of this population, and there's

8     44,000 people that are deaf and hard of

9     hearing that live in this city.  But you

10     want to keep constantly discriminating

11     against them.  And I feel like German and

12     Tom were the last two -- the only two

13     disabled people here.  We didn't even get

14     to testify and you made your decision.

15     You know, it's really -- after a while

16     it's really upsetting, really

17     disappointing.

18               (Applause.)

19               COUNCILWOMAN BLACKWELL:  Thank

20     you very much.  Thank you.  Thank you.

21               COUNCILMAN HENON:  Please state

22     your name for the record.

23               MS. SCHAPIRA:  Hi.  My name is

24     Emily Schapira.  I'm the Executive

25     Director of the Philadelphia Energy
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2     Authority.  I will be super brief and I

3     will submit my comments for the record.

4               I just wanted to express our

5     support obviously for 161014.  I don't

6     think this is the end.  I think there's

7     certainly more to do with a loan program

8     as well as applying programs for tenants.

9     These are just homeowner programs.  So

10     that's something we all know is an issue

11     as well to deal with.  But as far as the

12     substance of what is there, we're happy

13     it's going forward.  The wait list does

14     need to be cleared.

15               We wanted to add three quick

16     recommendations as you move forward and

17     thinking about what comes next.  So the

18     first is just focusing on process

19     improvements by PHDC.  The time that it

20     takes from the time that somebody calls

21     to ask for a basic system repair for

22     something like a collapsed roof or

23     something like major electrical problems

24     can be anywhere up to 18 months from the

25     time they call to the time they actually
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2     get someone out to their house to take a

3     look and see what's going on.  So

4     obviously these are people that are in

5     crisis and they need our help faster than

6     we can provide it.  So there are a lot of

7     process improvements that PHDC can make.

8     We commend their efforts for doing that,

9     and we hope that they'll continue forward

10     and Council will continue to apply some

11     pressure there as well.

12               The second thing is to revise

13     PHDC's repair guidelines to ensure basic

14     energy standards are incorporated.  I

15     think this is something that seems to be

16     moving forward already, but I wanted to

17     highlight it.  If we go in and replace a

18     roof, but we don't insulate it, yes, it's

19     better that now only 25 percent of your

20     heating costs are blowing out of that

21     roof as opposed to maybe 75 percent

22     before when it was collapsing, but we're

23     not fundamentally solving problems.

24     We're just band-aiding them.  So we hope

25     that's something that will be
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2     incorporated going forward.

3               The third recommendation is to

4     address really the core issues at the

5     root of our demand rather than just the

6     symptoms.  This bond will clear the wait

7     list for right now, but Philadelphia's

8     aging housing stock and high rate of

9     low-income homeownership ensure that the

10     wait list will just build right back up.

11     So it's critical that Council act again

12     to next create a program that would

13     integrate and leverage existing programs

14     to incorporate major systems repair with

15     health interventions, including pest

16     control and removing asthma triggers and

17     energy and weatherization interventions

18     to reduce household expenses and help

19     ensure that people can afford to keep the

20     heat on.

21               There's a study that came out

22     recently from the Center for Neighborhood

23     Technology showing that we can reduce

24     poverty in Philadelphia by 25 percent

25     through a combination of household
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2     expense reductions and job creation.  So

3     this is an important time to be thinking

4     about energy as well.

5               I'll leave it that and I'll

6     submit the rest of my comments for the

7     record.

8               Thank you so much for having

9     me.

10               COUNCILWOMAN BLACKWELL:  Let me

11     say thank you.  And let me thank everyone

12     here.  And I apologize for all the time

13     issues.  You know, the last hearing went

14     long and made us a couple hours late or

15     an hour and a half or so.  But we thank

16     you all.  We want to thank the Committee,

17     and we will recess subject to the call of

18     the Chair.

19               Thank you all.

20               (Committee on Finance concluded

21     at 4:40 p.m.)

22                   - - -

23

24

25
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