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2            COUNCILMAN GREEN:  Good

3  morning.  I'd like to call this hearing

4  to order.  This is a public hearing of

5  the City Council Committee on Finance.

6  The purpose of this public hearing is to

7  hear testimony on Bill Nos. 200016 and

8  200117.

9            I'd like to recognize the

10  presence of a quorum for today's public

11  Finance Committee hearing.  To my left,

12  the Vice Chair of the Committee,

13  Councilmember Bobby Henon.  To my right,

14  Councilmember Curtis Jones, Jr., and to

15  his right, Councilmember Allan Domb.  And

16  also coming into the room, Council

17  President Darrell Clarke, for the

18  purposes of a quorum.

19            I would like to have the Clerk

20  read the title of the bills that are

21  going to be listed for today.

22            THE CLERK:  Bill No. 200016, an

23  ordinance amending Section 19-1508 of The

24  Philadelphia Code, entitled "Refunds and

25  Forgiveness for Poverty Income," to
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2  revise the tax rate, under certain terms

3  and conditions.

4            Bill No. 200117, an ordinance

5  approving the amendment of the Fiscal

6  Year 2020 Capital Budget providing for

7  expenditures for the capital purposes of

8  the Philadelphia Gas Works (including the

9  supplying of funds in connection

10  therewith) subject to certain constraints

11  and conditions, and acknowledging the

12  receipt of the Revised Forecast of

13  Capital Budgets for Fiscal Years 2021

14  through 2025, as amended.

15            COUNCILMAN GREEN:  I know we

16  have two bills for today's hearing.

17  We're going to start with Bill No.

18  200117.

19            Do any of my colleagues have

20  any opening statements regarding this

21  bill?

22            (No response.)

23            COUNCILMAN GREEN:  Seeing none,

24  I would like to call Doug Moser from PGW

25  and Gemela McClendon, Esquire, Executive
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2  Director of the Philadelphia Gas

3  Commission, to the podium for this bill.

4            (Witnesses approached witness

5  table.)

6            MS. McCLENDON:  Good morning,

7  Chairman Green and members of the Finance

8  Committee.  My name is Gemela McClendon

9  and I am the Executive Director of the

10  Philadelphia Gas Commission.  I

11  appreciate this opportunity to testify on

12  behalf of the Commission in support of

13  Bill No. 200117, which embodies the

14  recommendations unanimously adopted at

15  the Commission's public meeting held on

16  November 12th, 2019.  I also respectfully

17  request that this bill be reported out of

18  Committee with a favorable

19  recommendation, together with a

20  suspension of the rules so that it may

21  have its first reading at the next City

22  Council session.

23            As I have already submitted

24  written testimony for the Committee's

25  consideration, I will keep my remarks
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2  brief.  As detailed in that written

3  testimony, after the Commission's review

4  and consideration of the record presented

5  in this matter, the Commission supports

6  and does recommend that City Council

7  approve PGW's request to amend its Fiscal

8  Year 2020 Capital Budget.

9            PGW's request does not

10  represent an increase in the total cost

11  of the impacted line items, but will

12  allow PGW to complete two projects that

13  were originally concluded in PGW's Fiscal

14  Year 2018 Capital Budget and whose

15  authorization was to expire August 31st,

16  2019.

17            These projects are related to

18  safety and reliability of PGW's system,

19  and it is critical that PGW be allowed to

20  complete both.

21            The Commission, therefore,

22  respectfully requests and recommends that

23  Council approve Bill No. 200117.

24            On behalf of the Philadelphia

25  Gas Commission, I thank you for the
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2  opportunity to provide this testimony,

3  and I'd be happy to answer any questions

4  that you may have regarding it.

5            COUNCILMAN GREEN:  Thank you,

6  Ms. McClendon.

7            I also would like to

8  acknowledge for the record that we're

9  joined in attendance by Councilmember

10  David Oh.

11            Mr. Moser, you can give your

12  testimony.

13            MR. MOSER:  Good morning,

14  Chairman Green and members of City

15  Council's Committee on Finance.  My name

16  is Douglas Moser.  I am the Executive

17  Vice President and Acting Chief Operating

18  Officer for the Philadelphia Gas Works.

19  I'm also appearing today on behalf of PGW

20  in support of Bill No. 200117, which

21  would approve the amendment on PGW's

22  Fiscal Year 2020 Capital Budget.

23            I have submitted written

24  testimony, and in conservancy of time,

25  Gemela has already listed what the
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2  amendment will be, so I will just be

3  available for any questions that you may

4  have.

5            COUNCILMAN GREEN:  Thank you,

6  Mr. Moser.

7            If you can just give a little

8  more background on the amendment of about

9  a million dollars that, one, I think

10  about half of that is to replace and add

11  a shut-off valve at the LNG tank at

12  Passyunk and the other one is to relocate

13  the LNG switchgear at Passyunk.  If you

14  can give a little more background on that

15  information.

16            MS. MOSER:  That is correct.

17  The original gas processing -- that is in

18  our gas processing budget.  The original

19  gas processing budget was about 3.45,

20  $3,432,000.  This amendment would have

21  those two projects, about $129 million as

22  those two projects.  The one project was

23  to replace a shut-off valve and to

24  install an additional shut-off valve on

25  the tank at Passyunk plant, our LNG tank.
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2  The second project was to relocate

3  electrical switchgear at our Passyunk

4  plant.  Both of them are in the

5  neighborhood of $650,000 each for those

6  projects.

7            COUNCILMAN GREEN:  For the

8  record, I'd like to acknowledge that

9  we've been joined by Councilmember Maria

10  Quinones-Sanchez.

11            Mr. Moser, thank you for the

12  information.  Can you give us some

13  perspective on how these two additional

14  capital projects will have any impact

15  regarding the P3 project at the Passyunk

16  facility?

17            MR. MOSER:  These will have no

18  effect on that.  The first project to

19  install a shut-off valve was a project

20  that we have on the -- had planned to do.

21  It was to do two things.  It was to

22  install an internal shut-off valve in the

23  tank.  So the process was to take the

24  tank out of service, install an internal

25  shut-off valve on the tank.  It was also
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2  to replace the external shut-off valve on

3  the tank, and then it was to do a

4  thorough inspection of the internals of

5  the tank and then put it back in service.

6            COUNCILMAN GREEN:  And so from

7  just reading the testimony and from my

8  recollection from the Gas Commission

9  hearing, these type of capital

10  investments are to maintain the

11  operations of the LNG facility in top

12  working order at Passyunk?

13            MR. MOSER:  That is correct,

14  yes.

15            COUNCILMAN GREEN:  Thank you,

16  Mr. Moser.

17            I would like to acknowledge

18  Councilmember Henon for questions.

19            COUNCILMAN HENON:  Thank you,

20  Mr. Chair.

21            I'm not sure who to direct the

22  question to here.  It should be fairly

23  simple.  I don't know if it's the Gas

24  Commission.  You had mentioned that this

25  is a part of the gas processing capital
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2  investment, right, $3.4 million, and is

3  the 1.9 a part of that 3.4 or is it in

4  addition to?

5            MR. MOSER:  The 1.29 was in

6  addition to the 3.4.

7            COUNCILMAN HENON:  Okay.  So

8  it's in addition to.

9            It was mentioned that --

10  Gemela, in your testimony you mentioned

11  that in 2018, this is a capital

12  expenditure or capital approval that the

13  Commission approved in 2018; is that

14  correct?

15            MS. McCLENDON:  Yes.

16            COUNCILMAN HENON:  So they

17  approved 3.4 in 2018?

18            MS. McCLENDON:  Correct.

19            COUNCILMAN HENON:  And has the

20  rest of the work been started or is it

21  completed?

22            MS. McCLENDON:  I believe that

23  it began.  There was a delay.  There were

24  some issues as -- our understanding was

25  there were issues with the design of the
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2  picture.  Doug can probably speak more.

3            MR. MOSER:  With that, it was a

4  2018 project.  It was a two-year project

5  to complete the work.  The work started

6  in 2019.  We have a two-year spend on the

7  money.  It would have -- it ran out at

8  the end of Fiscal Year 2019.  This is to

9  amend the 2020 budget to incorporate that

10  entire work.

11            The overall cost of the project

12  was a little bit more than we had

13  originally anticipated, so that's why we

14  needed this additional money.

15            COUNCILMAN HENON:  So we're

16  extending the delayed time to the end of

17  the year --

18            MR. MOSER:  That is correct.

19            COUNCILMAN HENON:  -- to

20  complete the project with authorization

21  for an additional 1.29?

22            MS. McCLENDON:  Correct.  And

23  it should be noted that when the Gas

24  Commission makes recommendations for

25  these sorts of reauthorizations after the
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2  two-year lifespan a project has expired,

3  PGW only has an additional 15 months

4  within which to complete the project

5  itself.  So it really is an extension of

6  time so that the work can be completed.

7            COUNCILMAN HENON:  Is this work

8  necessary for the P3 project, even though

9  they're not exclusively related, but is

10  the work being done now that you're in

11  front of us or extension critical for the

12  P3?

13            MR. MOSER:  It was necessary to

14  maintain the safety and integrity of the

15  tank, which if we want to continue with

16  the -- to be able to continue with the P3

17  project, we needed to complete this work.

18            COUNCILMAN HENON:  Okay.

19  Great.  That's important that everybody

20  knows how things fall into play when you

21  have a five-year plan, because this is a

22  part of it.

23            In addition to -- and I'll end

24  with this -- are there any other projects

25  that are delayed that you'll be back in
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2  front of this body for for expanding of

3  time that you haven't been able to start

4  yet with the two-year?

5            MR. MOSER:  There's none that

6  I'm aware of at this point in time.

7            COUNCILMAN HENON:  Thank you.

8  I have no further questions.

9            COUNCILMAN GREEN:  Thank you,

10  Councilmember Henon.

11            Before I recognize

12  Councilmember Jones, Ms. Patterson, if

13  you could come to the podium, I want to

14  ask you a few questions based on PGW's

15  testimony.

16            At this point, I'd like to

17  acknowledge Councilmember Jones.

18            COUNCILMAN JONES:  Thank you,

19  Mr. Chairman.

20            We had a pretty mild winter, on

21  another note, and consumption, I would

22  imagine, is down.  Is any price increases

23  on the horizon because of the lack of

24  consumption?  Are we okay?

25            MR. MOSER:  You are correct.
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2  The consumers are using less gas because

3  it's a warmer winter.  Because of that,

4  some of the dynamics in the market are

5  cheaper natural gas prices and we're able

6  to buy some cheaper natural gas prices

7  and take advantage of that.

8            COUNCILMAN JONES:  So on a

9  liquefied side, are we exporting that

10  demand in the last decade, up, down or

11  the same?

12            MR. MOSER:  On the -- can you

13  reword that?

14            COUNCILMAN JONES:  Liquefied

15  gas, increased demand, the same?

16            MR. MOSER:  You know, on a

17  warmer winter for the type of operation

18  we're running in the local area, LNG

19  demand would be down a little bit right

20  now, because we're not needing to use

21  additional volume, so the rest of the

22  area here is in the same situation where

23  they're using less volume.  That is

24  correct.

25            COUNCILMAN JONES:  Thank you.
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2            (Witness approached witness

3  table.)

4            COUNCILMAN GREEN:  Thank you,

5  Councilmember Jones.

6            Ms. Patterson, if you could

7  just state your name for the record.  The

8  reason I wanted you to come and testify,

9  because you provided some information as

10  part of the PGW testimony regarding the

11  Disadvantaged Business Enterprise

12  program, or DBE program, for PGW.

13  Through our meetings, I know you've been

14  doing a lot of outreach to increase the

15  actual spend.  Unlike the City where it

16  has ranges, PGW in their DBE efforts

17  actually provide numbers on the actual

18  spend, and that's gone up from 2011 at 15

19  percent to 2020 proposed to be 25

20  percent, which is actually higher than

21  the 22 percent goal.

22            I know there have been a number

23  of initiatives that I know in your office

24  you've implemented to increase that,

25  especially a lot of outreach, and just
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2  for the record, if you could put that

3  information for the members.

4            MS. PATTERSON:  Yes.  Hello.

5  My name is Erica Patterson.  I'm the

6  Director of Contracts, Management and

7  Supplier Diversity in the Supply Chain

8  Department at Philadelphia Gas Works.

9            For PGW, our commitment to

10  supplier diversity is to increase the

11  utilization and inclusion of small and

12  local diverse businesses within the

13  Philadelphia and tri-state areas.  PGW

14  for this particular project, we actually

15  have done numerous outreach efforts as it

16  relates to sourcing for DBE vendors that

17  can support the capital budget projects

18  from Fiscal '18 and '19 and '20 and

19  ongoing.

20            The sourcing mechanisms that we

21  do utilize for PGW to find those

22  particular vendors would be the OEO

23  registry.  We are corporate members of

24  the Chambers, which is the African

25  American Chambers of Commerce, Hispanic
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2  Chambers of Commerce, Asian Chamber of

3  Commerce, and we're also members of the

4  Eastern Minority Supplier Development

5  Council.  We also rely on MBDA, The

6  Enterprise Center as well to source for

7  different diverse businesses to support

8  our projects as it relates to procuring

9  business services.

10            COUNCILMAN GREEN:  Thank you,

11  Ms. Patterson.

12            Also just for the record, I

13  want to state I know that PGW has -- the

14  bulk of their spend is a very specialized

15  type of spending in reference to pipes

16  and investments, and I know PGW has been

17  doing a better job to do that type of

18  outreach.

19            Recently, the City had engaged

20  in legislation to bring Best Value to the

21  City of Philadelphia.  We're also looking

22  at those type of things at PGW, and I

23  know there's been some commitment to

24  amend the procurement at PGW to make it

25  more inclusive and also make it easier
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2  for people to do business, and I think

3  part of the outreach you've been doing is

4  to let people know that PGW is also open

5  for business with all types of

6  disadvantaged businesses and that the

7  changes in procurement that will be

8  taking place going forward would also

9  help to address those issues, and look

10  forward to those changes coming to the

11  Gas Commission and other entities so we

12  can improve the spend of PGW with

13  businesses based in the City of

14  Philadelphia who may be disadvantaged.

15            Are there any additional

16  questions from members of the Committee

17  for this panel?

18            (No response.)

19            COUNCILMAN GREEN:  Seeing none,

20  thank you so much.

21            MS. McCLENDON:  Thank you.

22            MS. PATTERSON:  Thank you.

23            COUNCILMAN GREEN:  We will now

24  move to the next bill.

25            If the Clerk could list the
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2  witnesses who are scheduled to testify on

3  the next bill, and then we will hear an

4  opening comment, I believe, from

5  Councilmember Domb.

6            COUNCILMAN DOMB:  Thank you.

7            THE CLERK:  Mary Arthur, Monty

8  Wilson, Pauline Abernathy.

9            COUNCILMAN GREEN:

10  Councilmember Domb.

11            COUNCILMAN DOMB:  Thank you,

12  Chairmember Green and my other colleagues

13  on the Finance Committee for the

14  opportunity today to discuss the wage tax

15  bill refund legislation.

16            As we all know, we unanimously

17  passed this legislation 17 to 0 last

18  session, but the Mayor used his pocket

19  veto authority to not allow the bill to

20  become law.  This was unfortunate and a

21  major roadblock for many low-income

22  individuals and families trying to get

23  out of poverty.

24            However, we're here again today

25  to advance this legislation that will
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2  help 150,000 Philadelphians.  This bill

3  would refund low-income households for

4  the amount they pay in the City's wage

5  tax.  For 60,000 households, this has

6  been a tax on poverty, and we should not

7  be applying this burden on those

8  struggling to get by every day.

9            It's already an embarrassment

10  that our city taxes its working poor

11  higher than the top 50 cities in the

12  United States.  It's time we change this

13  trend and, more importantly, it's time

14  that we move the needle on our city's 24

15  and a half percent poverty rate.

16            I want to thank my co-sponsors,

17  Councilmember Cherelle Parker,

18  Councilmember Maria Quinones-Sanchez, and

19  Chairmember Derek Green, and all my

20  colleagues and all of those who joined in

21  the community, such service providers as

22  Community Legal Services, Philadelphia

23  Association of Community Development

24  Corporations, Campaign for Working

25  Families, Ceiba, Benefits Data Trust, The
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2  Reinvestment Fund, the African American

3  Chamber of Commerce, the Philadelphia

4  Chamber of Commerce, Esperanza, and many

5  others in support of this legislation.

6            Many individuals spoke that

7  day, and all agreed that the way to

8  solving many issues in our city starts

9  focusing on improving poverty.  In

10  addition, many advocates indicated that

11  providing this wage tax refund would be

12  more efficient than having to apply

13  through a separate grant program.

14            The refund program structure

15  already exists in the City, and it's

16  already supported by the state.

17  Providing a refund based on income would

18  also not prohibit an individual from

19  qualifying for other types of assistance

20  programs, such as SNAP, whereas a grant

21  program could disqualify many residents.

22            It's time we make our tax

23  system fair.  I look forward to advancing

24  this legislation and hope the Mayor will

25  join us in this effort.
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2            Thank you, and thank you to all

3  supporters of this legislation.

4            Thank you, Mr. Chairman.

5            COUNCILMAN GREEN:  Thank you,

6  Councilmember Domb.

7            Ms. Arthur and Ms. Abernathy,

8  thank you for being here.  I wanted to at

9  least hear from the Administration before

10  you testify.  So if you can just give us

11  a few moments, we're going to have the

12  Administration come and testify.  So if

13  you can just sit in your seats to your

14  left and right inside of the gate, and

15  then we'll bring you up as soon as we

16  hear from the Administration.

17            THE CLERK:  Rob Dubow.

18            (Witness approached witness

19  table.)

20            COUNCILMAN GREEN:  Mr. Dubow,

21  thank you for being here and providing

22  some testimony regarding this bill.

23            MR. DUBOW:  Thanks.  Good

24  morning, Chair Green and members of the

25  Committee.  I'm Rob Dubow, the City's
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2  Finance Director.  Thank you for the

3  opportunity to testify on Bill No.

4  200016.

5            While we support the bill's

6  intent, for reasons I'll discuss later in

7  this testimony, we ask the bill be held

8  and considered as part of the budget

9  process that will begin next month.

10            The legislation would expand

11  the current 0.5 percent income-based wage

12  tax refund in two stages starting on July

13  1st, 2020.  Qualifying Philadelphia

14  residents would receive a 2.3712 percent

15  refund and qualifying non-residents would

16  receive a 1.9481 percent refund.  Both

17  residents and non-residents would

18  effectively be paying an amount

19  equivalent to only the PICA portion of

20  the wage tax, which is 1.5 percent.

21  Following the scheduled sunset of the

22  PICA portion of the tax in '23,

23  qualifying residents and non-residents

24  would receive a full wage tax refund.

25            We support the bill's intent,
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2  increasing the income of Philadelphians

3  who are living in poverty and promoting

4  economic mobility.  For that reason,

5  working with City Council to combat

6  poverty will be a priority of the FY21

7  budget, which will be released in a

8  couple of weeks.

9            The budget will include an

10  approach that is targeted to residents

11  living at or near poverty and not towards

12  non-residents or individuals who may pay

13  limited wage tax but are not in poverty.

14            We are concerned that the

15  inclusion of commuters diverts funds that

16  could be used to aid Philadelphians, and

17  we're worried that the bill allocates

18  City resources to provide tax relief to

19  people who don't live in the City.

20            As currently drafted, the

21  bill's refund expands an existing

22  Department of Revenue program, and the

23  increased benefit would likely increase

24  utilization of refunds.  As the refund

25  stands now, roughly 1,500 refunds are
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2  issued annually.  Analysis from Revenue

3  suggests that based on state SP return

4  data, there were about 96,400 returns in

5  2018 with taxable compensation.  On

6  average, those filers would receive a

7  $274 refund.  At full capacity, the

8  program would cost a minimum of $26 and a

9  half million annually following the

10  adoption of this legislation.  Revenue

11  also anticipates needing to hire two

12  additional employees to process refunds.

13            The rebate program is

14  complicated for taxpayers to navigate.

15  It requires individuals to file a

16  completed PA-40 SP form with the

17  Commonwealth, confirming their income

18  eligibility.  The threshold is determined

19  by the state, meaning that it includes

20  those with high incomes from 401(k)

21  distributions, pensions, and other

22  sources not taxable by the Commonwealth.

23            Linking access to assistance to

24  the PA program also leaves out

25  individuals who don't file the form or
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2  who file incorrectly.  Taxpayers must

3  then complete and submit a refund

4  application to the City.  This process

5  results in a program that currently only

6  one and a half percent of potentially

7  eligible taxpayers utilize.

8            In the City's Inclusive Growth

9  Strategy released last year, the

10  Administration called for the state to

11  give Philadelphia the flexibility to have

12  a more progressive, efficient, and

13  competitive tax structure.  The

14  Commonwealth's uniformity clause prevents

15  Philadelphia from enacting a more

16  progressive tax structure that would meet

17  the intent of this bill, to lower wage

18  tax contributions for low-income earners

19  in poverty.

20            We look forward to working with

21  Council during the budget process on an

22  approach to raise incomes focused on

23  impoverished Philadelphians that's

24  accessible and maximizes the impact of

25  the funds we can devote to this obvious
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2  need.  We're weighing several program

3  models for inclusion in the '21 budget,

4  with the goal of identifying one or more

5  programs with a proven ability to reduce

6  poverty.  The crucial part of that

7  process will be to include an evaluation

8  component so that we can expand programs

9  that work and eliminate those that don't.

10            We request that if this

11  legislation is approved, a similar

12  approach is taken and an evaluation

13  component is included with a sunset

14  provision after two years so that the

15  program would only continue if it were

16  successful, and I think that amendment

17  has been circulated, but I have

18  additional comment if it hasn't.

19            That concludes my testimony,

20  and I'm available to answer any questions

21  you may have.

22            COUNCILMAN GREEN:  Thank you,

23  Mr. Dubow.

24            I just want to make sure I have

25  a general understanding.  I know



Committee on Finance
February 18, 2020

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

Page 28

1 2/18/20 - FINANCE - BILLS 200016 & 200117

2  historically the Administration has had

3  challenges in reference to new tax credit

4  programs versus grant programs, and

5  that's a policy or philosophical debate

6  that at times may occur between the

7  executive and legislative branch on how

8  to address issues like poverty.

9            But separate than that, I guess

10  some of the other highlights of some of

11  the concerns that I understand, and

12  correct me if I'm wrong, that the

13  Administration has with the legislation

14  is that, one, the difficulty in

15  implementing the legislation that would

16  cost additional staffing to implement the

17  legislation is one.

18            Two, that those who are still

19  low income but are out of state.  That

20  was also an issue I heard from the

21  Administration, and that you really would

22  like to have some type of review time to

23  kind of pilot this idea prior to full

24  implementation.

25            So it's not so much the cost of
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2  the program, but more some of the

3  implementation, correct?

4            MR. DUBOW:  That's right.  And

5  another issue is that because we're using

6  the state guidelines, things like pension

7  income don't count in the calculation of

8  who would be eligible.  So there could be

9  people who actually wouldn't qualify if

10  you counted all of their income.

11            COUNCILMAN GREEN:  So then what

12  would be the total cost from your

13  perspective on this legislation to the

14  City?

15            MR. DUBOW:  A minimum of $26

16  and a half million with full

17  participation.  It really depends on the

18  participation level.

19            COUNCILMAN GREEN:  Right, but I

20  said full participation, but in your

21  written testimony, you also talked about

22  the challenge for people to actually

23  participate because of the number of

24  forms.  So the full participation is

25  really not a full perspective on the true
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2  cost of the program.

3            MR. DUBOW:  Yeah.  And I guess

4  we could give you kind of sensitivity

5  analysis on 10 percent participation

6  would be two and a half million, 50

7  percent participation would be 13, but we

8  don't know what participation would be.

9            COUNCILMAN GREEN:  Okay.

10            Councilmember Oh.

11            COUNCILMAN OH:  Thank you very

12  much, Chairman.

13            Good morning.

14            MR. DUBOW:  Good morning.

15            COUNCILMAN OH:  What I

16  understand is that you are concerned, of

17  course, about the total amount of

18  revenues that would not be coming to the

19  budget, and in particular, in addition to

20  the complexity of the program, some

21  people being eligible for the program

22  based on state requirements that we are

23  including some non-Philadelphia residents

24  as well, and you do identify the

25  uniformity issues about taxation.  So you
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2  do state the second-to-last or the --

3  well, second-to-last paragraph that the

4  Administration is weighing several

5  program models for inclusion in the

6  Fiscal Year '21 budget.  And what types

7  of programs are you weighing that will be

8  able to address all the concerns that you

9  raised?

10            MR. DUBOW:  As the Chair said,

11  one of the things that we really stress,

12  we prefer grant programs.  So we're

13  looking at what kind of grant programs

14  could really help in that process, and

15  we're trying to work through the details

16  of what that would look like.

17            COUNCILMAN OH:  The grant

18  program would require an application

19  of -- in other words, people already paid

20  their -- their wage taxes were taken out,

21  they're being held, and they submit an

22  application for a grant; is that correct?

23            MR. DUBOW:  Are you talking

24  about under the bill or under the --

25            COUNCILMAN OH:  Under your --
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2            MR. DUBOW:  The grant program

3  would be separate from the wage tax.  It

4  wouldn't rely on any kind of wage tax

5  component.

6            COUNCILMAN OH:  What I'm saying

7  is, I'm trying to understand, because it

8  sounds like you're asking us to basically

9  hold the bill while the Administration

10  works out something, and the other part

11  is you'd like to have it sunset if it

12  does pass, to sunset to see if it works,

13  and my question to you is, I think a lot

14  of us are concerned about the points that

15  you raised, but we have a bill in front

16  of us and you're saying the

17  Administration is working out something,

18  and I'd like to better understand what it

19  is that you're working out.

20            And so what I'm saying is, if I

21  were a person of low income that was

22  working, my wage tax is taken out with

23  all my other taxes, and now through a

24  grant program I have to make an

25  application, somehow that has to be
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2  corroborated by something, someone has to

3  process it, they have to calculate

4  something, and then I have to get a

5  check.  That's complicated.  It costs

6  money.

7            Two, is it not as complicated?

8  Does it cost less money?  What is the

9  process that the Administration -- is it

10  going to propose it or is it just

11  thinking about it right now?

12            MR. DUBOW:  No.  It will be

13  proposed.  It will be in the budget,

14  which is two weeks away.  So all those

15  details will be worked out over the next

16  couple of weeks and we'll be able to kind

17  of explain all of that then.  So we're

18  not asking for an indefinite delay, just

19  until the budget process starts two weeks

20  from now.

21            COUNCILMAN OH:  But could you

22  give us some indication of what you're

23  trying to do so we can make a decision?

24            MR. DUBOW:  So we haven't

25  finalized it, and that's kind of part of
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2  why we want to kind of hold off, because

3  we're -- our timing is to try to be

4  finished in time for the budget, which is

5  only a couple of weeks off.

6            COUNCILMAN OH:  Okay.  Thank

7  you very much.

8            COUNCILMAN GREEN:  Thank you,

9  Councilmember Oh.

10            So I want to make sure.  My

11  understanding is that you just don't want

12  the legislation to make this permanent.

13  You'd rather just wait for a period of

14  time so you can evaluate it before it

15  becomes permanent, as well as wait for

16  the fact that you are in the process of

17  finalizing the budget for the Mayor's

18  budget address in the first week of

19  March?

20            MR. DUBOW:  Right.  If the

21  legislation were passed, we would want an

22  evaluation component that would require

23  it to be renewed if the evaluation were

24  positive and it would sunset it if it

25  weren't.
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2            COUNCILMAN GREEN:  But just

3  like any piece of legislation, I mean,

4  there's still an opportunity during --

5  this legislation, if it came back in a

6  very negative way after the first year,

7  it could also be amended to delay it

8  another year.

9            MR. DUBOW:  I'm sorry.  To

10  delay it?

11            COUNCILMAN GREEN:  I mean,

12  legislation can always be delayed at any

13  time going forward.  So if there's a

14  concern that coming through this year

15  there were some additional problems, then

16  the legislation could be amended to

17  create some additional time period to

18  allow -- to address some of the fiscal

19  issues you're talking about.

20            MR. DUBOW:  It could.  You

21  could also build that in with an

22  evaluation up front so that it's kind of

23  understood that the bill has to have a

24  positive impact to continue.

25            COUNCILMAN GREEN:  Looking at
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2  the amendment you proposed, there's

3  nothing stopping the Administration to

4  provide report to the Mayor -- I mean

5  from the Mayor and to Council regarding

6  the fiscal impact of the rate reductions.

7            MR. DUBOW:  That's right.  And

8  then it would require it, though.  It

9  would make sure that it happened.

10            COUNCILMAN GREEN:  Right, but

11  I'm saying there's nothing stopping that

12  to occur, especially if the utilization

13  is at a much higher level than

14  anticipated and gotten closer to the full

15  utilization of $26 million.  That's

16  something -- that type of data could be

17  informative and instructive to Council to

18  address it going forward.

19            MR. DUBOW:  That's right.

20            COUNCILMAN GREEN:

21  Councilmember Domb -- oh, Councilmember

22  Sanchez.

23            COUNCILWOMAN SANCHEZ:  You can

24  let him go first.

25            COUNCILMAN DOMB:  Thank you,
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2  and good morning.

3            MR. DUBOW:  Good morning.

4            COUNCILMAN DOMB:  I just want

5  to review the timeline on this so we put

6  it down on paper here.

7            In March of 2019, almost a year

8  ago, our office requested data from

9  Revenue, re:  low-income taxpayers.

10            In June of 2019, three months

11  later, the data came in.  Our office made

12  a second request with proposed low-income

13  taxpayer refund idea.  No data ever came

14  back from that request.

15            In September 2019, we

16  introduced the bill.  November 13th, 2019

17  the bill passed through the Finance

18  Committee unanimously.  In late November

19  of 2019, we met with the Administration

20  again.  No concrete alternatives are

21  provided, only vague ideas of putting

22  more resources into EITC promotion.

23            December 5th of 2019 the bill

24  passes unanimously 17 to 0 before all of

25  Council.  December 31 there's a pocket
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2  veto.  January 23rd we reintroduce the

3  bill.  January 30th we meet with the

4  Administration again.  They say they want

5  to run the grant program.  We had a big

6  meeting, a lot of people in our office.

7  Provided no specifics about that program

8  whatsoever.

9            The next day, January 31, we

10  sent a letter to you, Rob, and copying

11  Commissioner Breslin asking as a

12  follow-up to our January 30th meeting

13  with you and several Administration

14  officials, we're requesting additional

15  insight and clarification regarding the

16  Administration's views for providing wage

17  tax relief to assist 150,000

18  Philadelphians.  We had a series of

19  several bullet points that we wanted to

20  get answers to.

21            One, how much do you anticipate

22  setting aside to fund your proposed

23  grant.

24            Two, what guarantees are there

25  that an amount would be set aside for the
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2  proposed grant program going forward.

3            Three, what set of criteria do

4  you intend to use for determining grant

5  eligibility.

6            Four, could you provide a

7  detailed outline of the process you

8  anticipate using to verify grant

9  eligibility.

10            What process do you anticipate

11  using to capture as much of the target

12  population as possible.

13            What percentage of potential

14  wage tax refunds will go to

15  non-Philadelphia residents.

16            And, last, explain in detail

17  the most efficient method under our bill

18  to implement the refund.

19            We asked for these answers by

20  February 13th, about ten business days

21  later, but we never got a response until

22  I saw an amendment yesterday.

23            I'm just giving the history of

24  what occurred here.  So I just want

25  everybody to be aware that it's not that
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2  we didn't try to get information.  We

3  tried very hard, and that's just the

4  background of the timeline.

5            Thank you, Mr. Chairman.

6            MR. DUBOW:  And I think what we

7  said at the hearing when the bill was

8  heard before and what we're saying now is

9  that we wanted to do this as part of the

10  budget process and that we wanted to

11  propose a grant program as part of the

12  budget process.

13            COUNCILMAN GREEN:

14  Councilmember Sanchez.

15            COUNCILWOMAN SANCHEZ:  Yes.

16  Good morning.

17            So what models are you looking

18  at?  What City models around a grant

19  program are you looking at that you think

20  would be something to entertain in

21  Philadelphia?

22            MR. DUBOW:  What other cities

23  are --

24            COUNCILWOMAN SANCHEZ:  What

25  models are you using?  I mean, you just
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2  didn't go back and come up with an idea

3  to kill his idea, right?  So I'm assuming

4  you're having these conversations.

5            MR. DUBOW:  So we've looked at

6  same models that a number of cities use.

7  We're looking at other things that have

8  been used here and worked, and we're kind

9  of weighing all of them.

10            COUNCILWOMAN SANCHEZ:  So what

11  grant programs do you feel the City

12  currently has that has worked well and

13  has helped us reach this goal around

14  moving people out of poverty?

15            MR. DUBOW:  So there are some

16  housing-related grant programs that I

17  think have worked pretty well.  So that's

18  an area we might look at.  There were

19  some programs through Community College

20  that have worked.  There were a variety

21  of grant programs or aid programs that

22  have worked in kind of different

23  settings.

24            COUNCILWOMAN SANCHEZ:  So your

25  issue is not that you're willing to
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2  figure out how we return $25 million to

3  the working poor in Philadelphia; it is

4  the structure.  Is that what you're --

5            MR. DUBOW:  Yes.  It's not at

6  all about returning 25 million to the

7  working poor.  It is about how to best

8  structure that, yes.  That's right.

9            COUNCILWOMAN SANCHEZ:  And you

10  think the City is best equipped to do

11  that creating a whole new system versus

12  an existing system?

13            MR. DUBOW:  So we don't think

14  that this system has worked very

15  efficiently.  So we do think that a new

16  system or something off another existing

17  system may work more efficiently.  That's

18  part of what we're kind of trying to

19  figure out.

20            COUNCILWOMAN SANCHEZ:  So what

21  would you say are the things that make

22  the current program unsuccessful?

23            MR. DUBOW:  I think part of it

24  is the complexity of the application

25  process.  I think that's a big part of
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2  it.

3            COUNCILWOMAN SANCHEZ:  So we've

4  been talking about these wage tax credit

5  programs for 20 years, right, going back

6  to David Cohen, Councilmember Cohen.  We

7  have, what is it, 1,200 people that

8  currently take advantage of this program?

9            MR. DUBOW:  1,500.

10            COUNCILWOMAN SANCHEZ:  1,500

11  people.  And we've gotten complaints

12  about the programs in the past, right?

13  So why is it that today at the 11th hour

14  something that we have some agreement on,

15  the Administration just wants to kill?

16            MR. DUBOW:  This isn't a new

17  issue for us to raise.  We said all along

18  that we don't think this is the best

19  approach because of this issue, and what

20  we're really saying is let's talk about

21  this as we talk about other ways to

22  handle the issue when we go through the

23  budget process.

24            COUNCILWOMAN SANCHEZ:  So,

25  again, going back to what the Chairman
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2  said, if you're saying we need a date --

3  we need to move the dates to allow us to

4  incorporate in the Five Year Plan, well,

5  that's a very specific request, right,

6  and then we can entertain it.  But that's

7  not what you're saying to us.  You're

8  saying you're going to start a brand new

9  program with a brand new structure.  In

10  two weeks you're going to introduce

11  something for us in lieu of this, but you

12  don't want to tell us about it.  Do you

13  understand how we would feel

14  uncomfortable about this?

15            MR. DUBOW:  Actually, the

16  specific request is just to hold the bill

17  so that it can be considered as part of

18  the budget process.  That's what the

19  first paragraph says.

20            COUNCILWOMAN SANCHEZ:  And if

21  we disagree with your program, what would

22  the conversation be?  If you present

23  something in two weeks, we don't feel it

24  goes far enough, it creates a different

25  structure, will the Administration
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2  support this?

3            MR. DUBOW:  I think that would

4  be the conversation we have during the

5  budget process, right?  We would try to

6  agree on what the best approach would be.

7            COUNCILWOMAN SANCHEZ:  Because

8  we have an agreement on this bill, why

9  can't we put this out of Committee and

10  wait to see what you introduce?

11            I'm very uncomfortable with

12  this process, because there has been a

13  discussion for months about this.  The

14  fact that the Administration is looking

15  for other grant programs is one that I

16  would always entertain.  I think this is

17  a time when we have to -- the more money

18  we put in poor people's hands, the better

19  it is for them.  But it's just really

20  concerning that, to Councilman Domb's

21  point, that he's requested some

22  information and there doesn't seem to be

23  the willingness to have a transparent

24  conversation with him.  As a legislator,

25  that's very concerning, because he's put
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2  a lot of work into that.  I feel like the

3  Administration feels like in two weeks,

4  you're going to come up with a much

5  better idea than one that's been debated

6  for 20 years.

7            MR. DUBOW:  I guess the other

8  philosophical point is that if something

9  could cost $25 million, we think that

10  belongs in the budget process so that

11  it's weighed against other options.

12            COUNCILWOMAN SANCHEZ:  So

13  that's a date issue.  So if we change

14  this date -- what's the date,

15  Mr. Chairman?  February 18th.  As in

16  today?

17            COUNCILMAN GREEN:  Yes.

18            COUNCILWOMAN SANCHEZ:  No.  I'm

19  saying the date of effectiveness.

20            MR. DUBOW:  It's not a date of

21  effectiveness issue.  It's just a date of

22  when it's enacted.

23            COUNCILWOMAN SANCHEZ:  People

24  would be eligible.

25            MR. DUBOW:  It's July or --
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2            COUNCILWOMAN SANCHEZ:  So

3  wouldn't that be part of the budget

4  process?

5            MR. DUBOW:  That's exactly what

6  I'm saying, that it should be part of the

7  budget process.

8            COUNCILWOMAN SANCHEZ:  Okay.

9            Thank you, Mr. Chair.

10            COUNCILMAN GREEN:  Thank you,

11  Member Sanchez.

12            I recognize Councilmember Domb.

13            COUNCILMAN DOMB:  Thank you,

14  Chairmember Green.

15            I just want to make a comment.

16  The current program is 0.5 percent.  So

17  the average refunds are, what, $50 to

18  $75, maybe $100?  It may not be enough to

19  motivate anybody to even do that.  We're

20  proposing something that's close to five

21  times as powerful as the current program,

22  which I think would have more of a

23  motivation for people to apply.

24            MR. DUBOW:  And that's in my

25  testimony, that we think more people
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2  would apply.

3            COUNCILMAN DOMB:  Okay.  Thank

4  you.  Thank you very much.

5            Thank you, Mr. Chair.

6            COUNCILMAN GREEN:  Thank you,

7  Councilmember Domb.

8            So I just want to make sure the

9  Administration is going -- well, the

10  Mayor is going to provide the budget to

11  Council.  I believe that's Thursday,

12  March 5th?

13            MR. DUBOW:  Correct.

14            COUNCILMAN GREEN:  And so my

15  understanding from your testimony, you

16  would like the Committee to hold this, or

17  if we do vote it out, vote it out in a

18  way that the Administration would like to

19  see amended, because you're still putting

20  together the budget and you're proposing

21  a new initiative?

22            MR. DUBOW:  That's right.  And

23  our preference would be to hold it.

24            COUNCILMAN GREEN:  Okay.  But

25  you did provide an amendment that
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2  basically said you can follow Councilman

3  Domb's plan, but just only do it for a

4  few years.

5            MR. DUBOW:  Two years.

6            COUNCILMAN GREEN:  Two years.

7  And then come back to it.

8            MR. DUBOW:  Yes.

9            COUNCILMAN GREEN:  I just want

10  to make sure I have a full understanding

11  of your perspective.

12            MR. DUBOW:  That's it.

13            COUNCILMAN GREEN:

14  Councilmember Domb gave a recitation of

15  various meetings since March of last

16  year.  During that process, has there

17  been any analysis done internally by the

18  Administration on what the utilization

19  would be?

20            MR. DUBOW:  It's really -- it's

21  hard to tell because, as the Councilman

22  said, you're going to have a different

23  level of benefit, so the motivation will

24  be different, but it's hard to predict

25  exactly where that would be.
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2            COUNCILMAN GREEN:  Right.  But

3  I would think when the Administration

4  made a decision to decide, yes, it would

5  like to hold the bill or the alternative,

6  amend it for this delay, and as you're

7  going through the budget process, there's

8  been some consideration even as amended

9  based on the Administration's amendment

10  that there will be some type of financial

11  impact to the budget, which then also

12  would give someone the perspective that

13  there's some indication of what the

14  utilization would be even based on the

15  Administration's amendment.

16            MR. DUBOW:  That's why we want

17  to see the evaluation, because we don't

18  have a good way of estimating it.  So we

19  want to see what happens if the bill is

20  in place, because we don't have a good

21  way of estimating what the participation

22  would be.

23            COUNCILMAN GREEN:  Thank you,

24  Mr. Dubow.

25            Are there any additional
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2  questions from members of the Committee?

3            (No response.)

4            COUNCILMAN GREEN:  Seeing none,

5  thank you.

6            I would like to bring back Ms.

7  Arthur and Ms. Abernathy to the podium.

8            (Witnesses approached witness

9  table.)

10            COUNCILMAN GREEN:  So whoever

11  would like to begin, just state your name

12  for the record.

13            MS. ARTHUR:  Good morning.  My

14  name is Mary Arthur.

15            So good morning, Chair Green

16  and members of the Finance Committee.  My

17  name is Mary Arthur and I'm the President

18  and CEO of the Campaign for Working

19  Families.  We are the largest provider of

20  free tax preparation to low-income

21  families and individuals in Philadelphia.

22  I appreciate the opportunity to testify

23  in support of Bill No. 200016, which

24  seeks to increase the amount of city wage

25  tax that is reimbursed through the



Committee on Finance
February 18, 2020

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

Page 52

1 2/18/20 - FINANCE - BILLS 200016 & 200117

2  low-income wage tax refund program.

3            Philadelphia city wage tax is

4  the highest of its kind in the nation,

5  and no one in the City feels this burden

6  more than almost 49,000 low-income

7  individuals.  And that's the number we

8  serve.  27,000 come from the federal

9  taxes, and the additional families are

10  family members that are dependent on

11  those tax returns.

12            Our typical client will be

13  helped by this bill.  A single parent

14  with two children earning $12,482 a year

15  would receive approximately $4,990 in

16  federal earned income tax credit, 386 in

17  the Pennsylvania special tax forgiveness

18  low-income tax credit, but only 63 from

19  the current Philadelphia low-income wage

20  tax refund.

21            With the passage of Bill

22  200016, this same client will see their

23  wage tax refund increase by approximately

24  $303, resulting in $366 of their

25  hard-earned wages being returned to them.
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2  They would then use these additional

3  funds to purchase the critical

4  necessities like housing, food, clothing,

5  just helping them to meet -- their ends

6  meet and circulating these funds back

7  into the local economy.

8            CWF also stands ready to help

9  market the newly expanded low-income tax

10  refund as well as directly assist

11  Philadelphians with filing their refund

12  petitions.  Our position as a trusted

13  provider of free tax preparation for tens

14  of thousands of low-income

15  Philadelphians, combined with our network

16  of over 20 community-based tax sites,

17  makes CWF ideally suited to help the City

18  ensure that the passage of this

19  legislation has the real world effect as

20  it's intended.

21            Again, CWF appreciates the

22  opportunity to offer its support for Bill

23  200016.  We look forward to hearing the

24  results of your deliberations on this

25  important legislation that provide City
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2  Council with the opportunity to reduce

3  the high tax burden felt by

4  Philadelphia's most vulnerable low-income

5  residents.

6            That concludes my testimony.

7            COUNCILMAN GREEN:  Thank you

8  for your testimony.

9            Ms. Abernathy.

10            MS. ABERNATHY:  Thank you,

11  Chair Green and members of the Finance

12  Committee for the opportunity to testify

13  in support of this much-needed wage tax

14  relief for low-income Philadelphians.

15  The bill would make more than 96,000

16  Philadelphia households eligible for a

17  bigger wage tax refund beginning this tax

18  year and provide a 61 percent wage tax

19  refund in tax year 2021 and would

20  effectively eliminate the wage tax

21  entirely for these taxpayers beginning in

22  2024.

23            My name is Pauline Abernathy

24  and I'm the Chief Strategy Officer of

25  Benefits Data Trust, a national
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2  non-profit headquartered here in

3  Philadelphia that helps people live

4  healthier, more independent lives by

5  creating smarter ways to access benefits

6  and services, including tax benefits.

7            Since we started in 2005, we've

8  helped over 110,000 Philadelphians access

9  benefits worth over $330 million in

10  assistance to help pay for food, housing,

11  healthcare, childcare, and other basic

12  needs through BenePhilly, a citywide

13  initiative aimed at reducing poverty and

14  increasing economic mobility.

15            As you know, Philadelphia not

16  only has the highest poverty rate in the

17  nation -- of any big city in the nation,

18  it also has the highest local income tax

19  in the country.  We are literally taxing

20  working Philadelphians in and into

21  poverty.

22            In contrast, New York City has

23  a refundable local earned income tax

24  credit that is administered by the state

25  that supplements the federal and state
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2  EITC and lifts thousands of New Yorkers

3  out of poverty.  New Yorkers don't have

4  to apply separately for this local EITC.

5  They get it automatically when they claim

6  the state EITC, and that is exactly what

7  we recommend the City of Philadelphia do

8  with the local wage tax refund, as I'll

9  explain how that can be done.

10            Tying the local wage tax refund

11  to the state tax refund is one of the

12  most efficient and effective ways to get

13  the money into the hands of

14  Philadelphians.  The EITC has about an 80

15  percent take-up rate, which is much

16  higher than most grant programs.  In

17  addition, one of the benefits of the EITC

18  and the wage tax refund is unlikely to

19  affect people's eligibility for other

20  benefits, whereas depending on how a

21  grant program is structured, it can

22  actually reduce their eligibility for

23  other benefits and also adds greater

24  complexity into determining people's

25  eligibility for those other benefits.
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2            Every day BDT and our

3  BenePhilly partners, including the

4  Campaign, hear from Philadelphians

5  struggling to make ends meet despite

6  working one or more jobs.  BenePhilly

7  helped a 47-year-old mother raising two

8  daughters in West Philadelphia on $14,400

9  a year, well below the poverty line.  Yet

10  she paid about $560 in wage taxes.  If

11  this bill were in effect, she would have

12  been eligible for about a $340 wage tax

13  refund in the first full year.  That's

14  money she could use to feed her children,

15  pay off a utility bill, meet their basic

16  needs.

17            By 2024, a family of four could

18  receive more than $1,300 in wage tax

19  relief, making this legislation a

20  valuable tool in the City's strategy to

21  reduce the number of Philadelphians in

22  poverty.

23            As the Finance Director

24  testified, we have a current wage tax

25  refund.  Very few people receive it.
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2  Why?  Because there's a separate paper

3  application that has to be filed.  It's

4  only available in paper.  You can't

5  submit it online.  And it doesn't have to

6  be that way.  The eligibility for the

7  state tax refund is the same as for the

8  City, and yet only 2 percent of those

9  claiming the state tax refund get the

10  local tax refund because it is this

11  separate application.

12            We know from experience that if

13  you want people to receive a benefit, the

14  best way to do that is to tie it to

15  something else that they're receiving.

16  And so our three administrative

17  recommendations to make this wage tax

18  refund actually benefit the people

19  intended are as follows:

20            First, and most importantly,

21  work with the state to make the process

22  of claiming the wage tax refund as

23  automatic as possible.  Taxpayers should

24  not have to fill out this separate form

25  for the local wage tax refund.  The more
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2  than 96,000 Philadelphia households

3  receiving this state's special tax refund

4  are all eligible for this local wage tax

5  refund.  The City could -- the state

6  could issue the local refunds for the

7  City when a resident claims the state's

8  special tax refund.  The City would then

9  reimburse the state for the total amount

10  of the local tax refunds.  This is

11  essentially what New York City does

12  currently with their local EITC and how

13  it's administered, and it is by far the

14  simplest and most effective solution.

15            Alternatively, the City could

16  obtain a list from the state of all the

17  Philadelphia residents who qualified for

18  the state's special tax refund and

19  automatically issue refunds to them.

20            Under either approach,

21  automating the process would both

22  increase the poverty-fighting impact of

23  the tax refund and reduce the

24  administrative burden on both taxpayers

25  and the Department of Revenue.



Committee on Finance
February 18, 2020

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

Page 60

1 2/18/20 - FINANCE - BILLS 200016 & 200117

2            The second recommendation is to

3  simplify the local wage tax refund

4  application.  So short of having the

5  state just administer it automatically,

6  which is the preferred approach, the City

7  could still greatly simplify the local

8  refund application.  First, this

9  application could be available online and

10  be mobile friendly, and taxpayers

11  shouldn't have to attach their state tax

12  application and their W-2's to the

13  application as they currently have to

14  since the City is already checking with

15  the state to confirm that they received

16  the state tax refund.  So it's just an

17  unnecessary barrier.  So even increasing

18  the current refund, you're not going to

19  see a really large uptake given the paper

20  form, the attachments required, et

21  cetera, et cetera.

22            In addition, the current form

23  asks people to report their wages in

24  six-month increments from January to June

25  and July to December, which is also
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2  burdensome.

3            The final recommendation is to

4  get the word out about the local wage tax

5  relief by leveraging tax preparation

6  tools and assistance.  First, the City

7  could work with the national companies

8  like H&R Block and Intuit to make sure

9  that the local tax refund is in their

10  software that millions of Americans use

11  and that people under $50,000 of income

12  can use for free.  There's a pop-up in

13  their software for the state tax refund,

14  but there's not for the local tax refund

15  because of this burdensome paper process.

16  By asking them to include it, that would

17  immediately ensure the uptick goes way

18  up.

19            Second, the City could make

20  this local wage tax refund part of the

21  You Earned It campaign around the earned

22  income tax credit.

23            And, finally, these

24  simplification recommendations would make

25  it much easier for the Campaign for
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2  Working Families and others who are

3  helping people fill out their taxes help

4  them claim the local wage tax refund.

5            Thank you again for the

6  opportunity to testify this morning.

7  Increasing the value of the current wage

8  tax refund and simplifying the process of

9  claiming it combined will have a huge

10  impact and help tens of thousands of

11  Philadelphians.

12            COUNCILMAN GREEN:  Thank you

13  for your testimony.

14            I'd like to acknowledge that

15  we've been joined by Councilmember Cindy

16  Bass and Councilmember Helen Gym.

17            I'd like to acknowledge

18  Councilmember Domb for questions.

19            COUNCILMAN DOMB:  Thank you,

20  Chairmember Green.

21            And thank you both for your

22  testimony today.  We appreciate it.

23            I guess, Pauline, what you're

24  saying is the number one recommendation

25  is to work with the state to make it
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2  automatic.  That's your number one

3  recommendation.  That will be for the

4  Administration to work that out with the

5  State of Pennsylvania.

6            MS. ABERNATHY:  Yup.  The state

7  already administers our sales tax for us,

8  and, again, that's how New York City --

9  how the local EITC is administered in New

10  York.

11            COUNCILMAN DOMB:  Okay.  Thank

12  you.  Thank you very much both for your

13  testimony.

14            Thank you.

15            COUNCILMAN GREEN:  Thank you.

16            I'd like to have the Clerk read

17  the names of the witnesses for the next

18  panel.  Also I want to let members of the

19  Committee know that we did receive

20  written testimony.  I believe The

21  Reinvestment Fund will be testifying, but

22  we also received testimony from African

23  American Chamber of Commerce of

24  Pennsylvania, New Jersey, and Delaware.

25  I see its President, Donavan West, is
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2  here.  If he would like to testify as

3  part of the next panel, he can feel free

4  to do so.

5            THE CLERK:  Jacob Rosch, Marcos

6  Lomeli, Beth McConnell, Donavan West.

7            (Witnesses approached witness

8  table.)

9            COUNCILMAN GREEN:  If you can

10  just state your name for the record as

11  you begin your testimony.  Thank you.

12            MR. ROSCH:  Jacob Rosch.  So

13  thank you, Councilmembers Domb,

14  Quinones-Sanchez, Green, and Parker for

15  introducing this bill and for the

16  opportunity to lend my voice in support.

17  My name is Jacob Rosch and I'm here on

18  behalf of The Reinvestment Fund's Policy

19  Solutions Group.  Reinvestment Fund is a

20  Philadelphia-based community development

21  financial institution.  We use capital

22  and data-based market expertise to build

23  strong, healthy, and more equitable

24  communities.  Through our work, we have

25  invested millions of dollars to support
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2  numerous housing, community, and economic

3  development projects across Philadelphia.

4            We've partnered with the

5  Administration and Council most recently

6  to support Philadelphia's Special

7  Committee on Poverty Reduction and

8  Prevention, which aims to reduce the

9  number of Philadelphians living in

10  poverty by 100,000 by 2024.

11            We believe that this bill,

12  which would reduce and eventually

13  eliminate the City's wage tax for

14  low-income residents, is a direct way to

15  put money back into the hands of working

16  people and families for whom making ends

17  meet is a daily and significant struggle.

18            For a family of three earning

19  at the federal poverty threshold, which

20  is about $21,000 each year, eliminating

21  the City's portion of the wage tax would

22  provide roughly $500, or $42 a month, of

23  additional income.  For a low-income

24  family, that's a significant change.  $42

25  in monthly wage tax savings would pay,
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2  for example, for a typical monthly City

3  water bill or nearly two weekly

4  TransPasses on SEPTA.  It's an amount

5  that equates to more than 65 hours of

6  work at the current state minimum wage

7  level or the amount of money that could,

8  for example, meaningfully reduce the

9  housing cost burden that more than an

10  estimated 90 percent of low-income

11  Philadelphia renters experience every

12  day.  In short, critical family expenses

13  would become less of a financial burden

14  because of this bill.  Philadelphia

15  families and the neighborhoods they live

16  in will benefit from the reduction of

17  financial distress and additional

18  disposable income in their communities.

19            So I just add that critical to

20  the ultimate impact of this bill is how

21  it's going to operate in practice, and

22  the working poor already expend

23  substantial time and effort enrolling and

24  recertifying their qualifications for

25  programs like SNAP, LIHEAP, and CCW.  The
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2  low participation rate in the City's

3  existing income-based wage tax refund

4  program tells us that a simple and

5  transparent process, as was just

6  described, with minimal barriers to

7  participation is critical.  We,

8  therefore, encourage Council to consider

9  a system to implement this bill with the

10  fewest additional administrative barriers

11  to participation.

12            This bill makes the City's wage

13  tax structure more progressive, incents

14  residents to meaningfully engage in the

15  labor force, and puts resources into the

16  hands of Philadelphians for whom making

17  ends meet is a significant daily

18  struggle.

19            Thank you for the introduction

20  and future passage of this bill.

21            COUNCILMAN GREEN:  Thank you.

22            MR. LOMELI:  Good afternoon.

23  My name is Marcos Lomeli.  I'm a Program

24  Coordinator at Ceiba.  We're a coalition

25  of Latino community-based organizations.



Committee on Finance
February 18, 2020

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

Page 68

1 2/18/20 - FINANCE - BILLS 200016 & 200117

2  We also run a VITA free tax preparation

3  site.

4            Thank you for inviting us to

5  testify on this important bill.  Ceiba

6  supports allowing more than 62,000

7  Philadelphia households currently living

8  in poverty to be reimbursed for what they

9  pay in City wage taxes.  This bill is

10  especially important to the Latino

11  community, the poorest ethnic group in

12  the nation's poorest big city.  The

13  median household income in the 19133,

14  which is the heart of the Latino

15  community, is only $14,158.  For a

16  working family of four, that's not enough

17  to keep the lights on.

18            Beyond the establishment of a

19  local EITC, this bill would magnify the

20  federal EITC's well-documented, long-term

21  positive effects on children.

22            Numerous studies, some of them

23  catalogued by the CDC, have found that

24  the EITC has kept more children living

25  above the poverty line than any other tax
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2  credit program.

3            For example, a local EITC

4  program in Montgomery County, Maryland

5  adopted in 1998 decreased the probability

6  of low birth weight in babies by up to

7  2.4 percentage points in likely eligible

8  families.  The EITC, as has been already

9  said, will also decrease the heavy tax

10  burden borne by low-income workers.

11            People who live in Philadelphia

12  pay the highest tax burden, 18 percent,

13  of any metro area in the U.S. when

14  considering wage, property, sales, and

15  auto taxes.

16            If the City's leadership can be

17  sensitive to the tax burdens borne by big

18  business to take that into consideration

19  and marshal efforts to forge plans and

20  implement tax cuts to attract big

21  corporations like Amazon to Philadelphia,

22  then the City has the capacity to muster

23  ways to implement a local EITC to help

24  low-wage working families stay in

25  Philadelphia.
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2            If we're committed to equitable

3  economic development, then we must aim to

4  encourage workers to live in the City at

5  the same time that we seek to encourage

6  large corporations to come to the City.

7            A local EITC is also a good

8  investment.  EITCs incentivize low-income

9  individuals to enter the labor force, and

10  reimbursements of City wage taxes will

11  bolster the economies of Philadelphia's

12  poorest families.  For most families who

13  qualify, the federal EITC represents the

14  single largest payment they will receive

15  in a year.  A local EITC refund, even if

16  it's just a few hundred dollars, can make

17  all the difference for a poor working

18  family.

19            This makes the local EITC a

20  powerful weapon in the arsenal that City

21  Council is building to help low-income

22  Philadelphians via its Special Committee

23  on Poverty Prevention and Reduction.

24            Philadelphia is poised to make

25  the most out of a local EITC.  United Way
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2  has marshalled a collective of strong

3  community-based organizations, including

4  Ceiba and others present here today, to

5  provide free volunteer income tax

6  assistance services to help low-income

7  families prepare their tax return and,

8  therefore, access the federal EITC, the

9  state special tax forgiveness program,

10  and hopefully this program.

11            We've also taken it upon

12  ourselves this year to file the

13  Philadelphia income-based wage tax refund

14  paperwork for some of our low-income

15  clientele.  We do this for free.  In many

16  cases, the refund comes out to less than

17  a dollar, not even the cost it -- not

18  even covering the cost of mailing the

19  forms downtown.

20            The Department of Revenue and

21  the City has also shown great leadership

22  in this area by working with VITA sites.

23  Accordingly, the Department of Revenue

24  and VITA sites can collaborate to help

25  implement this program.
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2            Ceiba is happy to sit here in

3  support of our friends at the Benefit

4  Data Trust, United Way, PACDC,

5  Reinvestment Fund, and our friends at the

6  Campaign for Working Families in calling

7  on City Council to help the Philadelphia

8  families that need it the most.

9            Thank you for your attention to

10  this matter.

11            COUNCILMAN GREEN:  Thank you.

12            MS. McCONNELL:  Good afternoon,

13  Chairperson Green and Vice Chair Henon

14  and other members of Council on the

15  Committee.  My name is Beth McConnell.

16  I'm the Policy Director at the

17  Philadelphia Association of Community

18  Development Corporations here to testify

19  in support of Bill No. 200016.

20            As you've heard and as you

21  know, a single mom with two kids could

22  get up to $655 into her pocket every year

23  if this bill were to pass.  Tax refund

24  programs like this benefit people and the

25  places that they live.  Research on the



Committee on Finance
February 18, 2020

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

Page 73

1 2/18/20 - FINANCE - BILLS 200016 & 200117

2  impact of the federal EITC showed that

3  for every $1 returned to low-income

4  taxpayers, $1.58 was generated in local

5  economic activity.  Beneficiaries spend

6  the money on necessities, back rent and

7  utilities, car repair, clothing, and in

8  some cases educational or training

9  opportunities to raise their earning

10  potential.

11            If this refund program returned

12  as much as 25 or 26 million -- I know

13  that's on the high end -- to the pockets

14  of Philadelphians, some of that money is

15  going to be spent on our neighborhood

16  commercial corridors, boosting small

17  businesses, enhancing our community

18  development strategies, and generating

19  sales and business taxes.

20            Just for context, we spend

21  about $30 million a year of our Community

22  Development Block Grant, our CDBG funds,

23  every year on programs and services to

24  improve our neighborhoods through housing

25  and economic development activity.  So 25
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2  million is a pretty significant

3  investment if we were to achieve full

4  utilization.

5            Taxing the wages of people at

6  or near poverty runs counter to efforts

7  by this Council and the Kenney

8  Administration to make serious headway in

9  reducing our shamefully high poverty

10  rate.  The wage tax refund program

11  proposed and championed by Councilmember

12  Domb and this bill is exactly the kind of

13  equitable development policy that we need

14  to ensure that our city's growth and

15  revitalization is benefiting the people

16  that need it the most.

17            We urge Mayor Kenney to sign

18  this bill and ensure the systems and

19  resources are in place to get as close to

20  100 percent utilization as possible,

21  including adequate outreach among English

22  and non-English speaking workers.

23            PACDC's network of non-profits

24  that help residents with tax prep,

25  housing counseling, and other assistance
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2  programs stand ready to be part of those

3  efforts.

4            Thank you for the opportunity

5  to testify.

6            COUNCILMAN GREEN:  Thank you.

7            Mr. West, if you can come to

8  the table.

9            (Witness approached witness

10  table.)

11            MR. WEST:  Thank you,

12  Councilman Green and your team for

13  listening today to our concerns or

14  thoughts about why this is so important.

15  It's important because right now we're in

16  the midst of a crisis, and the crisis is

17  survival.  It's how do the people that we

18  serve, how do individuals that we serve,

19  the families we serve, how do they

20  actually survive, how do we give them

21  hope, how do we give them an opportunity

22  for their voices to be heard.  So thank

23  you very much for this opportunity.

24            The African American Chamber of

25  Commerce for Pennsylvania, New Jersey,
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2  and Delaware is a membership organization

3  committed to supporting the economic

4  empowerment and growth of minority

5  businesses located in South Jersey, North

6  Delaware, and of course Pennsylvania,

7  Southeastern Pennsylvania.

8            I'm writing you and I'm

9  testifying today also in the capacity as

10  the President and CEO for the African

11  American Chamber.

12            In Domb's article that he wrote

13  in the Inquirer, his opinion piece called

14  Low-Income Families, it was very

15  interesting because it talked about

16  giving back, and this is very important,

17  because in Philadelphia, as you already

18  know, this crisis is more than just a

19  financial one.  It's one where you see a

20  lot of large businesses actually getting

21  to higher levels and heights as we talk

22  about these Amazons and other large

23  companies that are being attracted, but

24  we don't really talk so much about the

25  small businesses, which actually make up
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2  the majority of the activity in the City.

3            So this is all about giving

4  back.  It's all about actually

5  acknowledging a constituency, a group of

6  individuals that really feel like they're

7  underserved in many ways.

8            And so when we talk about the

9  statistics, 18.1 percent, that represents

10  $4,515 out of $25,000.  That's ridiculous

11  for the City of Philadelphia of Brotherly

12  Love and Sisterly Love now.  Think about

13  that for a moment as we consider our

14  brother and sister cities, like Chicago

15  at 14.3 percent, Los Angeles at 13.9

16  percent, New York City at 12.2 percent,

17  Phoenix at 11 percent.

18            Since the bulk of the tax

19  burden, almost 40 percent, is paid by

20  Philadelphia's poor, it derives from

21  their income and also it derives from

22  their hope.

23            Under your proposed

24  legislation, a family of four living in

25  Philadelphia with a gross annual income
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2  of 34,250 would be able to receive a

3  refund of almost an entire amount of

4  their wages that they normally get paid.

5  That's an extra check.  With that extra

6  check, you've already heard testimony

7  about what they would do with it.  Often

8  it's dealing with just living, nothing

9  really in the way of advancing, but just

10  continuing to survive.

11            When we have issues around

12  gentrification around our business

13  corridors, around blight, things that

14  matter, just survival is something of

15  hope in the City.

16            Now, we have to evolve beyond

17  that, but the reality is is that just

18  getting something of a giveback to the

19  City's overwhelming majority is

20  absolutely necessary.

21            This is not just something that

22  makes sense from an economic standpoint.

23  It makes sense from a moral standpoint.

24  We need to make sure that, again, in this

25  city, that we acknowledge all of our
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2  constituents and that we understand that

3  we actually demonstrate by way of these

4  types of -- I would guess I would say

5  it's a gesture.  This is a start.  There

6  are a lot more things that we should do,

7  but I believe at the end of the day, this

8  is a great start for 2020 in terms of

9  introducing legislation that acknowledges

10  a constituency that is floundering right

11  now.

12            Poverty is one thing in terms

13  of unemployment, but for those that are

14  working, the working poor, being able to

15  acknowledge them by way of this

16  legislation is paramount.

17            The AACC joins the ranks of

18  countless other stakeholders who strongly

19  believe that this wage tax refund bill

20  should be added to Philadelphia's arsenal

21  of initiatives and programs designed to

22  reduce the number of people living in

23  poverty.  The refunds can be used to pay

24  off life-sustaining goods and services

25  such as housing, food, transportation.
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2  You've heard of this earlier in other

3  testimonies.  That would also improve the

4  lives of citizens most in need while

5  generating economic stimulus that will

6  benefit community development.  Not just

7  community development, business corridor

8  development, the development also of,

9  what I would say, an actual opportunity

10  for them to leverage these couple of

11  dollars into something else.

12            Many small businesses actually

13  don't take a lot of money to actually

14  invest in.  Your average business to

15  start actually takes a couple hundred

16  dollars literally.  We're talking about

17  from setting up your bank account,

18  getting your EIN set, some marketing

19  material, and getting going.  So

20  literally what you're talking about is

21  the infusion of not just hope but also

22  survival but also the opportunity for

23  small businesses to continue to flourish.

24            There's no mistaking that when

25  they get that money, where that money is
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2  going.  That money is not going to buy a

3  new car.  It's going to that corner

4  store.  It's going to that business

5  corridor.  It's going to support these

6  other businesses that are growing in a

7  very healthy way and need to continue to

8  get that support from their community.

9            With that being said, when

10  those businesses are growing, then it

11  also leads to additional jobs.  It also

12  leads to blight being something that

13  becomes on the downturn as opposed to

14  increasing in certain areas of the City.

15            And so thank you very much for

16  the opportunity to provide some

17  additional context for why this bill

18  needs to be passed.

19            COUNCILMAN GREEN:  Thank you,

20  Mr. West, for your testimony.

21            Are there any questions from

22  members of the Committee?

23            Councilmember Domb.

24            COUNCILMAN DOMB:  Thank you,

25  Chairman Green.
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2            I just want to thank all the

3  advocates and community providers for

4  being here today and supporting this

5  legislation.  I just really want to

6  extend my thanks for your support.  Thank

7  you very much.

8            COUNCILMAN GREEN:  Thank you,

9  Councilmember Domb.

10            Is there anyone else here who

11  would like to testify on either of the

12  two bills that are in the public Finance

13  Committee hearing today?

14            (No response.)

15            COUNCILMAN GREEN:  Seeing none,

16  at this point, we're going to move from

17  our public hearing to move into a public

18  meeting.

19            At this point, now we're into

20  our public meeting.  I would like to

21  recognize Councilmember Henon for a

22  motion on Bill No. 200016.

23            COUNCILMAN HENON:  Thank you,

24  Mr. Chairman.  I move that Bill No.

25  200016 be reported from this Committee
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2  with a favorable recommendation and

3  further move that the rules of Council be

4  suspended to permit the first reading of

5  this bill at our next session of City

6  Council.

7            (Duly seconded.)

8            COUNCILMAN GREEN:  It's been

9  moved and properly seconded that Bill No.

10  200016 be reported from this Committee

11  with a favorable recommendation and

12  further moved that the rules of Council

13  be suspended to permit first reading of

14  this bill at the next session of Council.

15            All those in favor of this

16  motion please signify by saying aye.

17            (Aye.)

18            COUNCILMAN GREEN:  Any opposed?

19            (No response.)

20            COUNCILMAN GREEN:  Hearing

21  none, the ayes have it.  The motion

22  carries.  Bill No. 200016 will be

23  reported from this Committee with a

24  favorable recommendation with a request

25  that the rules of Council be suspended to
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2  permit first reading at the next session

3  of Council.

4            The Chair recognizes

5  Councilmember Henon for a motion on Bill

6  No. 200117.

7            COUNCILMAN HENON:  Thank you,

8  Mr. Chairman.  I move that Bill No.

9  200117 be reported from this Committee

10  with a favorable recommendation and

11  further move that the rules of Council be

12  suspended to permit the first reading of

13  this bill at our next session of Council.

14            (Duly seconded.)

15            COUNCILMAN GREEN:  I hear a

16  second.  Thank you.  It has been moved

17  and properly seconded that Bill No.

18  200117 be reported from this Committee

19  with a favorable recommendation and

20  further moved that the rules of Council

21  will be suspended to permit first reading

22  of this bill at the next session of

23  Council.

24            All those in favor of this

25  motion please signify by saying aye.
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2            (Aye.)

3            COUNCILMAN GREEN:  Any opposed?

4            (No response.)

5            COUNCILMAN GREEN:  Hearing

6  none, the ayes have it and the motion

7  carries.  Bill No. 200117 will be

8  reported from this Committee with a

9  favorable recommendation with a request

10  that the rules of Council be suspended to

11  permit first reading at the next session

12  of Council.

13            This concludes the business of

14  the Committee on Finance for today.

15  Thank you for your attendance.  Thank

16  you, Councilmembers, for your

17  participation, and have a great day.

18            (Committee on Finance concluded

19  at 12:31 p.m.)

20                - - -

21

22

23

24

25
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