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         1                     STADIUM HEARINGS

         2                  PRESIDENT VERNA:  Good afternoon,

         3   everyone.

         4                  This Committee of the Whole, we are

         5   considering Bill Nos. 726, 727, and 728.  Along with

         6   that, we are also in a continued Public Hearing of

         7   the Committee of the Whole regarding Bills No. 705,

         8   706, 721, 722, 723, 724, 725, 729, 730, 731, 732,

         9   and 733.

        10                  I would ask Mr. McPherson to please

        11   read the titles of Bill Nos. 726, 727, and 728.

        12                  MR. McPHERSON:  Bill No. 726, An

        13   Ordinance amending Title 14 of the Philadelphia Code

        14   relating to zoning and planning by amending Chapter

        15   14-1000 entitled "Sports Stadium District," by

        16   amending provisions related to permitted use under

        17   certain terms and conditions.

        18                  Bill No. 727, An Ordinance to amend

        19   the Philadelphia Zoning Maps by changing the zoning

        20   designation of certain areas of land located within

        21   an area bounded by Hartranft Street, 20th Street,

        22   Pattison Avenue, and Broad Street.

        23                  Bill No. 728, An Ordinance to amend

        24   the Philadelphia Zoning Maps by changing the zoning

        25   designation of certain areas of land located within
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         2   an area bounded by Packer Avenue, 10th Street,

         3   Pattison Avenue, 11th Street, the Delaware

         4   Expressway, and Lawrence Street.

         5                  PRESIDENT VERNA:  Good afternoon, Mr.

         6   Hankowsky.  Thank you for your patience in waiting.

         7                  Please proceed with your testimony on

         8   the bills that were just read.

         9                  MR. WILLIAM P. HANKOWSKY:  Thank

        10   you.

        11                  Being distributed is an attachment to

        12   my testimony, which I will reference in my

        13   testimony.

        14                  Good morning, Council President Verna

        15   and members of City Council.  I am William

        16   Hankowsky, President of the Philadelphia Industrial

        17   Development Corporation.

        18                  I am here today to testify in

        19   reference to Bill Nos. 726, 727, and 728, which deal

        20   with zoning matters related to the development of

        21   new stadiums in the sports complex.

        22                  Since the introduction of these

        23   bills, a number of discussions have occurred

        24   concerning the appropriate approach to zoning to

        25   facilitate new stadium development.
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         2                  Based on these discussions, we

         3   request that City Council take the following

         4   action:  No. 1, that Bill 726 be withdrawn.  It is

         5   not necessary;

         6                  No. 2 -- and I would actually like to

         7   amend my testimony, Council President.  I would like

         8   to amend my testimony on Bill 727.  Instead of it

         9   being deferred, we also ask that it be withdrawn;

        10                  Bill No. 728 we would request be

        11   amended pursuant to the zoning map that has just

        12   been distributed.

        13                  The amendment to Bill 728, which

        14   is -- that's a typo, that's 728, not 726 -- changes

        15   a portion of the Acme site for proposed Sports

        16   Stadium District and allows it to remain Food

        17   Distribution Center Zone.

        18                  This amendment allows for the

        19   relocation of Jetro.  This amendment also eliminates

        20   the need for Bill 726, and hence why we ask for its

        21   withdrawal.

        22                  Bill No. 728 as amended provides the

        23   necessary zoning to allow for the development of two

        24   new stadiums.  And we would request Council's

        25   favorable consideration.
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         2                  Thank you.

         3                  PRESIDENT VERNA:  Mr. Hankowsky, why

         4   was Bill No. 726 withdrawn?

         5                  MR. HANKOWSKY:  Bill No. 726 was a

         6   text change to the Zoning Code that would have

         7   permitted food distribution center uses in a Sports

         8   Stadium District.

         9                  It was proposed to allow for Jetro to

        10   be relocated into the Acme building.  It then was

        11   raised to us that by doing it, we were allowing too

        12   many uses in the Sports Stadium District, it was too

        13   permissive.

        14                  And that, instead, we could address

        15   the same problem by what we have done today, which

        16   is to change the map to Bill 728, allow the proposed

        17   Jetro relocation site to remain in the food

        18   center -- and we now know what that site is, so we

        19   can do that with a map -- and that that allows that

        20   to occur, and we do not need to change the text of

        21   the Sports Stadium District.

        22                  PRESIDENT VERNA:  Mr. Ericson, you

        23   have copies of an amendment, or is it Mr. Mezzaroba

        24   that's going to be presenting them?

        25                  Do we have people from the city
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         2   Planning Commission here.

         3                  Mr. Hankowsky, would you withdraw

         4   your request?

         5                  MR. HANKOWSKY:  Withdraw my

         6   withdrawal?  Yes.  I understand that there is an

         7   amendment that you want to consider, in fact, to

         8   Bill 726, and which I would like to talk about after

         9   it is introduced.

        10                  But in order to allow the amendment

        11   to occur, we will withdraw the withdrawal.

        12                  PRESIDENT VERNA:  Okay.  Well, we

        13   have read the bill.  We have read the bill.  So can

        14   we have City planning Come up, please.

        15                  Good afternoon.  Again, thank you for

        16   your patience.  I know you have been waiting here

        17   all day.

        18                  MR. RICHARD LOMBARDO:  It is just

        19   part of the job.

        20                  For the record, I am Richard

        21   Lombardo, Director of Development, Planning, and

        22   Zoning for the Philadelphia City Planning

        23   Commission, here today to eventually testify on all

        24   these bills, but specifically to talk to you right

        25   now about Bill 726.
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         2                  This bill was originally, as

         3   originally drafted, had the purpose, as Mr.

         4   Hankowsky said, of adding Food Distribution Center

         5   uses to the Sports Stadium District portion of the

         6   Zoning Code 14-1000.

         7                  Upon a request of Council staff, we

         8   drafted, and wearing our hat as zoning drafting

         9   service, drafted an amendment to that ordinance that

        10   would deal with the issue of accessory uses

        11   vis-a-vis independent, free-standing uses as a part,

        12   say, for accessory uses that are actually within the

        13   stadium.

        14                  Like not to deal with the issue of

        15   vendors in the stadium or vendors in the First Union

        16   Center, but to deal with the idea of a free-standing

        17   commercial venture on Pattison Avenue or on the

        18   North Lot, or wherever you might want to put a

        19   free-standing use.

        20                  And what we were asked to do is to

        21   separate out these two types of concepts.

        22                  And for the free-standing uses, to

        23   require that they come back not only to the Planning

        24   Commission as a Master Plan Amendment, but back to

        25   City Council as a Master Plan Amendment.
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         2                  We were asked specifically to do it

         3   the same way we do commercial uses in Institutional

         4   Development District and in RC-6 residential; where,

         5   in fact, when someone wants to add commercial uses

         6   within those districts, they need both Planning

         7   Commission approval and City Council approval of the

         8   Master Plan.  And that is the way we drafted it.

         9                  And basically, the drafting -- do you

        10   want me to go through the amendment specifically?

        11                  PRESIDENT VERNA:  Please.

        12                  MR. LOMBARDO:  Basically, what we

        13   would do -- let me pass up the amendments.  I'm

        14   sorry.

        15                  PRESIDENT VERNA:  I think we have

        16   copies.

        17                  MR. LOMBARDO:  If you go down to

        18   14-1101, Use Regulations, the first thing we would

        19   do is delete the language dealing with Food

        20   Distribution Center uses.

        21                  We would delete Paragraph 3, Use

        22   permitted under Food Distribution Center District

        23   14-1602(1), provided that provisions 14-1606

        24   relating to off-street parking are complied with.

        25   We would eliminate that completely.  That would
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         2   disappear.

         3                  We would add under existing Paragraph

         4   2 Accessory uses incidental to the above uses.

         5                  And the incidental to the above uses

         6   are stadiums, grandstands, commercial meeting

         7   facilities.  Tom is giving me the exact language.

         8   Grandstands, clubhouses, fieldhouses, stables,

         9   parking areas, and facilities training areas, fields

        10   buildings, stadia, major sporting events,

        11   commercial, recreation, exhibition.

        12                  I'm sorry; that's the main uses,

        13   fields buildings, stadia for major sports events,

        14   commercial, recreation, exhibitions.

        15                  Below that is a Subparagraph 2, which

        16   is the Accessory Uses.  We would change the

        17   Accessory Uses as per requested to delete from

        18   Accessory Uses restaurants, office space, retail,

        19   and services that are not located within the

        20   stadiums, but would be free-standing.

        21                  We would then also delete exhibition

        22   halls, meeting facilities, banquet facilities,

        23   housing accommodations, including hotels and

        24   motels.  We would delete those uses as free-standing

        25   uses and create a new Subsection 3 -- that's all in
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         2   italics -- that would say, "The following commercial

         3   uses may be permitted within the Sports Stadium

         4   District provided that following a and approval by

         5   the Planning Commission of any Master Plan or Master

         6   Plan Amendment that includes commercial uses, such

         7   plan shall be forwarded to the City Council for

         8   consideration."

         9                  Then it lists that the City Council

        10   after reviewing recommendations from the Planning

        11   Commission deemed such uses appropriate, that the

        12   area to be designated commercial is indicated on the

        13   Sports Stadium District Plan and a specified list of

        14   uses is submitted.  This list need not be limited to

        15   one use for each commercial space within a

        16   designated area, and that the 45-day review period

        17   specified in Paragraph 14-1002.

        18                  And that's a paragraph that says that

        19   after 45 days, the Planning Commission's approval on

        20   any sports stadium amendment is presumed, that that

        21   45-day period would not be imposed upon City

        22   Council, that would only be imposed upon the

        23   Planning Commission.

        24                  That the specified uses shall be

        25   selected from the list below, and that list includes



                                                                12

         1                     STADIUM HEARINGS

         2   restaurant, office space, retail sales and services,

         3   exhibition halls, meeting facilities, banquet

         4   facilities, housing accommodations including hotels

         5   and motels.

         6                  So now all of those uses in

         7   free-standing buildings, not within the stadiums

         8   themselves, would have to come back to City Council

         9   for approval of the Master Plan under this

        10   amendment.

        11                  PRESIDENT VERNA:  Thank you.

        12                  Mr. Hankowsky, you said you wanted to

        13   make a statement after the amendments were read?

        14                  MR. HANKOWSKY:  Yes, Council

        15   President.

        16                  My understanding is that this

        17   amendment, which City Council requested, is aimed at

        18   preventing the development of commercial activity,

        19   development activity, in what many of us now refer

        20   to as the Veteran's Stadium parking lot, or the

        21   North Lot, or what will become a new site, which is

        22   the current footprint of Veteran's Stadium once it

        23   is demolished.

        24                  We absolutely concur that that kind

        25   of development should not occur without bringing a
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         2   request to City Council to allow it to occur.

         3                  And we believe that, in fact, that is

         4   addressed and can be further amplified and addressed

         5   in the other bills you have before you dealing with

         6   stadiums.

         7                  In particular, that we restrict any

         8   rights given to PAID by the ground lease and lease

         9   lease-backs to simply allow only the development of

        10   the stadiums and the parking areas, and no other

        11   activity.

        12                  And that the Administration and city

        13   government could not provide any rights for any

        14   other development to PAID without the consent of

        15   this legislative body.

        16                  We totally understand that this is a

        17   very significant concern in the community, and has

        18   been the subject of much discussion.  And we are

        19   prepared to offer an amendment, which I got this

        20   earlier today, but an amendment that will --

        21                  PRESIDENT VERNA:  Aren't you lucky.

        22   We haven't gotten anything yet.

        23                  MR. HANKOWSKY:  I was afraid that

        24   might be the response.  But I understand, Council

        25   President.
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         2                  So we think we can address the

         3   concern.

         4                  But we understand if we are unable to

         5   address that concern via that mechanism, that the

         6   need for this legislation, you know, may be there.

         7                  So we would ask that, obviously, what

         8   Council is considering is that you take this

         9   amendment, I guess mechanically get it introduced,

        10   and allow us to work to see if we can address the

        11   same problem perhaps in a somewhat more specific and

        12   effective way.

        13                  And, if we can't, you will need to

        14   adopt this amendment.

        15                  PRESIDENT VERNA:  I'm sorry?

        16                  MR. HANKOWSKY:  And if we cannot

        17   satisfy you, you may need to adopt this amendment,

        18   hence why we withdrew the withdrawal.

        19                  PRESIDENT VERNA:  Councilman Cohen

        20   wanted to be recognized, but he is not in the room.

        21                  COUNCILMAN COHEN:  Yes, I am.  I

        22   wanted to know whether Mr. Hankowsky wanted to amend

        23   his earlier testimony when he told us one day of the

        24   week tomorrow would be his last day of his hearing

        25   and testimony before City Council.  I think this is
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         2   the next week.

         3                  PRESIDENT VERNA:  That was wishful

         4   thinking.

         5                  MR. HANKOWSKY:  No.  What I said,

         6   Councilman, was I took the liberty at what I thought

         7   was a fairly straight-forward hearing to simply

         8   thank you.

         9                  But I am here until the 22nd, so you

        10   might see me more.

        11                  COUNCILMAN COHEN:  Good.  You are

        12   always welcome here.

        13                  MR. HANKOWSKY:  Thank you.

        14                  COUNCILMAN COHEN:  That was the only

        15   question.

        16                  PRESIDENT VERNA:  Thank you.

        17                  And I know Councilman Nutter has his

        18   light on.  Does he want to be recognized?

        19   Councilman Nutter.

        20                  Councilwoman Brown.

        21                  COUNCILWOMAN BROWN:  Thank you, Madam

        22   Chair.

        23                  Mr. Hankowsky, you say that there is

        24   language currently in the legislation that has come

        25   before us that speaks to the concern raised by Madam
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         2   President?

         3                  PRESIDENT VERNA:  Does not.

         4                  MR. HANKOWSKY:  I believe that the

         5   legislation before you does not allow additional

         6   commercial development.

         7                  I also understand that -- I cannot

         8   take you to a paragraph that exactly says that.  It

         9   is more by not saying you can, sort of by

        10   implication.

        11                  So we are absolutely prepared to

        12   provide an amendment that will make that absolutely

        13   clear in the affirmative, that such development is

        14   not permitted without Council's consent.

        15                  PRESIDENT VERNA:  And this would give

        16   people in the community the assurance that any

        17   development that occurs on the North Lot would have

        18   to be presented to them by the developer, for their

        19   approval, and come back here to City Council for

        20   approval.

        21                  I don't know what's so horrible about

        22   that.

        23                  MR. HANKOWSKY:  We agree.

        24                  PRESIDENT VERNA:  And I think we

        25   should be defining what the boundaries of the North
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         2   Lot are, Mr. Hankowsky.

         3                  MR. HANKOWSKY:  Yes.  My

         4   understanding would be that they would be the area

         5   from Broad to the west, Pattison to the south,

         6   Packer to the north, and probably under the current

         7   development scheme I guess 10th Street to the east.

         8                  Because really we come over now to

         9   10th, and come down.  And then we have the stadium

        10   site, you know, which I assume, if we decide to do

        11   it, that's going to be there.

        12                  COUNCILWOMAN BROWN:  Thank you, Madam

        13   President.

        14                  Thank you, Mr. Hankowsky.

        15                  PRESIDENT VERNA:  You are welcome.

        16                  Councilman Ortiz.

        17                  COUNCILMAN ORTIZ:  Thank you, Madam

        18   President.

        19                  You know, we expressed this concern

        20   before in the previous hearing, in terms, I think I

        21   asked you very specifically whether there were any

        22   plans about developing that area, and the answer at

        23   that time was no.

        24                  I think we have found out that there

        25   were some plans about developing an office complex
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         2   and perhaps entertainment area around there.

         3                  Well, the answer that was given to us

         4   last week was, no, there were no plans whatsoever

         5   about that.

         6                  MR. HANKOWSKY:  I clearly try in this

         7   chamber, Councilman, not to ever misstate a fact.  I

         8   actually can't recall my exact words.

         9                  COUNCILMAN ORTIZ:  I will find it.

        10                  MR. HANKOWSKY:  But let me be very

        11   clear.

        12                  The proposal that has been

        13   transmitted to Council, the 13 bills, in no way were

        14   asking this Council at this time to permit any

        15   development in that area.

        16                  You are absolutely right, that people

        17   have talked about -- you know, various people could

        18   talk about all kinds of things.  But people have

        19   talked about something like that happening.

        20                  But we were not seeking and are not

        21   seeking currently Council's consent to do that.

        22                  COUNCILMAN ORTIZ:  I understood that

        23   it was not within the papers that we got in front of

        24   us.  Everyone understood about that.

        25                  But we also understand that while we
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         2   are presented with certain things, other things are

         3   developing concurrently and parallel to, and then we

         4   are presented with a whole series of things that are

         5   almost a fate accompli at that point.  And we are

         6   given very little even opportunity to react, and

         7   specifically.

         8                  And I believe that we need to be able

         9   to put this, as the President is doing, really out

        10   front.

        11                  And I think the community interest

        12   and concerns have to be addressed.  And that nothing

        13   gets done, very clearly, until and unless we have

        14   hearings in this Council and the concerns of the

        15   community are met.

        16                  PRESIDENT VERNA:  As a matter of

        17   fact, I think that several weeks ago Councilman

        18   DiCicco and I had both received a call from a

        19   newspaper reporter inquiring if a night club was

        20   going to be placed in the stadium area.

        21                  So I just want to make absolutely

        22   certain that the community is protected in every way

        23   possible.

        24                  MR. HANKOWSKY:  Understood.

        25                  COUNCILMAN ORTIZ:  So we know that at
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         2   times things are not presented to us.  But there are

         3   times that things that are not in front of us are

         4   really being developed and talked and done; that's

         5   all.

         6                  Just that we are aware of what is

         7   going on; that's all.

         8                  MR. HANKOWSKY:  Understood.

         9                  PRESIDENT VERNA:  The Chair

        10   recognizes Councilman Rizzo.

        11                  COUNCILMAN RIZZO:  Thank you, Madam

        12   Chair.

        13                  Mr. Hankowsky, also at the last

        14   hearing we talked about the existing First Union

        15   Center agreement to do certain development.  I think

        16   you called it the T.

        17                  The fact is that there are certain

        18   development rights that already exist, even before

        19   this stadium deal.

        20                  And I am confident that the community

        21   is not as aware of what potentially can be developed

        22   at that site today.  Could you elaborate?

        23                  Because there was some conversation

        24   about flipping, and I think that's where the North

        25   Lot got involved in this.
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         2                  That you wanted to flip some of that

         3   development rights over to some land that will

         4   become available.

         5                  So could you just go back over that

         6   scenario, so I can understand exactly what's going

         7   on.

         8                  MR. HANKOWSKY:  Yes, I can.  I was

         9   actually looking.  I think I might not have the file

        10   that gives me -- I will take the liberty of doing

        11   this off the top of my head.

        12                  When the Comcast Spectacor

        13   transaction was approved, including going through

        14   City Council for approval -- and it is a fairly

        15   complicated transaction, just legally it has got a

        16   lot of documents to go with it.  In fact at the end

        17   the --

        18                  COUNCILMAN RIZZO:  We are getting

        19   used to what.

        20                  MR. HANKOWSKY:  It was 1500 pages of

        21   documents.

        22                  One of the documents was what was

        23   called a Development Lease.  And specific areas

        24   within the 55-acre site were leased to, at the time

        25   Spectacor, now it has become Comcast Spectacor, and
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         2   they are permitted pursuant to that to do certain

         3   specific development.

         4                  There are basically four sites that

         5   where it can occur:  The northwest corner of the

         6   site, so that would be the corner of Broad and

         7   Pattison; the northeast corner of the site, which

         8   would be the corner of 11th and Pattison; the area

         9   between the two arenas, between the Spectrum and

        10   First Union; and a parcel to the rear of the First

        11   Union building, between the First Union building and

        12   I-95.

        13                  I believe in total it is something

        14   like 15 acres.  But on that one, Councilman, I will

        15   take the liberty of getting the right number for you

        16   off the top of my head.

        17                  On those four parcels, they can

        18   develop the following list of things:  Number one is

        19   a -- did something happen?

        20                  COUNCILMAN RIZZO:  We are losing

        21   you.

        22                  MR. HANKOWSKY:  Is that better?  It

        23   is on, the lights are on.  Is that better?

        24                  COUNCILMAN RIZZO:  That's better

        25   now.
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         2                  MR. HANKOWSKY:  Okay.  I'm sorry,

         3   Councilman.

         4                  There are a list of specific

         5   activities or projects that are allowed to be

         6   built.

         7                  There is one hotel of, I believe, 300

         8   rooms.

         9                  PRESIDENT VERNA:  Where would they be

        10   allowed to do this?

        11                  COUNCILMAN RIZZO:  The President

        12   wanted to know where.  The President had a question

        13   on that.

        14                  MR. HANKOWSKY:  I'm sorry; I just

        15   didn't hear it.

        16                  PRESIDENT VERNA:  Where would the

        17   location be for a possible hotel?

        18                  MR. HANKOWSKY:  I indicated there are

        19   four parcels.

        20                  PRESIDENT VERNA:  I heard that.

        21                  MR. HANKOWSKY:  These uses can go on

        22   any of the parcels.  So it isn't a use by parcel.

        23                  In other words, there are four

        24   parcels, and then there is a list of uses, and they

        25   can go on any of the four.
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         2                  So one is a hotel of 300 rooms; one

         3   is a office building of, I think, 100,000 square

         4   feet, or maybe it is 75, one number is 75,000 square

         5   feet; retail of, I think, 75,000 square feet; and

         6   then between the two buildings -- and you may

         7   recall, I don't know if you do recall, at the time

         8   that project was originally envisioned, there was

         9   actually the idea that there might be a building

        10   that would connect the two arenas, and you could

        11   actually go from one arena to the other in an

        12   enclosed environment.  It was called sometimes the

        13   Connector Building or the Expo Center Building.

        14                  And that building, I believe, allowed

        15   for 300,000 square feet of development in that

        16   building, if you built between the two of them,

        17   which could have office and retail entertainment

        18   uses.

        19                  There is a proscribed period of time

        20   by which they have a right to do those, which I

        21   believe is 20 years.

        22                  So if -- I think those bills were '92

        23   bills, if I recall.  So we are probably eight years

        24   into it.

        25                  And there was a specific provision
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         2   that if they built any of these things and the

         3   project occupied current parking areas, that the

         4   parking that was displaced as a function of the

         5   project had to be replaced on the site.

         6                  So I will use the example, if the

         7   hotel took up 400 parking spaces on the site, the

         8   building itself, you would have to find a place to

         9   replace 400 parking spaces, plus the parking

        10   necessary for the building.

        11                  And I think in hotels, is it one

        12   space for every three rooms?  Every ten?  One for

        13   every ten.

        14                  So you need 30 parking spaces for the

        15   hotel, plus the 400 you displaced.  You would have

        16   to create 430 spaces.

        17                  So there is a whole sort of

        18   prescribed set of things that have to happen.

        19                  COUNCILMAN RIZZO:  Explain the

        20   statement that you made the other day about possibly

        21   a flip.

        22                  MR. HANKOWSKY:  Well, this kind of

        23   goes to the Council President and Councilman Ortiz'

        24   comment.

        25                  What you have before you now is not
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         2   requesting that anything be done to those rights.

         3   They simply stay where they are.  They are where

         4   they are.

         5                  The discussion, or the idea, that

         6   some people have raised is, would you -- I will use

         7   the term, move those around and put them on

         8   different parcels.

         9                  And that would be the concept of

        10   moving them from one parcel to a different parcel in

        11   the sports complex.

        12                  What I'm saying today is, we are not

        13   asking for permission to do that.  If we would ever

        14   want permission to do that, we would come back to

        15   this legislative body to do it, which I believe we

        16   have to do.

        17                  But it will be absolutely clear that

        18   that's what we have to do.

        19                  COUNCILMAN RIZZO:  Let's just talk

        20   about density and the potential for development at

        21   the new sports complex.

        22                  You are talking about, as of today,

        23   the Comcast Company has an opportunity to build on

        24   the sites that you described, the four sites.  Then

        25   there is the potential of additional development on
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         2   the North Lot.

         3                  MR. HANKOWSKY:  No.  No one is asking

         4   for that.  It's not granted.

         5                  COUNCILMAN RIZZO:  Let's be

         6   realistic.

         7                  We have a big area that's going to be

         8   made available by raising the Veteran's Stadium and

         9   also other land in the immediate area of the two new

        10   facilities.

        11                  You are telling me that the four

        12   parcels that we just discussed are able to be

        13   developed as we speak, if they choose to do that.

        14                  MR. HANKOWSKY:  That's right.

        15                  COUNCILMAN RIZZO:  Now, you are also

        16   telling me that there would possibly be the

        17   potential of the developer coming back and asking to

        18   develop additional space on the North Lot.

        19                  I mean, they could, if they wanted

        20   to, come back here and ask for that.

        21                  What other areas would be eligible

        22   for development that would create additional density

        23   in the area?

        24                  As we speak today, what would become

        25   available after the two stadiums are built, beyond
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         2   the four parcels that you just discussed?

         3                  MR. HANKOWSKY:  Well, let me try to

         4   be very clear.

         5                  Based on the legislation before you,

         6   the way this transaction is put together, no

         7   additional parcels are available for development

         8   except the parcels that Comcast Spectacor has the

         9   right to.  None.

        10                  COUNCILMAN RIZZO:  The four that you

        11   just talked about?

        12                  MR. HANKOWSKY:  Yes.

        13                  COUNCILMAN RIZZO:  Nothing else?

        14                  MR. HANKOWSKY:  Is being proposed.

        15                  And the concern, I believe, that's

        16   been raised by the community, which I think is

        17   implicit in your question, is, well, suppose some

        18   day somebody wanted to do something else.  What

        19   would they need to do to be able to do it?

        20                  And what we're saying today is, in

        21   addition to, you know, zoning and planning, normal

        22   approvals, they would also need to obtain the

        23   approval of City Council.

        24                  COUNCILMAN RIZZO:  Who actually is

        25   going to be the owner of the land after --
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         2                  MR. HANKOWSKY:  The city.

         3                  COUNCILMAN RIZZO:  The city will own

         4   the North Lot?

         5                  MR. HANKOWSKY:  Yes.

         6                  COUNCILMAN RIZZO:  The city will own

         7   the area that Veteran's Stadium is presently on?

         8                  MR. HANKOWSKY:  Yes.

         9                  COUNCILMAN RIZZO:  And any considered

        10   development, there would have to be a purchase of

        11   that land?

        12                  MR. HANKOWSKY:  A purchase or a

        13   lease.

        14                  COUNCILMAN RIZZO:  Or some type of an

        15   arrangement, a lease arrangement?

        16                  MR. HANKOWSKY:  Right.

        17                  COUNCILMAN RIZZO:  But all of that

        18   land will be under the ownership of the City of

        19   Philadelphia?

        20                  MR. HANKOWSKY:  Yes.

        21                  It is owned by the city.  And what

        22   the transaction contemplates is that it is leased to

        23   PAID, for PAID in turn to lease it to the teams for

        24   the stadiums and the parking areas.

        25                  So what I'm saying is that we would
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         2   make it clear that the legislative authorization

         3   this body is giving, if they so choose, would give

         4   us for new stadiums, would be limited to new

         5   stadiums and parking; and that the city would have

         6   no right to pass on to PAID or any other party any

         7   other rights for development without the consent of

         8   this body.

         9                  COUNCILMAN RIZZO:  Do the Phillies in

        10   this deal or the Eagles have any options?

        11                  Again I understand that there are

        12   some options that the present Comcast ownership have

        13   on certain areas down there.  There are some options

        14   that they have.

        15                  My question, the area where the

        16   stadium currently is, and the North Lot, in the

        17   deal, would the teams have any option at all?  If

        18   the city decided to sell that area for some reason,

        19   would either of the teams have any option on that

        20   land?

        21                  MR. HANKOWSKY:  No.  The teams have

        22   not been granted any development rights in the

        23   transaction.  They have no special standing, no.

        24                  COUNCILMAN RIZZO:  Thank you, Madam

        25   Chair.
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         2                  PRESIDENT VERNA:  Thank you.

         3                  The Chair recognizes Councilman

         4   Kenney.

         5                  COUNCILMAN KENNEY:  Thank you, Madam

         6   Chair.

         7                  And, Mr. Hankowsky, with all due

         8   respect, I know that the bills before us do not

         9   specifically ask for the opportunity to develop any

        10   other parcels than which are specified in the

        11   legislation.

        12                  However, during Mr. Montgomery's

        13   testimony, he made it very clear that he kind of

        14   described the vision of Utah Street to me in my

        15   questions to him as it relates to 10th Street.  The

        16   10th Street would be envisioned to be a Utah Street

        17   type of setup.

        18                  Now, certainly you didn't make that

        19   testimony; it was him.  But I find it hard to accept

        20   that there has not been prior discussion about the

        21   potential development areas, including the North Lot

        22   and the Veteran's Stadium lot, the lot that would be

        23   vacated when Veteran's Stadium is demolished, in the

        24   whole course of these conversations.

        25                  I can't believe that we made a
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         2   decision to move across 10th Street and to buy Jetro

         3   without contemplating that the west side of 10th

         4   Street, either along 10th between Packer and

         5   Pattison, or along Pattison between 10th and Broad,

         6   would in fact be developed in some commercial,

         7   retail, entertainment way.

         8                  I mean, I recognize from a technical

         9   aspect you are not asking for that approval.  But I

        10   can't believe that during the course of making this

        11   decision, this 60 to 70 million dollar additional

        12   decision, to move the across the street to Jetro,

        13   that in fact there has been no contemplation of this

        14   kind of development there.

        15                  MR. HANKOWSKY:  Could I answer it in

        16   two parts?  Because I want to try to address both

        17   parts.

        18                  The stadiums themselves, the

        19   facilities that the teams will develop, conceivably

        20   might have a restaurant in them.

        21                  I mean, we all know, for example,

        22   there is Victor's in the First Union building, you

        23   know, where there is a restaurant.

        24                  There happens to be, I think, there

        25   is also a sporting goods store inside the First
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         2   Union building at the one entrance, where you can go

         3   in and buy a Flyers jersey and that type of thing.

         4                  The same type of retail is

         5   anticipated by both teams in their stadiums as part

         6   of their complex.

         7                  So I think when Mr. Montgomery talks

         8   about Utah Street, which I think at least both you

         9   and I know from the Camden Yards model, all we think

        10   we are talking about is that he has the capacity to

        11   have offices for the Phillies and he could have a

        12   restaurant, he could have a sporting goods store,

        13   and he could have it within the complex that's

        14   called The Stadium.  But he has no rights to

        15   ancillary development.

        16                  Now, in terms of the areas that you

        17   have described, along Pattison or along 10th, you

        18   are absolutely right, there have been people who

        19   have talked about, boy, once you have placed these

        20   stadiums now where you placed them, on the Jetro

        21   site and the Acme site, and you have got the two

        22   arenas, and you have this anchoring of the various

        23   stadium and arenas, that you might -- when you look

        24   at it, it is fairly logical that there are corridors

        25   that suddenly you say, wow, you know, here is a
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         2   corridor where a lot of people are going to go by

         3   because they are going to go from one building to

         4   another or parking from one area to another.  And

         5   there is -- and these could be real commercial

         6   development opportunities.  And people have talked

         7   about that, and people have thought about it.

         8                  And what we're saying is, we have

         9   made no commitments to anybody about it.  We haven't

        10   done anything about it.

        11                  I also don't want to say that, you

        12   know, some day, you know, the city might not want to

        13   come here and talk about it and talk to the

        14   residents of South Philadelphia about it.  But that

        15   will be on its own track, its own process.

        16                  But you are right, people have talked

        17   about it.

        18                  COUNCILMAN KENNEY:  But none of that

        19   discussion, none of that future talk, none of that

        20   future plan was exposed to anybody in this room or

        21   to anybody in the community until we caught it and

        22   are now making moves to correct it and protect it.

        23                  I mean, it is almost as if, well, we

        24   are doing this big favor for you by moving the

        25   Phillies' facility 700 feet across the street.  Boy,
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         2   are we out to protect your interest.

         3                  And then on the other hand there has

         4   been discussion, there has been conversation, albeit

         5   most, I guess, all of it private, certainly it has

         6   not been in the public forum, that this may happen.

         7                  But if we didn't catch it -- not you;

         8   if we didn't catch -- the Administration, if we

         9   didn't catch, the city, by having to come up with

        10   this proposed amendment or your solution to this

        11   proposed amendment, you wouldn't have got caught.

        12                  And then the opportunities to develop

        13   that without the input from the District

        14   Councilperson, without the input from the community,

        15   without the approval of this Council would have been

        16   carte blanche.

        17                  So I think maybe you can understand

        18   why many members of this Council have lots of

        19   suspicions about the motivations of the

        20   Administration and the teams as it relates to the

        21   development of this area.

        22                  Because we are not being told all the

        23   facts.  We don't have all the information.  We don't

        24   have the leases,, we don't know where the $54

        25   million hole is coming from.
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         2                  And now because of staff work,

         3   Council technical staff work, President staff work,

         4   and Council Members asking questions, oh, we find

         5   this loophole that now we are going to try to fill.

         6                  How many more loopholes are there?

         7   How many more opportunities are there for the city

         8   or this Administration or the next Administration to

         9   do things down there without the input from Council,

        10   within the input from the community?

        11                  So this compressed time frame, which

        12   we have been forced into by the Mayor, is now

        13   creating a situation for us that we are suspicious.

        14                  And we are looking at things like,

        15   maybe, there is a problem here, when there isn't a

        16   problem there.

        17                  And I am telling you now, if we had

        18   from mid September, when we came back from summer

        19   recess, from that day on, to this day today to deal

        20   with this problem, we would all have a much better

        21   level of comfort about all of the aspects of this

        22   deal, not just getting it through and done by

        23   December 14.

        24                  And I think that the Administration

        25   has been disingenuous with the community and with
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         2   the Council and has not been forthcoming with

         3   information on this that we caught them on and on

         4   other things.

         5                  And I think it has been a disgraceful

         6   process and has been total lack of disrespect for

         7   this body and the people that live in that

         8   neighborhood.

         9                  Thank you.

        10                  PRESIDENT VERNA:  The Chair

        11   recognizes Councilman DiCicco.

        12                  COUNCILMAN DiCICCO:  I think

        13   Councilman Cohen's light was on before mine.

        14                  PRESIDENT VERNA:  No, not according

        15   to the monitor.

        16                  COUNCILMAN DiCICCO:  Mr. Hankowsky,

        17   when you were responding to one of the questions

        18   by --

        19                  MR. HANKOWSKY:  Can I make one

        20   comment to Councilman Cohen, though?

        21                  Maybe that should have been my last

        22   hearing.

        23                  COUNCILMAN KENNEY:  Mr. Hankowsky, it

        24   is not personal.  I have known you for a long time.

        25   You are a straight-up guy, you are competent.  You
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         2   have always been honest with us when you are able to

         3   be.

         4                  And none of this was directed at

         5   you.  I think you know where it was directed at.

         6                  I apologize if I offended you in any

         7   way.

         8                  MR. HANKOWSKY:  No.  No.  I

         9   appreciate that.  You did not.

        10                  COUNCILMAN DiCICCO:  Thank you.

        11                  In your response to one of the

        12   questions posed by Councilman Rizzo, you talked

        13   about future development, and you used the term

        14   retail, slash, I guess entertainment type of

        15   development which is possible.

        16                  Do you have any information or

        17   thoughts on what the proposed nature of what that

        18   retail/entertainment development would be?  Give me

        19   a sense of what that means.

        20                  MR. HANKOWSKY:  I am just looking for

        21   a document.

        22                  COUNCILMAN DiCICCO:  You know,

        23   because when I think of entertainment, for me, it is

        24   of the similar nature to what we hopefully were

        25   going to have developed at 8th and Market, as an
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         2   example, and what is still being proposed and

         3   hopefully will eventually come to fruition, which is

         4   the Penn's Landing Entertainment Center, combination

         5   of retail/family entertainment venue.

         6                  MR. HANKOWSKY:  Right.

         7                  What I have got in my file here,

         8   Councilman, is the Master Plan for the new arena at

         9   the Sports Complex that has been approved by the

        10   Planning Commission, that was done, I believe, in

        11   1992, though my memory there might also be wrong,

        12   which dealt with these development rights that

        13   Councilman Rizzo asked about.

        14                  And, for example, retail space of up

        15   to 75,000 square feet that I mentioned that they

        16   could do says, "to include but not be limited to

        17   bakery, delicatessen, book store, record store,

        18   variety store, indoor theater, studio, restaurant,

        19   cafe, ice cream fountain, sporting goods," that

        20   nature.

        21                  COUNCILMAN DiCICCO:  When you talked

        22   about theaters, we obviously talk about movie

        23   theaters.

        24                  So it kind of sounds to me that the

        25   potential retail/entertainment development would be



                                                                40

         1                     STADIUM HEARINGS

         2   something very similar to what we have been for the

         3   last five years, and with your help, developing

         4   along Penn's Landing.

         5                  And while I am very supportive of

         6   that kind of development, and I think it really is

         7   important to the City of Philadelphia, my concern

         8   is -- and I guess this goes back to what I was

         9   alluding to the other day without being specific --

        10   in your professional opinion, do you in any way feel

        11   as though, should the stadium site district move

        12   forward with a retail/entertainment development,

        13   what impact would that have on the Penn's Landing

        14   Project?

        15                  And would that not, in fact, cause a

        16   potential problem for that development along Penn's

        17   Landing?

        18                  MR. HANKOWSKY:  I want to answer your

        19   question.  I just also want to say that there's also

        20   some text, just for the fullness of the question

        21   prior, that deals with the connector building.  And

        22   it also lists like sports hall of fame and

        23   memorabilia sales and participatory sports activity,

        24   which I guess is like batting cages.  So there is

        25   text.
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         2                  As you know, this Master Plan and

         3   these agreements were done, as I said, you know,

         4   eight years ago.

         5                  And, actually, some of us will

         6   remember, Council President will remember because

         7   she was the District Councilperson, we loved this

         8   deal so much, we did it twice in this chamber.

         9   Because we did it in 1989 and we did it again in

        10   1992, because it needed to get amended and came

        11   back.

        12                  We granted these rights, and none of

        13   them have ever been exercised.  The development

        14   hasn't occurred.  And part of that really deals

        15   with --

        16                  COUNCILMAN DiCICCO:  But we were not

        17   entertaining the possibility of two new stadiums.

        18                  MR. HANKOWSKY:  I agree.  I totally

        19   agree.

        20                  COUNCILMAN DiCICCO:  So from a

        21   development economic standpoint, if we are going to

        22   do two stadiums, this would obviously be the most

        23   opportune time to do that.

        24                  MR. HANKOWSKY:  I agree.  Because, in

        25   fact -- and I am not sure whether it was here or in
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         2   some other venue -- somebody asked me why they

         3   weren't used, why these rights weren't used.

         4                  And I think you are absolutely right,

         5   Councilman, that actually the uncertainty about the

         6   future of the two tenants at Vet's Stadium, if you

         7   are going to build a restaurant or something, you

         8   know, and half the attendance might leave the area,

         9   you know, you are making a 30-year investment, you

        10   probably wouldn't do it.  So I agree with that.

        11                  But when we did this in 1992, it was

        12   sort one state of the real estate world.

        13                  And since then, because you have been

        14   such a leader in this in the waterfront, you know,

        15   there's been a development in real estate called

        16   Urban Entertainment Centers.  They even gave them a

        17   name.  And the Penn's Landing Project I think will

        18   be a stunning positive example of that.

        19                  I think we also realize that those

        20   kinds of centers, you know, a region, an area, it is

        21   not like you can do ten of them.  There is not

        22   enough of a market for the unique kinds of uses that

        23   go in it.

        24                  And even some, you know, even some of

        25   the retail stores, you know, an FAO Schwartz.  FAO
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         2   Schwartz, they are at King of Prussia, they have

         3   agreed to be at Penn's Landing, they are probably

         4   not doing another store in the Delaware Valley

         5   because they --

         6                  COUNCILMAN DiCICCO:  Oversaturation.

         7                  MR. HANKOWSKY:  Yes.  Because they

         8   are very particular.

         9                  So there is a possibility that a

        10   project, another Urban Entertainment Center kind of

        11   project, could have a competitive aspect to it to

        12   other things we're doing.

        13                  There's also a possibility that, if

        14   done well, it would not have a competitive aspect.

        15                  So if at the sports complex, I will

        16   give an example, you had the ESPN zone, which I

        17   guess there are two in the country right now, one in

        18   Baltimore and one in New York, which has a total

        19   sports flavor, it is meant to be a place where you

        20   go and watch sports and it has got sports

        21   memorabilia and they do live shows, sports talk

        22   shows, well, that's the kind of thing that probably

        23   doesn't want to be at Penn's Landing, but it might

        24   want to be here.

        25                  COUNCILMAN DiCICCO:  But it also may
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         2   want to be at 8th and Market.  Because as you and I

         3   both know, there's been talk about possibly 8th and

         4   Market.  So maybe we could fill the hole at 8th and

         5   Market.

         6                  So my concern is -- and I think you

         7   said something similar -- is that the region could

         8   just afford just a certain amount of number of these

         9   types of entertainment venues.  I don't know if

        10   Philadelphia could support two.

        11                  I thought we can do Penn's Landing

        12   and 8th and Market, because 8th and Market would

        13   have been much smaller than I envisioned could

        14   possibly happen at the sports stadium site.

        15                  Which, if we were not doing Penn's

        16   Landing, I would think, in my opinion, would make a

        17   lot of sense to look to do in South Philly,

        18   neighborhood issues aside.

        19                  MR. HANKOWSKY:  Can I say one other

        20   thing, though?  It is not clear to everybody that

        21   even if you wanted to do this kind of development,

        22   it could actually work.

        23                  There is a pretty critical aspect of

        24   this, and whether it is under current Comcast

        25   Spectacor property or somewhere else.  And I think
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         2   this is so significant an issue that it also may

         3   have contributed to the fact that nothing has

         4   happened down there.

         5                  You end up in the sports complex with

         6   a very interesting phenomenon.  We talk about 5

         7   million, 7 million people that can attend in all the

         8   different buildings and go to things.

         9                  And you say, well, there are all

        10   those people.  You know, that's a lot of people.

        11   That's more people than go to the Liberty Bell.

        12                  But they are there for an event.  So

        13   they come before, you know, pitch a ball or, you

        14   know, have a bite to eat.

        15                  When the event is on, they are not at

        16   the retail entertainment.  And when the event is

        17   over, maybe they will do something, and then they

        18   are gone.

        19                  And when the event is on, the parking

        20   is often significantly filled, you know, depending

        21   on how many people are in attendance.

        22                  So if you or I just wanted to go down

        23   and just go to the restaurant, we might not find a

        24   parking space.

        25                  And at least nationally nobody
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         2   seemingly has figured this out.  It is very

         3   difficult to find successful retail/entertainment

         4   adjacent to a sports facility that's done very

         5   well.  It has been a real puzzle to figure it out.

         6                  COUNCILMAN DiCICCO:  But that example

         7   is on the days and nights, or whatever, that there

         8   are events that are going on.

         9                  But the entertainment center would

        10   not be developed just to accommodate the facility on

        11   game night or game day.  It obviously is being

        12   developed to have a year-round use.

        13                  MR. HANKOWSKY:  That's right.

        14                  COUNCILMAN DiCICCO:  And if you go to

        15   the Penn's Landing Entertainment Center, you go to a

        16   movie, you may go to the restaurant first and then

        17   go into the movie, or vice versa.

        18                  So I understand how all of that

        19   works, which is why I have an even greater concern

        20   as to the potential development of an entertainment

        21   center within the Stadium District.

        22                  If we didn't have Penn's Landing on

        23   the drawing board, I probably wouldn't be concerned

        24   at all.

        25                  And when you -- if we were -- and
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         2   this is, I guess, hypothetical.  But if we do move

         3   forward with an entertainment/retail center, that

         4   building, or if it's one building or many buildings,

         5   obviously would take up a certain portion of the

         6   footprint, which reduces the number of parking

         7   spaces that we all are so pleased to understand that

         8   we would be gaining under the plan.

         9                  So one of two things has to happen.

        10   We either lose the parking spaces or we replace

        11   them.  Where does that money come from?

        12                  And while we are talking about

        13   parking, if I can kind of segue in -- and if these

        14   questions aren't appropriate to the discussion we

        15   are having -- when we looked to do possible stadiums

        16   in South Philadelphia I think under the last -- at

        17   the last Administration, there were several sources

        18   of revenue.  And they are -- and correct me if I am

        19   wrong -- the state contribution, the team

        20   contribution.

        21                  And on the city's side, we were

        22   looking at four sources of revenues:  city wage tax,

        23   the parking surtax.

        24                  And maybe I missed it during all

        25   these hearings, but is that not a part of what we
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         2   are doing, looking at in this new plan?

         3                  And, if not, why are we not

         4   considering a parking surcharge, which is really a

         5   user fee, that would hopefully reduce, maybe, the

         6   city's contribution to the stadium project going

         7   forward?

         8                  MR. HANKOWSKY:  I think I have got

         9   two questions, so let me try to do them in

        10   sequence.

        11                  COUNCILMAN DiCICCO:  I'm sorry.  I

        12   always seem to do that.  I apologize.

        13                  MR. HANKOWSKY:  That's okay.

        14                  Your first part was the issue of

        15   eliminating parking as a function of development.

        16                  And as I have said before, we are not

        17   asking Council to consider that.  But, as I also

        18   said before, when it was done in the Comcast

        19   Spectacor transaction, which I take some pride in,

        20   since I was involved in that, we actually thought

        21   about this question and made it the affirmative

        22   obligation of the party who had the rights that they

        23   had to both replace the parking they displaced, as

        24   well as provide for the parking under the zoning

        25   code for whatever the use was they put.
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         2                  And that's, in effect, their cost of

         3   doing business if they proceed with their

         4   development.

         5                  So this legislative body might want

         6   to consider an analogous provision, should anybody

         7   bring you in the future a request to do development

         8   down there, which is how I think you could address

         9   it.

        10                  To your second question, which is the

        11   issue of the inclusion or not of a parking surcharge

        12   in the transaction, I mean, fundamentally there are

        13   a variety of revenue streams in the transaction.

        14   And a parking surcharge, to some extent, is simply

        15   another way to say we would raise the parking rate.

        16                  And where this transactions ended up

        17   was requesting the teams to do more than they had

        18   been prepared to do in the past.

        19                  And on the Phillies side, that dealt

        20   significantly with increasing their contribution to

        21   the building and taking on various

        22   responsibilities.

        23                  On the Eagles side, it dealt with

        24   decreasing our commitment to operation and

        25   maintenance funds, as well as both teams picking up
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         2   the inflation.

         3                  And so we could have, quote, called

         4   it a parking surcharge, collected it, used it to pay

         5   for a contribution.  Or we can simply say, "Teams,

         6   you get the parking and your make your contribution

         7   go up."  And we did the latter.

         8                  COUNCILMAN DiCICCO:  Yes, but --

         9                  MR. HANKOWSKY:  By the way, there was

        10   also some bond issues, to deal with this thing I

        11   have mentioned before, called private payments, to

        12   make any kind of surcharge potentially legally

        13   difficult in terms of we could lose our tax exempt

        14   bonds.  It just gets kind of messy.

        15                  So you look for, I will use the term,

        16   a cleaner way to deal with the revenue streams.

        17                  COUNCILMAN DiCICCO:  I am not really

        18   comfortable with the answer, and I respect the

        19   answer.  I just don't understand.

        20                  We keep saying -- and I am a

        21   proponent of the stadiums.  I think that's obvious.

        22   And I have been as patient as everyone else about

        23   this whole process.  But when we keep saying --

        24                  MR. HANKOWSKY:  And people have been

        25   very patient.
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         2                  COUNCILMAN DiCICCO:  When we say the

         3   teams have really gone out of their way, you know,

         4   we still have to deal with a potential $54 million

         5   gap.  And we keep hearing that information is coming

         6   to show us how that gap will be filled.

         7                  But in order for us to get -- I tell

         8   community people when developments are being

         9   proposed in my district, not everybody gets 100

        10   percent, there's give and take.

        11                  And we are saying that the teams are

        12   giving of a certain value into this process, so

        13   that's why we're not doing the surcharge.

        14                  I think that, again, absent whatever

        15   the legal issues are concerning the bond, and I am

        16   not familiar with that at all, there's got to be a

        17   way of figuring that out.

        18                  And I don't mean to be doing this at

        19   the last minute, but, as Councilman Kenney said, we

        20   are at the last minute -- not at our choice; it was

        21   just the way this thing was proposed to us,

        22   presented -- that we ought to really seriously look

        23   at this surcharge.

        24                  As I said to Mr. Rosentraub the other

        25   day, the rental tax is a tax, but it is a user tax.
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         2   I mean, you decide to rent a car, you get it.

         3                  If you decide to drive your car to

         4   the stadium, then you pay the parking surtax.  If

         5   you decide to take SEPTA you don't pay it.

         6                  And I am looking again to reduce

         7   whatever the public contribution has to be as much

         8   as we can.  Because I really believe at the end of

         9   the day -- and my conscience tells me that this is

        10   not that great of a deal, although I have done

        11   things in the past that I didn't think were great,

        12   both professionally and privately -- that we've got

        13   to really look under every rock before we finalize

        14   this deal.

        15                  And I am not trying to throw, you

        16   know, anything at you at the last minute.  But we

        17   have some time left, and I think that I would like

        18   to have more discussion on that.

        19                  And the one final question I have as

        20   it goes back to the entertainment center, most of

        21   these types of developments have a lot of components

        22   that go into making them possible, public

        23   contribution, private contribution, et cetera, and

        24   one of the other components are naming rights.

        25                  And I alluded to this the other day,
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         2   but I will be even more specific today.  Comcast, in

         3   my opinion, seems to be way out front as the

         4   potential entity to do naming rights at the

         5   stadiums, at the Stadium District site, for future

         6   development.

         7                  I don't see how they would be willing

         8   to do naming rights at the stadium site and also at

         9   Penn's Landing.

        10                  And I draw the conclusion that if

        11   that's what the decision has to be made, they are

        12   going to pull out of Penn's Landing, do the stadium,

        13   and we don't do the development at Penn's Landing.

        14                  And it is not because it is in my

        15   district and it is my little baby that I have been

        16   walking through for four years.  My ego is okay.  If

        17   it doesn't happen, it doesn't happen.

        18                  But I don't want to be cannibalizing

        19   other projects in the city to get this done.

        20                  And maybe that's not an answer that

        21   you can come up with.  But it is a statement, more

        22   or less, on my part.

        23                  I'd like to see this Council, who

        24   worked very hard along with me to do the TIF, it

        25   took a lot of convincing.  And my conservative,
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         2   fiscal conservative colleague to my right here has a

         3   hard time, as well as my other fiscally conservative

         4   colleague who is walking in now, doing TIF deals.

         5   And they went along with it in the end.

         6                  I guess as I said, it is probably

         7   more of a statement for the record than anything

         8   else.

         9                  I have some serious concerns about

        10   this.  And I think we need some answers to those

        11   questions.  If not from you, Bill, from somebody.

        12                  MR. HANKOWSKY:  I understand.  I will

        13   make sure that that concern is transmitted.

        14                  COUNCILMAN DiCICCO:  Thank you.

        15                  Thank you, Madam Chair.

        16                  PRESIDENT VERNA:  Mr. Hankowsky, on

        17   the map that you proposed, Councilman DiCicco was

        18   asking me, where is the North Lot shown?

        19                  MR. HANKOWSKY:  It is not shown

        20   because it is already zoned Sports Stadium.  It is

        21   not part of the remapping.

        22                  PRESIDENT VERNA:  It is presently

        23   zoned Sports Stadium?

        24                  MR. HANKOWSKY:  The North Lot?  Yes.

        25                  COUNCILMAN DiCICCO:  Because when you
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         2   talk about development, that's part of -- not to

         3   interrupt you, Madam Chair -- the potential

         4   development, also, along with --

         5                  MR. HANKOWSKY:  The three areas that

         6   are currently zoned Sports Stadium are the North Lot

         7   of Veteran's Stadium, the two arenas and the parking

         8   around it, and the practice facility 22 acres.

         9                  COUNCILMAN COHEN:  Thank you, Madam

        10   President.  The Chair recognizes Councilman Cohen.

        11                  COUNCILMAN COHEN:  Thank you, Madam

        12   President.

        13                  Mr. Hankowsky, or maybe the question

        14   goes to the Planning Commission people.  With

        15   respect to a Stadium District, is that different in

        16   content, say, from institutional districts?

        17                  MR. LOMBARDO:  Yes, it is different,

        18   in that in an institutional district -- they both

        19   are Master Plan districts, which basically means the

        20   plan that ultimately is adopted becomes the zoning.

        21   So everything is tied down, every building is tied

        22   down, every use of every building is tied down.

        23                  In Sports Stadium District, once

        24   Council rezones a property to Sports Stadium, any

        25   change to the Master Plan only requires an approval
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         2   of the Planning Commission.

         3                  I think there are two reasons for

         4   that.  One being that the time they did that, the

         5   Council felt that the planning -- since it was

         6   publicly owned ground, they had control over the

         7   fact that they owned the property, they didn't need

         8   to have to come back to Council, I mean.

         9                  And the second thing is, because it

        10   is publicly owned ground, approval is also needed

        11   from the Art Commission.

        12                  So in fact you are already going

        13   through two review processes, the Planning

        14   Commission to review the Master Plan and the Art

        15   Commission to review how the buildings look and how

        16   the signage looks and the materials being used in

        17   the building and what-have-you.

        18                  But that is a distinction between --

        19   that's the Sports Stadium.

        20                  In the IDD, the Planning Commission

        21   approves the Master Plan and sends it to City

        22   Council, and City Council also approves the Master

        23   Plan.

        24                  Right now Council approves that by

        25   resolution, after.  So you have two bodies approving
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         2   the Master Plan in an Institution District.

         3                  COUNCILMAN COHEN:  So that a

         4   community in a Stadium District starts with less

         5   rights than an Institutional District, where the

         6   people affected by the existence of an Institutional

         7   District always have an opportunity to raise an

         8   issue at City Council?

         9                  MR. LOMBARDO:  They do have, that's

        10   right.  They have an opportunity in the

        11   Institutional District to raise the issue with City

        12   Council.

        13                  And you know from your years here

        14   that there have been instances where the changes to

        15   Master Plans have either been held up or turned down

        16   as a result of Council not approving them.

        17                  COUNCILMAN COHEN:  So that the

        18   amendment that was earlier offered by the President

        19   in her role as District Councilperson to Bill 726,

        20   really that basically merely gives to the Stadium

        21   District the basic rights that communities have.

        22                  It expresses it much more clearly, I

        23   have to say.  I think it is a good example for

        24   Institutional Districts to adopt.

        25                  But it merely basically gives the
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         2   same right to the community in the Stadium District

         3   issue as it does in an Institutional District zoning

         4   issue; isn't that right?

         5                  MR. LOMBARDO:  The answer, it is

         6   actually a two-part answer.  Yes, it puts it on the

         7   same footing.

         8                  But there is a distinction.  And the

         9   distinction being that in the Institutional

        10   District, the property is not owned by the city.

        11                  I mean, I think the way Mr. Hankowsky

        12   proposed doing it by lease is probably a stronger

        13   way than doing it by zoning, because there is no

        14   appeal of the leases, there could be of the zoning.

        15   Just so to answer the question that way.

        16                  But to answer your question purely

        17   from a zoning point of view, yes, you are putting it

        18   on the same footing.

        19                  You are putting an area resident who

        20   is a neighbor of the stadium on the same footing, in

        21   terms of the right to come before Council to oppose

        22   something, as a neighbor of an Institutional

        23   Development District has today.

        24                  COUNCILMAN COHEN:  Well, in a

        25   situation where the municipal government, the Office
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         2   of the Mayor, maybe not acting directly through the

         3   Office of the Mayor, but perhaps acting through a

         4   department of city government, has the ability to

         5   bring about changes through an agreement, say, with

         6   the tenant on city-owned property, isn't there the

         7   same need for protection to the community in a

         8   zoning matter?

         9                  I mean, the fact that it is the city

        10   working with the proposed user doesn't give the

        11   community any more protection.

        12                  MR. LOMBARDO:  In your scenario,

        13   where an Administration or a Mayor can make changes

        14   to the agreement without coming back to Council,

        15   then this bill, Council President Verna's amendment,

        16   would provide additional protection to the neighbors

        17   around the stadium, or around the Stadium District.

        18                  COUNCILMAN COHEN:  And I think that's

        19   a very important aspect of that amendment and

        20   something that gives communities a feeling of

        21   security which they otherwise may not have.

        22                  Now, Mr. Hankowsky, most of my

        23   discussions have centered about protection of

        24   community people, in many ways the public funding

        25   and so forth.
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         2                  But now I want to direct it to

         3   another area that Andrew Cassel of the Inquirer,

         4   whom I have never met, but I enjoy reading his

         5   columns, although I generally disagree with him all

         6   the time because he is a very sharp fiscal

         7   conservative -- like me in this case; you know,

         8   fiscal conservatives change with issues -- but he

         9   raises the question of the fact that so much of the

        10   public resources are going to be devoted to the

        11   stadium, that it may adversely affect and limit

        12   options and choices to the private sector.

        13                  And it gets to be an issue very close

        14   to that that was raised by Councilman DiCicco.  That

        15   by concentrating so much of the city's resources in

        16   the stadium, are we depriving other business

        17   opportunities to other groups in the way that

        18   Councilman DiCicco said and in other ways?  Has the

        19   city examined that issue at all?

        20                  Cassel says it is a matter of

        21   priorities which business enterprise, say, are you

        22   going to be supporting?  You can't do everything,

        23   because this city obviously has limited resources.

        24                  He points out that no economist of

        25   repute ever argues that stadiums, sports stadiums,
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         2   create economic development.  He says most of them

         3   say it is neutral.

         4                  And then he says, but there was one

         5   very recently who in a study says it is not neutral,

         6   it is harmful to economic development.  And that is,

         7   I think, a Professor Coates of the University of

         8   Maryland, who has apparently made the most recent

         9   study.

        10                  What is your feeling, that you are

        11   working constantly in the field of promoting

        12   economic development?

        13                  How do you respond to the critiques

        14   of Cassel and what I understand are the critiques of

        15   just about every traditional economist?

        16                  Most of them are called academic.  I

        17   don't think you can call the Inquirer writer

        18   "academic."  He has been writing for a number of

        19   years.

        20                  And I think doesn't he raise an

        21   important issue?

        22                  MR. HANKOWSKY:  Well, I think there's

        23   actually two questions here, Councilman.  Let me try

        24   to address them.

        25                  First the issue of do stadiums
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         2   promote economic development.

         3                  The Administration is not putting a

         4   case before you that is based on that premise.  The

         5   case we are putting before you is that the stadiums,

         6   by their own activity, by their own activity -- not

         7   by other activity that they stimulate -- are a

         8   justifiable investment.

         9                  And I appreciate that when you talk

        10   about public money in stadiums, you often look at

        11   the question of, is it wore the investment, et

        12   cetera.

        13                  And here again perhaps it is

        14   actually -- and I believe I read the same article,

        15   the same column -- it is a situation where our lack

        16   of competitiveness generally for business activity,

        17   the city, which is driven by the high incidence of

        18   taxation of various sorts of various things that we

        19   do, you know, which discounts we have been trying to

        20   deal with over the last few years by lowering the

        21   wage tax and trying to make this a more attractive

        22   place, but stadiums happen to be a venue where, as I

        23   have mentioned before, we tax every activity that

        24   occurs, from when you park, to when you pay the

        25   admissions tax, to when you do liquor by the drink,
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         2   to when you do the sales tax, to the wage tax on

         3   players, visiting and home, et cetera, et cetera.

         4                  So our analysis is on the narrow

         5   focus of that the taxes this generates can pay back

         6   our investment, plus, which is not the economic

         7   development argument.

         8                  I think that there is the possibility

         9   of other kinds of development that it might support,

        10   but we are not arguing the quantification of that

        11   and that that is the basis of this investment.

        12                  To your other point, which is, is

        13   this a displacement?  In other words, are we taking

        14   these dollars, spending them here, when we could

        15   spend them somewhere else, the classic opportunity

        16   cost problem, or question?  I think there's two

        17   components to that.

        18                  One deals with the rental car tax,

        19   which there's been some fair amount of discussion

        20   about, you know, over the last several days,

        21   Councilman.

        22                  If that tax is available to the city,

        23   if the legislature does not repeal it because we

        24   don't use it for stadiums, which there have been

        25   letters from legislative leaders saying that they
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         2   might do that, if you still had the tax, then there

         3   is clearly an opportunity cost issue.  You could

         4   spend it on somewhere else.  In fact, we even said

         5   maybe you could spend it repairing the Vet.

         6                  If it gets repealed, there is no

         7   opportunity cost question.  You either spend it on

         8   stadiums or you don't have it.

         9                  And the second component of paying it

        10   back are the taxes generated by the activity in the

        11   new buildings, which you don't have if you don't

        12   build them.

        13                  So, again, I think what we are trying

        14   to do here is spend the money the project brings

        15   with it.

        16                  Now, there is a different question,

        17   which is the question of, do you have to spend this

        18   money at all, or can the teams pay for this

        19   themselves?

        20                  Our position has been clear.  We

        21   think the teams have drawn, you know, have said they

        22   can spend what they have committed and can't spend

        23   more.

        24                  That's a different question.  Because

        25   clearly if they would just pay for them themselves,
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         2   then you would have the opportunity cost issue of

         3   the dollars we are investing because you would still

         4   have them.

         5                  But we are trying to be fairly -- you

         6   know, you and I may disagree on this.  But at least

         7   from an approach standpoint, we are looking at the

         8   revenues generated by the project paying for the

         9   project, and those revenues don't exist without the

        10   project.

        11                  COUNCILMAN COHEN:  The revenues in a

        12   project like this, the revenues that are promised to

        13   the city, always seem to come in the form of

        14   backloading, always allowing for the opportunity, as

        15   here in these current stadium leases, for changes to

        16   take place before the promise of revenues toward the

        17   government ever becomes reality.

        18                  You talk about the teams are going to

        19   be here for 30 years.  We have heard that talk

        20   before.

        21                  But now the Administration says, yes,

        22   but that's not going to work.  Maybe it is only

        23   going to be the 20 years.  Maybe they will run out

        24   of town to us if we don't agree quickly.

        25                  Is that the case here?  Are the major
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         2   revenues of the city going to be backloaded?

         3                  MR. HANKOWSKY:  I don't think so,

         4   Councilmanment.

         5                  I mean, I think, again, this

         6   transaction, you get the immediate benefit of the

         7   construction activity, you get the immediate and

         8   ongoing benefit of the children's fund, the

         9   immediate and ongoing benefit of funding the Special

        10   Service District.

        11                  In the sixth year of the transaction,

        12   the School District begins to net an additional 2.7

        13   million that you don't get today, on top of

        14   preserving what they get today.

        15                  And we have an ongoing flow of

        16   General Fund dollars that pays for our investment

        17   and nets us a small surplus.

        18                  So I don't think this is a backloaded

        19   transaction.  This is a transaction where -- it is

        20   not like the one you are implying, which is the

        21   sweet flip, where somehow the math changes in the

        22   deal later.

        23                  The math in the deal is basically the

        24   math in the deal from day one throughout the

        25   transaction.
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         2                  COUNCILMAN COHEN:  But the deal is

         3   being changed now.

         4                  Isn't it a fact that under the

         5   current lease, that we would be getting, beginning

         6   with February of next year, an infusion of what

         7   originally had been talked about at 6 million, when

         8   the stadium lease was first talked about, now it is

         9   down to 4, and I heard a whisper that the teams are

        10   saying it is only really a million and a half.  They

        11   will probably shortly be saying that the city owes

        12   them money, or something.

        13                  But isn't that happening just as we

        14   are about to get money?  We are talking about

        15   visiting the question of the lease for the remaining

        16   years that the Vet would be used, assuming the

        17   stadium deal gets approved by Council?

        18                  MR. HANKOWSKY:  There will have to be

        19   an amendment to the Vet lease to terminate it.

        20                  COUNCILMAN COHEN:  And the

        21   legislation, without any action by City Council, the

        22   obligation of the teams to pay whatever that figure

        23   is on an annual basis?

        24                  MR. HANKOWSKY:  That has to come

        25   here.
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         2                  If there is any change in the current

         3   obligation of the teams to pay a portion of the

         4   sweet revenue, that would require Council action.

         5                  COUNCILMAN COHEN:  Even if there were

         6   a new lease replacing the old lease, and the new

         7   lease did not require the payment?  I don't

         8   understand that.

         9                  MR. HANKOWSKY:  Oh, yes.  No.  We

        10   can't amend the Vet Stadium lease without coming

        11   here.  You approved it; you approved that lease.  We

        12   can't amend that without coming here.

        13                  I said that on the record the other

        14   day.

        15                  COUNCILMAN COHEN:  You mean it will

        16   not be possible for the city to release these teams

        17   from their obligation to pay for the super boxes

        18   without the matter coming to City Council?

        19                  MR. HANKOWSKY:  That is correct.

        20                  COUNCILMAN COHEN:  I know that's your

        21   view.  Are you speaking, really, for the

        22   Administration on that?  Because they did not say

        23   that at the beginning, when I first raised the

        24   issue.

        25                  MR. HANKOWSKY:  Probably the right
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         2   person you want to see is the law department, that

         3   that's in fact the legal way it works.

         4                  I could ask the law department to

         5   provide that in writing to the Council President.

         6                  COUNCILMAN COHEN:  Well, I would like

         7   an opinion from the City Solicitor.

         8                  MR. HANKOWSKY:  I would be happy to

         9   did that, Councilman.

        10                  That's what they told me, so that's

        11   why I am repeating it to you.  I am not a lawyer

        12   like you.  So I don't practice without a --

        13                  PRESIDENT VERNA:  Is someone from the

        14   City Solicitor's Office here?

        15                  MR. HANKOWSKY:  We will see if we can

        16   get somebody over here.

        17                  PRESIDENT VERNA:  Please.

        18                  COUNCILMAN COHEN:  Mr. Hankowsky, we

        19   are being asked through the Council President going

        20   way beyond September, way beyond even June, I think

        21   back in March, kept asking for information which we

        22   did not get for many, many months.

        23                  And it was renewed in June the

        24   request, so we could study over the summer.  That

        25   did not happen, because the Mayor had his mind on
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         2   12th and Vine, apparently, and nothing seemed to be

         3   moving, at least nothing was made available to us.

         4                  Tell me, what is this emergency that

         5   would compel us to do two things that City Council

         6   is being asked to do in a way that's never been

         7   asked before of any City Council in my knowledge?

         8                  We are being asked to do what I think

         9   is a totally illegal act.  We are being asked to

        10   delegate the powers of City Council to the Mayor.

        11                  We are being asked to, instead of

        12   Council having a responsibility for enactment of

        13   legislation, we are being asked to enact general

        14   language, with the substance of the legislation to

        15   be placed in the legislation by the Mayor, meaning

        16   the Administration people, acting maybe through the

        17   Finance Director and the City Solicitor, but

        18   basically all appointees of the Mayor, we're asked

        19   to let them do that.

        20                  I believe -- and I have been worrying

        21   about it for a long time -- it seems clear to me

        22   that it is an illegal delegation of power.

        23                  But without respect to the legal

        24   aspect, we are being asked to approve a lease which

        25   we will never have a chance to get back at and see
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         2   again with the power to change it or to approve it.

         3                  And we are asked further, we are told

         4   that that lease will be good for the next 30 years.

         5   And that if the lease is changed at any time within

         6   the next 30 years, it can be changed in any fashion

         7   without Council involvement.  That's Point 1.

         8                  We have never, ever by any Mayor been

         9   asked to act blindly.  Now, I pose that to you.

        10                  What could possibly be the

        11   justification of seeking to compel a legislative

        12   body to give up its powers of legislation and of

        13   oversight that could justify a legislative body in

        14   doing that?

        15                  MR. HANKOWSKY:  Well, Councilman,

        16   obviously I am not an attorney, so I can't speak to

        17   whether it is legal or illegal.  But let me try to

        18   address the question.

        19                  The way I would analogize this is, if

        20   you think about the stadium project over the course

        21   of its last couple of years, I mean, the

        22   Commonwealth of Pennsylvania was asked, "Would you

        23   invest in stadiums?"

        24                  And the legislature made a decision

        25   to do that, appropriated funds, set some terms and
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         2   conditions to those funds, you know, 10 Commonwealth

         3   days and affordable seat plans, certain things they

         4   thought were important, and said, "Here is a program

         5   we have set up as a government, but with the

         6   executive and legislative participation, to fund

         7   stadiums."

         8                  And I think what we are saying is

         9   that we are requesting Council's approval to set up

        10   a funding program for stadiums for Philadelphia at

        11   the local level, as defined in the documents in the

        12   term sheets.

        13                  And that our obligations under that

        14   cannot be increased, must be consistent with those

        15   documents, and that that's a basis that then we

        16   could proceed.

        17                  I think you also were actually asking

        18   also about kind of the urgency, the urgency aspect,

        19   Councilman.

        20                  And what we're looking at, and I, as

        21   Councilman Kenney asked earlier, you know, I am not

        22   going to go through the history because the history

        23   is the history.

        24                  But we are basically at a point now.

        25   And whether we are -- how we got here, I will leave
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         2   to others.

         3                  But we are at a point now where we

         4   have the teams prepared to proceed, the teams

         5   committed to do that, the teams committed to do that

         6   on the basis of a capacity to get in these new

         7   buildings quickly, which justifies their willingness

         8   to take the various risks of both dollar risks and

         9   exposure risks.

        10                  It is most acute, obviously, for the

        11   Eagles.  To be open by the Year 2003 requires them

        12   to go now.

        13                  Which would mean literally putting

        14   their financing in place beginning this month, so

        15   that they could have a construction start like in

        16   March.

        17                  Which would mean that you would have

        18   to knock the T warehouse building down before that,

        19   et cetera.  So there is a whole sort of series of

        20   actions that are lined up.

        21                  And if we are unable to proceed with

        22   those actions, you basically lose that schedule.

        23                  Now, you may find that a less than

        24   satisfactory response, but that is what's driving

        25   the schedule, is opening in 2003 for the Eagles and
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         2   opening in 2004 for the Phillies.

         3                  COUNCILMAN COHEN:  When the

         4   Convention Center issue was raised before this body,

         5   and you were here at that time --

         6                  MR. HANKOWSKY:  I sure was.

         7                  COUNCILMAN COHEN:  -- for

         8   years before, the current Mayor was then a very

         9   active member of City Council.

        10                  MR. HANKOWSKY:  He was Chairman of

        11   the Finance Committee, I believe.

        12                  COUNCILMAN COHEN:  Yes.

        13                  And he took the position, despite the

        14   strong statements made about the urgency, that the

        15   money was there now, and might not be there, the

        16   legislature might withdraw it if we don't act

        17   promptly, that all the plans for success were based

        18   upon moving forward.

        19                  The then Councilman Street took the

        20   position that we've got to have time to study it,

        21   that the proposals create certain uncertainty among

        22   Council Members, we want to be sure of all the

        23   details.  It took about a year.

        24                  And what came out was a Convention

        25   Center agreement that everybody agreed was far
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         2   better from the point of view of the city than the

         3   original one.

         4                  Here we're being asked -- we don't

         5   even have time to study the details, and the fact

         6   that we often don't get them.

         7                  Madam President, I don't know whether

         8   we have gotten certain amendments yet that we were

         9   told were being offered.  I haven't seen them.

        10                  PRESIDENT VERNA:  No, we have not.

        11                  COUNCILMAN COHEN:  Aren't there

        12   amendments that the Administration is going to have

        13   further amendments to?

        14                  PRESIDENT VERNA:  That is my

        15   understanding.  We are not seen them as yet.

        16                  I understand this afternoon our

        17   technical staff will be able to review them.

        18                  COUNCILMAN COHEN:  You know, I think

        19   it is highly wrong, absolutely wrong, for Council to

        20   act under such time pressures unless in the most

        21   extreme emergency.

        22                  Because what has happened is that we

        23   are being asked to do the second thing, to work

        24   under such pressure, that we cannot even, as we try

        25   to legislate that which we can legislate on this, we
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         2   don't have any time to really study it, to analyze

         3   it.

         4                  You made offers of amendments of

         5   things you introduced just a couple of weeks ago or

         6   talked about a couple of weeks ago.  That's the kind

         7   of time I think Council needs in order to do a

         8   responsible job.

         9                  And I can't see the emergency of the

        10   teams wanting to open by 2003.  It seems to me to be

        11   more important to guarantee the rights of the

        12   citizens of Philadelphia, the involvement of a

        13   billion dollars of tax funds.

        14                  It is a billion dollars, isn't it,

        15   that's involved over the next 30 years?

        16                  MR. HANKOWSKY:  I --

        17                  COUNCILMAN COHEN:  It is going to be

        18   taking that money.  Some money will come in.  But we

        19   know one thing, there is a difference between the

        20   revenue and the expenses.

        21                  The expenses are firm and fixed and

        22   have to occur no matter what, because they will be

        23   embedded in our bond obligations.

        24                  The revenues we can be optimistic

        25   about, we could project them, we can be, you know,
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         2   hard-headed about them, try to come up with

         3   conservative estimates, but they are still estimates

         4   and lots of things can come in and change the final

         5   results for better or for worse.

         6                  But the expenses are going to be, the

         7   city has to consider spending a billion dollars,

         8   give or take, and maybe more than a billion.

         9                  Because unlike the state -- in the

        10   state legislation, didn't the state put a cap on of

        11   85 million for each stadium?

        12                  MR. HANKOWSKY:  Yes.  And so have

        13   we.

        14                  COUNCILMAN COHEN:  Well, no.

        15                  Suppose your estimates are wrong with

        16   respect to the $95 million to acquire the sites.

        17                  (Councilwoman Blackwell assumed the

        18   Chair.)

        19                  MR. HANKOWSKY:  Oh, yes, that's

        20   right.  We have an exposure on the land.

        21                  COUNCILMAN COHEN:  We have unlimited

        22   exposure on the land.

        23                  If it turned out that we had to pay

        24   double or triple, it would be the city's obligation,

        25   would it not?
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         2                  MR. HANKOWSKY:  That's the one place

         3   the city has a responsibility, that's right.

         4                  COUNCILMAN COHEN:  Right.

         5                  And discounting that obligation, of

         6   maybe finding the costs much higher -- and generally

         7   in our experience with the Convention Center weren't

         8   the costs of site acquisition much beyond the

         9   original projection?

        10                  My understanding is that they were.

        11                  MR. HANKOWSKY:  I honestly,

        12   Councilman, can't remember that particularly.

        13                  But I can tell you that at this point

        14   in our discussions, with the current property

        15   owners, we could bring four of the five properties

        16   in for the numbers that we have budgeted.

        17                  COUNCILMAN COHEN:  Well, we will let

        18   the future determine that.  But assume you are right

        19   on that.

        20                  The actual expenditure is going to be

        21   in the area of $1 billion in public tax money over

        22   the next 30 years, to be offset by revenues that you

        23   project will at least match that and maybe produce a

        24   little surplus; is that right?

        25                  MR. HANKOWSKY:  That's correct.
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         2                  COUNCILMAN COHEN:  I have to tell

         3   you, Madam President, I am going to close with

         4   this:  I just see no justification for asking

         5   Council to do what arguably and I think probably is

         6   an illegal act of delegating our powers, depriving

         7   us of the opportunity to do the oversight necessary,

         8   and acting as if there were a real emergency, when

         9   the emergency exists only in the minds of the team

        10   owners.

        11                  Thank you, Madam President.

        12                  COUNCILWOMAN BLACKWELL:  Thank you,

        13   Councilman Cohen.

        14                         -  -  -

        15

        16

        17

        18

        19

        20

        21

        22

        23
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        25
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         2                      -   -   -

         3              (Relief stenographer, Josephine

         4   Cardillo, takes over stenographic recording of

         5   proceedings.)

         6                      -   -   -.

         7              COUNCILWOMAN BLACKWELL:  Councilman

         8   Rizzo, you're next.

         9              COUNCILMAN RIZZO:  Thank you, Madam

        10   Chair.

        11              Mr. Hankowsky?

        12              MR. HANKOWSKY:  Yes.

        13              COUNCILMAN RIZZO:  Do you need a

        14   minute?

        15              MR. HANKOWSKY:  No, go ahead.

        16              COUNCILMAN RIZZO:  Mr. Hankowsky, going

        17   back to the sports stadium district and the

        18   potential development,  you might not be the

        19   person, but at this point, you're the only one

        20   that I could think of that could answer this

        21   question.

        22              Do you know how many existing liquor

        23   licenses we have presently at Veterans Stadium?

        24   Is it one, is it two, is it three?

        25              MR. HANKOWSKY:  I don't have any idea,
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         2   Councilman.

         3              COUNCILMAN RIZZO:  Could you describe

         4   --

         5              COUNCILWOMAN BLACKWELL:  Councilman

         6   Rizzo, would you hold up a minute.  Our

         7   stenographers are -- need a minute to transfer.

         8                      -   -   -

         9              COUNCILWOMAN BLACKWELL:  Okay,

        10   Councilman Rizzo, we're ready.

        11              COUNCILMAN RIZZO:  Thank you, Madam

        12   Chair.  I'm going to give Mr. Hankowsky -- he's

        13   talking to the counsel.  I'll give him a minute;

        14   maybe he's getting the answer that I need.

        15              MR. HANKOWSKY:  I'm sorry.

        16              COUNCILMAN RIZZO:  Mr. Hankowsky, where

        17   I'm going with this is that you talked about the

        18   potential development at the stadium complex, and

        19   I'm wondering, we would have to apply for a liquor

        20   license for the new ballpark, we would have to

        21   apply for a liquor license for the new football

        22   stadium, and I assume that's almost just a matter

        23   of just applying and it happens.

        24              But what I'm concerned is, once we get

        25   the liquor license for either of the stadiums, are



                                                          82

         1              12/5/00 STADIUM BILLS HEARING

         2   they automatically extended into the four parcels

         3   that you described -- the hotel, the other

         4   entertainment --

         5              MR. HANKOWSKY:  No.

         6              COUNCILMAN RIZZO:  So what you're

         7   telling me -- and I've already had experience with

         8   this, where a liquor license pretty much, when

         9   it's granted, is granted and -- let's say a hotel

        10   gets a liquor license and they have five

        11   restaurants, automatically five restaurants --

        12   from what I understand, I might be wrong.

        13              MR. HANKOWSKY:  Right.

        14              COUNCILMAN RIZZO:  -- are then allowed

        15   to serve alcohol in that facility.

        16              Could you get back with us to let us

        17   know that if any of this development occurs at the

        18   existing First Union complex on those four

        19   parcels, would they have to apply for a liquor

        20   license and the community would have some input

        21   like any application for a liquor license would

        22   have?  Or would they be just automatic?  If five

        23   new locations surfaced, we'd have five new liquor

        24   licenses?  If seven locations surface, would we

        25   have seven liquor establishments?
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         2              What control is there over the

         3   proliferation of liquor being served throughout

         4   the entire stadium district?  Any --

         5              MR. HANKOWSKY:  I am not at all an

         6   expert on how liquor licenses work.  I think the

         7   one thing I can make clear, though, is understand

         8   that if the Phillies get one for their ballpark

         9   and the Eagles get one for their ballpark, neither

        10   of those two parties have any rights to put any

        11   development on these development parcels.

        12              So what I don't know is -- Comcast

        13   SpectaCore, which was kind of your second point of

        14   your question --

        15              COUNCILMAN RIZZO:  Right.

        16              MR. HANKOWSKY:  What will they have to

        17   do to get a license to put in a restaurant or a

        18   hotel?  I don't know and I'll try to find out.

        19              COUNCILMAN RIZZO:  Well, no, it's

        20   really not that -- in all fairness, it isn't

        21   relevant because that's not the issue we're

        22   dealing with.  But my point being is that we're

        23   talking just -- we're just talking about liquor

        24   being served at the Eagles facility within the

        25   stadium.
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         2              MR. HANKOWSKY:  Right.

         3              COUNCILMAN RIZZO:  And we're talking

         4   about liquor being served in the ballpark just

         5   within the ballpark for the Phillies.

         6              MR. HANKOWSKY:  Right.

         7              COUNCILMAN RIZZO:  But the other

         8   development, in all fairness, is possibly going to

         9   be done by Comcast, which I'll find out the answer

        10   to that question, whether there would be

        11   additional liquor licenses scattered throughout

        12   that.

        13              MR. HANKOWSKY:  Yeah, I don't know.

        14              COUNCILMAN RIZZO:  All right.  Again, I

        15   started off by saying that I didn't think that was

        16   a fair one to ask of you.

        17              MR. HANKOWSKY:  That's okay.

        18              COUNCILMAN RIZZO:  Thank you, Madam

        19   Chair.

        20              COUNCILWOMAN BLACKWELL:  You're

        21   welcome.

        22              Councilman Nutter?  I'm sorry,

        23   Councilman, I think Councilman Ortiz was next,

        24   sorry.

        25              COUNCILMAN NUTTER:  Okay.  Is he here?
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         2              MR. HANKOWSKY:  He's not here.

         3              COUNCILWOMAN BLACKWELL:  All righty.

         4   The machine is playing games with us.  Councilman

         5   Nutter and then Councilman Ortiz.

         6              Thank you.

         7              COUNCILMAN NUTTER:  Okay, thank you,

         8   Madam Chair.

         9              Mr. Hankowsky, can you -- one question

        10   just from the other day, and then I do have some

        11   zoning questions and then I have some other

        12   questions.

        13              Can you give us kind of a status update

        14   on the economic opportunity plan with regard to

        15   minority and female and disabled business owners?

        16              MR. HANKOWSKY:  Yeah, I'll try,

        17   Councilman.

        18              Since last week?  -- I believe we're on

        19   a second draft.  I've actually -- you might

        20   understand, there are people working on these

        21   various elements probably literally as we're

        22   meeting here.  I don't know whether they have

        23   concluded that work or whether there's going to be

        24   a third draft, but I think it is anticipated to be

        25   completed literally almost momentarily.  You know,
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         2   it could be today but probably not later than

         3   tomorrow, Councilman.

         4              COUNCILMAN NUTTER:  Okay.  With regard

         5   to the zoning bills, now there was the earlier

         6   discussion about Bill 726, which was requested to

         7   be withdrawn, and then the withdrawal was

         8   withdrawn, and so Bill 726 apparently still

         9   exists, and there is an amendment that was

        10   introduced.  727 --

        11              MR. HANKOWSKY:  Withdrawn.

        12              COUNCILMAN NUTTER:  Withdrawn.  And

        13   what was the original purpose of 727?

        14              MR. HANKOWSKY:  To zone the remaining

        15   -- or a portion of the remaining Navy Hospital

        16   site sports stadium district.

        17              COUNCILMAN NUTTER:  Mm-hmm.  And why do

        18   you not need to do that?

        19              MR. HANKOWSKY:  We're withdrawing it

        20   because the -- there has not been community

        21   agreement to do that.

        22              COUNCILMAN NUTTER:  Mm-hmm, good

        23   reason.

        24              And 728 is the one that came in with

        25   the new --
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         2              MR. HANKOWSKY:  Map.

         3              COUNCILMAN NUTTER:  -- the new proposed

         4   zoning map, which is different from the proposed

         5   zoning map that was in the bill.

         6              MR. HANKOWSKY:  Correct.

         7              COUNCILMAN NUTTER:  Is that correct?

         8   Okay.

         9              And my best reading of this is that you

        10   have expanded the amount of the Food Distribution

        11   Center zoning classification on the new map as

        12   compared to the new map that was in the bill.

        13              MR. HANKOWSKY:  Almost right.  The only

        14   reason I say "almost right," it's actually -- it's

        15   currently Food Center, so we've actually decreased

        16   the amount that we've changed to sports stadium.

        17   It's just the flip side of it.  Same effect.

        18              (Unintelligible, parties talking over

        19   each other.)

        20              COUNCILMAN NUTTER:  -- the new map in

        21   the bill decreased the size of the Food

        22   Distribution Center zoning.

        23              MR. HANKOWSKY:  Right.

        24              COUNCILMAN NUTTER:  And created sports

        25   stadium zoning.  And then the new map --
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         2              MR. HANKOWSKY:  Reduced that.

         3              COUNCILMAN NUTTER:  -- reduced the

         4   size.

         5              MR. HANKOWSKY:  Right, that's what I'm

         6   saying, correct.

         7              COUNCILMAN NUTTER:  Very interesting,

         8   okay, fine.  And that's what's pending before us

         9   now.

        10              MR. HANKOWSKY:  Correct, that's right.

        11              COUNCILMAN NUTTER:  Tell me a little

        12   bit about this -- all of this -- there's been all

        13   of this discussion about the North Lot.  I was

        14   originally under the impression that the major

        15   selling point of the siting issue was that the

        16   original stadium concept from a long time ago had

        17   a ballfield on the North Lot and it was X-number

        18   of feet away from the nearest house, and people

        19   weren't too thrilled about that.  And then we went

        20   to -- the Phillies stadium is going to be on the

        21   Jetro site?

        22              MR. HANKOWSKY:  Correct.

        23              COUNCILMAN NUTTER:  The Phillies

        24   stadium on the Jetro site some 1400, 1200 -- I

        25   think 1250 feet away from the nearest house.
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         2              MR. HANKOWSKY:  Mm-hmm.

         3              COUNCILMAN NUTTER:  And that was viewed

         4   as spectacular.

         5              MR. HANKOWSKY:  Correct.  By some.

         6              COUNCILMAN NUTTER:  By some.  Now,

         7   there is active, live discussion about the

         8   prospect of development activity on the North

         9   Lot?

        10              MR. HANKOWSKY:  There is no ongoing

        11   active, live discussion; there has been some

        12   discussion.  It has been raised as a possibility.

        13   It has raised concerns to the South Philadelphia

        14   community that such a development might occur

        15   without their knowledge, comment -- you know,

        16   having a period of comment or review.

        17              We believe that the legislation we

        18   submitted did not give us the right to do that,

        19   but there has been some confusion as to whether

        20   that's clear enough, as I indicated, I think,

        21   earlier this afternoon, because it's -- as you

        22   know, when you read legal documents, you can kind

        23   of get lost sometimes.

        24              It's -- I don't believe it's there

        25   because we weren't granted it, but people have



                                                          90

         1              12/5/00 STADIUM BILLS HEARING

         2   asked that there be an affirmative statement and

         3   we don't have it, so that it's not an omission,

         4   it's actually -- aggressively says, You can't go

         5   do this without coming to City Council, in order

         6   to provide a review process mechanism.

         7              And we're totally prepared to do that

         8   'cause we believe that we were doing that anyhow,

         9   so we -- if it needs to be over clear and very

        10   precise, we will do that.

        11              COUNCILMAN NUTTER:  Okay.  What are the

        12   present development rights that anybody has down

        13   in that what will now always generally be called

        14   "the sports complex area"?

        15              MR. HANKOWSKY:  Right.  These are the

        16   are rights that I enumerated for Councilman Rizzo

        17   a few -- a while back this afternoon.  The only

        18   party that has development rights right now is

        19   Comcast SpectaCore -- they were granted to

        20   SpectaCore and, obviously, inure to the successor

        21   acquirer, that deal with four secret parcels that

        22   are defined with actually maps with metes and

        23   bounds descriptions and allow for, again, a

        24   certain listing of things they can do on those

        25   parcels by use and by size and provide
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         2   requirements to replace parking if it's displaced

         3   et cetera, that we're granted for a 20-year

         4   period, I believe, beginning in 1992, so I guess

         5   there's about 12 years left.

         6              COUNCILMAN NUTTER:  Okay.  Now, tell me

         7   a little bit about what are the present revenues

         8   to the City and costs to the City, let's say, over

         9   the past eight or nine years with regard to

        10   Veterans Stadium?  Is there a document admidst any

        11   of the massive materials that we've received that

        12   lay out what the present situation is?

        13              MR. HANKOWSKY:  I believe there was a

        14   -- it's not in the material, Councilman, that is

        15   of recent vintage.  Meaning, you know, there was

        16   the briefing books and the package that was sent.

        17   There was, I believe, a transmittal, actually

        18   November 5th of 1999, that was provided to Council

        19   technical staff by the then-Chief of Staff that

        20   laid out attendance, I think, over the last ten

        21   years, laid out the annual revenues, the annual

        22   obligations expense over the last ten years.

        23              COUNCILMAN NUTTER:  It was operating

        24   and capital or just operating?

        25              MR. HANKOWSKY:  Did not have a capital
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         2   table, Councilman.

         3              COUNCILMAN NUTTER:  Okay.

         4              MR. HANKOWSKY:  And then I believe --

         5   and I -- and then I may have something that does

         6   the latter.

         7              I have -- and I'm not sure it's been

         8   shared with Council technical staff -- I mean, I

         9   happen to collect all that.  Whenever I see a

        10   table, I take one.  So I have a table that's the

        11   outstanding debt service on Vets Stadium, I think,

        12   from the Budget Office that I could provide to the

        13   Council President, if that would be available.

        14              COUNCILMAN NUTTER:  Okay.

        15              MR. HANKOWSKY:  And also lists, I

        16   guess, what we've done over the last ten years of

        17   annual capital budget expenditures.

        18              COUNCILMAN NUTTER:  Mm-hmm.

        19              MR. HANKOWSKY:  For the facility.

        20              COUNCILMAN NUTTER:  The reason I ask

        21   that is because -- I mean, it seems to me that at

        22   the end of the day, you do have to try to figure

        23   out the financials of this whole proposal and some

        24   level of comparison between what the current

        25   situation is matched up side by side to some
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         2   extent with what the projections are --

         3              MR. HANKOWSKY:  Right.

         4              COUNCILMAN NUTTER:  -- for the future.

         5              MR. HANKOWSKY:  Right.  Which we

         6   attempted to do in Table 10, I think, of the

         7   briefing book.  Is it 10 of the briefing book?

         8              COUNCILMAN NUTTER:  Is that the

         9   briefing book where all the table numbers are

        10   punched through with the three-hole punch?

        11              MR. HANKOWSKY:  Did you get one of

        12   those versions --

        13              COUNCILMAN NUTTER:  Yeah.

        14              MR. HANKOWSKY:  -- where we did the

        15   chads?

        16              COUNCILMAN NUTTER:  Yeah, I got it,

        17   yeah.

        18              MR. HANKOWSKY:  Okay, you got a chad

        19   version, right.

        20              COUNCILMAN NUTTER:  Right, I got that.

        21              MR. HANKOWSKY:  We tried to correct

        22   that in a later version.

        23              COUNCILMAN NUTTER:  That's why I can't

        24   figure out where anything is but --

        25              MR. HANKOWSKY:  Right.  Where -- what
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         2   we did was, we took the ten-year -- I think it's

         3   the ten-year historic average of Vets Stadium

         4   revenues and Vets Stadium expenses and ran them up

         5   with the current five-year plan inflation rate of

         6   2.5 percent.  But I could supply, if you're

         7   interested, the backup tables that you get those

         8   ten-year averages.

         9              COUNCILMAN NUTTER:  Right.  And this is

        10   where you ran tables from 2000 to 2010?

        11              MR. HANKOWSKY:  Yes.

        12              COUNCILMAN NUTTER:  Phillies, Eagles,

        13   gross revenue, sky box revenue, and all of that?

        14              MR. HANKOWSKY:  Yes.

        15              COUNCILMAN NUTTER:  Okay.  Now, tell me

        16   a little bit about the Arthur Anderson report, and

        17   what is it and what is it not?

        18              MR. HANKOWSKY:  What is it and what is

        19   it not?

        20              We asked Arthur Anderson -- we engaged

        21   Arthur Anderson to take a look at the future

        22   projected tax revenues that would get developed

        23   from what is called "in-stadium activity," you

        24   know, buying the ticket, parking the car, buying

        25   the soda, buying the hat, and to do that, I think,
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         2   basically with two sets of data inputs.  One is

         3   their knowledge of the industry and experience;

         4   and the second being information the teams

         5   provided about, for example, what do the teams

         6   think they're going to price the seats at, so --

         7   in order to compute a gross receipts tax.  There

         8   were certain pricing decisions that the teams

         9   make.  And so what they did was to do that

        10   analysis of those prospective tax revenue streams

        11   and provide that to us.

        12              It is not an econometric analysis of

        13   the transaction, meaning it is not an attempt to

        14   look at, you know, multipliers and all of that.

        15   It is not what is generally called "a financing

        16   report."  And what I mean by that is, you know, if

        17   it's not exactly the kind of document the teams

        18   would use to borrow their money in terms of -- you

        19   know, they'll have to do proformas and all of

        20   that.

        21              It's a tax revenue projection for the

        22   City.  I think that's what it is and what it

        23   isn't.

        24              COUNCILMAN NUTTER:  Well, the kind of

        25   document that you talked about that the teams
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         2   would use to borrow money, is that the kind of

         3   document that either has more detail or has more

         4   substantive weight to it or has more detail?

         5              MR. HANKOWSKY:  Well --

         6              COUNCILMAN NUTTER:  I mean, what's the

         7   difference between the two?

         8              MR. HANKOWSKY:  A couple things.  I

         9   think one is, you know, we list -- or the Arthur

        10   Anderson report lists, the various assumptions

        11   used to make their calculations, so it takes a

        12   little while to plow through it, but you can

        13   ascertain, you know, attendance projections that

        14   are called "per-cap spending projections," etc.

        15              The teams', I'll the term "proforma

        16   analysis" that they would perhaps share with a

        17   lender is confidential information; we don't have

        18   it.  And, you know, it is much -- it is a

        19   analysis, that -- you know it's just a different

        20   analysis.  It's an analysis that a lender makes to

        21   a borrower, which is just a different kind of an

        22   analysis.  It's not better or worse; it probably

        23   has the same kind of, you know, assumptions and

        24   level of detail.

        25              COUNCILMAN NUTTER:  What does it mean
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         2   when the Arthur Anderson report, the cover sheet,

         3   says that procedures do not constitute an audit or

         4   examination in accordance with professional

         5   standards and had Anderson been engaged to perform

         6   additional procedures on audit or examination.  In

         7   accordance with professional standard, matters

         8   might have come to Anderson's attention that would

         9   have been record.

        10              What does that mean?

        11              MR. HANKOWSKY:  Well, I could -- I -- I

        12   don't have Arthur Anderson here 'cause I didn't

        13   realize we'd be getting into this, but I could

        14   have them provide you with some clarification.

        15              But I think what means is, when you're

        16   an accounting firm, a CPA firm -- and I don't

        17   know, Councilman, whether you've read accountants'

        18   letters on front of reports, but there's very

        19   proscribed words they use, depending on what the

        20   report is.  So sometimes you hear of a, you know,

        21   review of the financials versus an audit of the

        22   financials.

        23              So what they're saying, I think, as a

        24   professional practice matter is, This isn't an

        25   audit; we didn't go in and, you know, look at all
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         2   of the City's revenue collections for the last

         3   five years and actually audit them and say, you

         4   know, when the Finance Department tells us that,

         5   you know, we get X from liquor-by-the-drink today,

         6   we didn't go in and audit that.  We took the data

         7   that we were provided and went with it.

         8              So it's, I think, basically a

         9   clarification from their professional standards

        10   that -- that that's not what they did.

        11              COUNCILMAN NUTTER:  Okay.

        12              MR. HANKOWSKY:  And, you know, and if

        13   they had gone in and found that the Revenue

        14   Department doesn't collect revenue correctly, I

        15   guess that would have been something that would

        16   have altered their calculations.

        17              COUNCILMAN NUTTER:  Right.  Now,

        18   attached to your testimony from that long-ago day,

        19   I think last week, are a series of charts; one of

        20   them is Table 2.  It is not punched through.

        21   General fund revenues from two new stadiums.  And

        22   then it has a number 1 next to it, I guess a

        23   footnote.

        24              MR. HANKOWSKY:  Right.

        25              COUNCILMAN NUTTER:  In the annual
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         2   General Fund Impact Column, far right, second from

         3   the right.

         4              MR. HANKOWSKY:  Yes.

         5              COUNCILMAN NUTTER:  In Calendar Year

         6   2000, this number is $16,814,000?

         7              MR. HANKOWSKY:  Yes.

         8              COUNCILMAN NUTTER:  Based on adding

         9   numbers 2 through 6?

        10              MR. HANKOWSKY:  2 through -- well, 2

        11   through 6, that's right, yes.

        12              COUNCILMAN NUTTER:  Okay.  And then it

        13   goes up next year to $28 million.

        14              MR. HANKOWSKY:  Right.

        15              COUNCILMAN NUTTER:  Why is that?

        16              MR. HANKOWSKY:  Why is that?

        17              COUNCILMAN NUTTER:  Mm-hmm.

        18              MR. HANKOWSKY:  If you look under

        19   Construction Taxes Column 3, you'll see a

        20   $7 million increase, which would take you to

        21   23 million.  And you see that the rental car tax,

        22   which was only enacted by this Council as of July

        23   1st of this calendar year, goes on an annualized

        24   basis of 4-8, so you pick up 2.5 million.

        25              COUNCILMAN NUTTER:  Right.
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         2              MR. HANKOWSKY:  And I think what we do

         3   in Column 2 is -- this assumes that the -- this is

         4   -- I actually need to --

         5              (Mr. Hankowsky consults with colleague

         6   off record.)

         7              MR. HANKOWSKY:  It assumes that the

         8   suite flip has happened.  I think that's right.

         9              So those three things happening.

        10   You've begun construction, you have a full year of

        11   rental car tax revenues, and there's a slightly

        12   different economics at the Vet.

        13              COUNCILMAN NUTTER:  And then in 2002,

        14   it drops to $12 million.  Why is that?

        15              MR. HANKOWSKY:  That's because you

        16   begin to actually issue the debt the 304 million

        17   in debt and begin to pay debt service.

        18              So you have the $27 million subtraction

        19   out of Column 8.

        20              COUNCILMAN NUTTER:  Mm-hmm, okay.  And

        21   then it actually goes negative the next year?

        22              MR. HANKOWSKY:  Yeah, because you've

        23   got one stadium opened -- that's sort of this --

        24   it's the transition year.  You've opened the one,

        25   not the other, you've still got the Vet, you're
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         2   paying the debt service.  So you don't have the

         3   full impact of both stadiums open and you don't

         4   have full revenue at the Vet because you've lost

         5   one tenant.

         6              COUNCILMAN NUTTER:  All right.  So

         7   that's just a pure $3 million cost to the City's

         8   general fund.

         9              MR. HANKOWSKY:  No, but you've -- but

        10   you've -- the general fund has earned $58 million

        11   in the three prior years, so that one has an

        12   annual impact.  The cumulative impact is positive

        13   to the general fund.

        14              COUNCILMAN NUTTER:  Now, the numbers

        15   all of the numbers that we have, seem to revolve

        16   around the City's benefit:  wage taxes, stadium

        17   tax revenues, baseball stadium revenues, vehicle

        18   rental tax revenues.

        19              MR. HANKOWSKY:  Right.

        20              COUNCILMAN NUTTER:  What are the

        21   numbers that are created, or where's the chart

        22   that shows what numbers the tax revenues emanate

        23   from?  I mean, what gets you these figures?  There

        24   must be projections --

        25              MR. HANKOWSKY:  Yeah.  The --
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         2              COUNCILMAN NUTTER:  -- of revenues.

         3              MR. HANKOWSKY:  Right, right.

         4              COUNCILMAN NUTTER:  That result in a

         5   certain level of tax revenue to the City.

         6              MR. HANKOWSKY:  Right.  That is

         7   basically contained in the Arthur Anderson report.

         8   The way it's contained there, it may not do all of

         9   the multiplication exactly the way you're asking

        10   the question, Councilman but -- so, for example,

        11   it will say, We think the attendance in Year 1 is

        12   2.9 million, which is less than the Phillies think

        13   it's going to be, and we think that the average

        14   ticket price at that point is -- I'm not sure what

        15   it is, but $26 or something.  If you did the

        16   calculation, which they obviously do to compute

        17   the amusement tax, so they do the gross to do the

        18   5 percent, that would be the ticket revenues

        19   available to the team.

        20              And so there's a whole series of those

        21   kind of calculations that yield, for example,

        22   gross concession revenue that then we will -- you

        23   know, we'll do our 1 percent, the State will do

        24   their 6, or we'll -- you know, we also do it by

        25   liquor to do our 10.  So there are a series of
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         2   revenues that are calculated upon which then the

         3   tax assumptions are created.

         4              COUNCILMAN NUTTER:  Well, does any of

         5   that provide for, again, a year-by-year comparison

         6   between revenues and costs to the City under the

         7   current situation, revenues and costs to the teams

         8   in the current situation, and then both of those

         9   elements projected forward?  I mean --

        10              MR. HANKOWSKY:  No, no.  We don't do

        11   that -- we don't -- what we don't do is -- you

        12   could calculate and you could do it year to year

        13   on the Arthur Anderson report.  You could

        14   calculate the gross revenues that the teams will

        15   get from the stadium per year.  What you don't

        16   then have is the -- is to take that -- you'd have

        17   to drop that into, I think, actually into a

        18   proforma for the stadium and for the team.

        19              COUNCILMAN NUTTER:  Mm-hmm.

        20              MR. HANKOWSKY:  Because really, you get

        21   to a point where you can't -- you cannot

        22   disaggregate them, because what happens is, the

        23   team will get these revenues, the team will, let's

        24   say, let's pick the Phillies, of 174 million,

        25   let's say they borrow it and put it in the
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         2   building so you're going to have a new debt

         3   service in their, a debt service column.

         4              And I think the other day when you had

         5   the teams up here, there was some Q-and-A that

         6   sort of dealt with what they thought their

         7   revenues and expenses were.

         8              COUNCILMAN NUTTER:  Limited as it may

         9   be.

        10              MR. HANKOWSKY:  Limited as it may be.

        11   Because, for example, with baseball, you end up

        12   with this very -- well, you end up with this

        13   baseball thing, which is, they have a revenue-

        14   sharing system where the rich teams are taxed and

        15   the poor teams get money, and the Phillies would

        16   actually turn from being a poor team, get money,

        17   to a, quote, profitable team and pay money, so

        18   there's actually a huge financial spread on a

        19   balance sheet --

        20              COUNCILMAN NUTTER:  Right.

        21              MR. HANKOWSKY:  -- on a proforma.  The

        22   effect of that is it's just not stopping one; it's

        23   actually creating the --

        24              COUNCILMAN NUTTER:  Right.

        25              MR. HANKOWSKY:  -- it's doubling the
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         2   impact.

         3              So you have to go through that and then

         4   you have to also look at players' salaries, which

         5   we do, because we compute wage taxes, and the

         6   players' salaries become a new, obviously, expense

         7   to the team, to figure out exactly where's the

         8   team.  And we don't have that kind of an analysis

         9   done on a year-to-year basis.

        10              COUNCILMAN NUTTER:  Well, then I guess

        11   my request, if you can forward it to the Chair, is

        12   -- I mean, as -- at least as has been presented

        13   that this is a good deal for the City and you've

        14   shown all of the City numbers and the revenues and

        15   the 30 years from now or the 33 years from now,

        16   the $159 million benefit to the City, and everyone

        17   talks about how great a deal it is for the City,

        18   I'd like to see the same kind of information as it

        19   relates to the teams, because I can't -- I can't

        20   really evaluate in a vacuum how good something is

        21   for me or for us if I don't have a sense of what's

        22   going on on the other side with what everybody

        23   else is doing and how they're benefitting.

        24              I mean, it's all relative as compared

        25   to what?  I have no comparison.
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         2              MR. HANKOWSKY:  Okay.

         3              COUNCILMAN NUTTER:  I don't know how

         4   something good is for me until I have a little

         5   better sense of how good it is for them.

         6              MR. HANKOWSKY:  Okay.  I'm not sure how

         7   far I can take that, but I'll try to be responsive

         8   and put something together, 'cause I don't have

         9   their financial information, so I can't totally do

        10   a proforma for these teams.

        11              COUNCILMAN NUTTER:  But there is

        12   apparently information that exists that allows for

        13   not only the calculation of tax revenues to the

        14   City --

        15              MR. HANKOWSKY:  Yeah.

        16              COUNCILMAN NUTTER:  -- but also a

        17   belief, if not a mantra, that it is a good deal

        18   for us.  You can only have tax calculations based

        19   on revenues generated --

        20              MR. HANKOWSKY:  I have that.

        21              COUNCILMAN NUTTER:  -- and tax rates

        22   apply --

        23              MR. HANKOWSKY:  No, I can do all that,

        24   I can do all that.  What I'm not easily able to

        25   do, which I thought was your question, is the next
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         2   step, which is to also analyze the expenses for

         3   the team.

         4              COUNCILMAN NUTTER:  Right.

         5              MR. HANKOWSKY:  And their other kind of

         6   revenue.  They get other kind of revenue.

         7              COUNCILMAN NUTTER:  Right, I

         8   understand.

         9              MR. HANKOWSKY:  They just don't get

        10   stadium revenue; they get TV advertising and

        11   revenue-sharing and all of this stuff.

        12              COUNCILMAN NUTTER:  Right, I understand

        13   that.

        14              MR. HANKOWSKY:  I mean, I've learned

        15   enough in this several-year process that this is a

        16   fairly -- that the economics of this business are

        17   somewhat complicated to get your arms around.

        18              COUNCILMAN NUTTER:  Right.

        19              MR. HANKOWSKY:  So I'm not -- what I'm

        20   not sure I can give you -- 'cause I don't want to

        21   say I'll get you something and then not be

        22   responsive -- is a full team proforma.  But I can

        23   give you the revenues, I can give you a sense of

        24   those look like, 'cause you're right, those are

        25   implicit in the Arthur Anderson analysis.
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         2              COUNCILMAN NUTTER:  Well, I mean as --

         3   I'm sure you've figured out, you know

         4   automatically that I naturally want to go to the

         5   next level.

         6              MR. HANKOWSKY:  Right.

         7              COUNCILMAN NUTTER:  Okay.  Let's talk

         8   about the projections and the upside and the

         9   downside for the City.  And all of the revenues to

        10   the City, I'm assuming, are primarily a function

        11   of the various prices of things and attendance.

        12   Are those two of the critical factors here?

        13              MR. HANKOWSKY:  That's correct.  The

        14   third probably, just to have 'em, is players'

        15   salaries, is a huge number.

        16              COUNCILMAN NUTTER:  Right.  Well, we

        17   know from the other day that one of the issues

        18   that drives players' salaries, having nothing to

        19   do with us and it's kind of larger national issues

        20   and contracts with the TV folks, is that

        21   63 percent of the TV revenue has to be spent on

        22   players' salaries, and we have no impact on that

        23   whatsoever.

        24              MR. HANKOWSKY:  Right.

        25              COUNCILMAN NUTTER:  So whatever the
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         2   deal is with Fox, TNT, Channel 6, Channel 3,

         3   whoever the players are, that part is going to

         4   happy anyway.  You're obviously are able to cut

         5   better deals, I'm assuming, both by the team and

         6   by the league to the extent that you have, what is

         7   it, 28 teams mow?

         8              MR. HANKOWSKY:  32, isn't it?

         9              COUNCILMAN NUTTER:  32?

        10              MR. HANKOWSKY:  I think.

        11              COUNCILMAN NUTTER:  It's hard to keep

        12   track.

        13              MR. HANKOWSKY:  Yeah, I agree.

        14              COUNCILMAN NUTTER:  Somewhere in the

        15   course of the next two or three years, virtually

        16   every new team will be in a relatively new

        17   stadium?

        18              MR. HANKOWSKY:  Are we in football?

        19              COUNCILMAN NUTTER:  Football.

        20              MR. HANKOWSKY:  Yeah.  Yeah, I think

        21   that was the chart.

        22              COUNCILMAN NUTTER:  Right.

        23              MR. HANKOWSKY:  Either new or

        24   significantly renovated, right.

        25              COUNCILMAN NUTTER:  Which I assume at
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         2   the end of the day helps to drive TV contracts and

         3   all of that activity.

         4              MR. HANKOWSKY:  Yeah, I, I -- you know,

         5   TV contracts are driven by fan interest.

         6              COUNCILMAN NUTTER:  Right.

         7              MR. HANKOWSKY:  Which drives

         8   advertising, which drives et cetera, et cetera,

         9   right.

        10              MR. HANKOWSKY:  New stadiums, then we

        11   have more fans.  It's nice if you have a winning

        12   record, but you're going to get a little bit of a

        13   bump in fan activity --

        14              MR. HANKOWSKY:  That's right.

        15              COUNCILMAN NUTTER:  -- just because you

        16   have a new Vet.

        17              MR. HANKOWSKY:  That's right. That's

        18   been the experience.

        19              COUNCILMAN NUTTER:  Okay.  What is our

        20   responsibility, or what is our level of exposure,

        21   if the projections don't go the way they've been

        22   laid out or if attendance is off or the teams

        23   aren't doing that well?

        24              MR. HANKOWSKY:  Well --

        25              COUNCILMAN NUTTER:  I mean, what
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         2   happens?

         3              MR. HANKOWSKY:  Well, I think there are

         4   multiple -- well, there's a very simple answer,

         5   let me give you the very simple answer.  The

         6   exposure is the City will have borrowed the money,

         7   there will be a owed debt service, the City will

         8   have entered into a --

         9              COUNCILMAN NUTTER:  There will be

        10   what?

        11              MR. HANKOWSKY:  An owed debt service.

        12              COUNCILMAN NUTTER:  Owed.

        13              MR. HANKOWSKY:  The City will have

        14   entered into a operation and maintenance schedule

        15   with the Eagles, and the City will have an

        16   obligation to make certain payments.  So those

        17   payments will be due and payable.

        18              What you have is obviously a fairly, as

        19   you can tell by, say, Table 3 or 4, when you see

        20   all of the tax streams, you have a fairly -- you

        21   have number of things happening.  So you could

        22   have Phillies attendance, which they believe is

        23   going to be like 3.3 million, we think it starts

        24   at 2 -- they think it starts there and settles at

        25   2.9, we start them at 2.9 and settle them at 2.5,
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         2   2.5 million.

         3              But suppose we're wrong and it's even

         4   less than that?

         5              COUNCILMAN NUTTER:  Mm-hmm.

         6              MR. HANKOWSKY:   Well, that could

         7   produce -- that drive down our tax revenue

         8   numbers.  We might have also been wrong on pricing

         9   and maybe pricing's higher, so you could have

        10   offsetting conditions in any year --

        11              COUNCILMAN NUTTER:  Mm-hmm.

        12              MR. HANKOWSKY:  -- that would impact

        13   where do you end up.  I mean, the worst-case

        14   scenario is some type of calamity, you know, a

        15   strike, there's a fire in the building and they

        16   just can't play for a year.  I mean, you know,

        17   things -- you know, so you could have, you know, a

        18   kind of turnoff of the stream.  But that's

        19   exposure.

        20              We also think, though, that there are

        21   potential upsides.  As I said, the attendance

        22   could be greater than we thought.  The -- we've

        23   been, I'll use the term, "conservative" or

        24   "reasonable" in the growth assumptions.  You

        25   know, we use -- you know, in terms of the revenues
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         2   et cetera.  If things go better than that -- a

         3   good example of that is the rental car tax, where

         4   we've had growth assumption -- growth rates in

         5   actuality greater than we're projecting.

         6              So you can also have situations where

         7   you have, quote, good years and bad years.  We do

         8   better in our numbers in some and worse in others.

         9              COUNCILMAN NUTTER:  Right.

        10              MR. HANKOWSKY:  We don't count any

        11   out-of-stadium spending, you know, which could be

        12   significant.  I'm talking about direct, I'm not

        13   multiplier.  But the worst-case scenario is we

        14   pay.

        15              COUNCILMAN NUTTER:  What is your

        16   analysis, and I would actually like to get

        17   something in writing either from yourself or -- I

        18   know Mr. Dubow was here earlier, I don't know if

        19   he had to leave -- or some combination of the two

        20   of you.

        21              What is your response to the PENNPIRG

        22   document from the other day or the PICA Director

        23   document or at least somewhat publicly expressed

        24   concerns by the City Controller as it relates to

        25   these projects?
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         2              MR. HANKOWSKY:  Actually, I don't have

         3   an immediate response to the PIRG document.

         4              On the PICA document, I'd be pleased to

         5   provide Council with a letter that we're actually

         6   sending to PICA, which responds to that report.  I

         7   think there are some, I'll use the term,

         8   "mistakes" in the simple analysis aspect that

         9   they went through, which were kind of walked

        10   through.

        11              But there's probably -- the most

        12   fundamental issue is, which I think is just a --

        13   I'm trying to be -- think of the right phraseology

        14   here.  There's a question of really whether this

        15   is the right analysis approach, is they,

        16   quote/unquote, charge the new transaction, two new

        17   stadium transactions, with the cost of preserving

        18   the current tax revenue stream we get, your very

        19   initial question, from the Vet.  Not just through

        20   2011 but through the entire length of the

        21   transaction.

        22              I mean, I could say the words, which

        23   are, Well, we were getting it -- if we have to

        24   make them general fund whole before we start using

        25   new money in this deal, I said -- I mean that's
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         2   kind of an interesting -- I'd love to be able to

         3   do that.  But you don't have it.  If you don't do

         4   these, one of two things happens:  The teams don't

         5   play at the Vet and they're gone; or you do some

         6   other significant public investment transaction to

         7   build new stadiums and it has an expense to it.

         8              COUNCILMAN NUTTER:  Right.

         9              MR. HANKOWSKY:  So I think there's a --

        10   and once you multiply those numbers for -- 'cause

        11   it's 333 minus 10.  For 23 years, it has a pretty

        12   significant negative impact to the transaction.  I

        13   mean, I would rather say this transaction

        14   preserves all of that money, plus makes more, and

        15   could pay for itself.

        16              So it's a very -- 'cause if you look at

        17   the PICA report, there was no analysis of a world

        18   without new stadiums, what will that expense be.

        19   So I just think that there's just a kind of a

        20   philosophical issue about how you approach the

        21   analysis, which is what are you comparing?  And I

        22   think what you compare are the two future worlds.

        23   They compare only one of those worlds against the

        24   history, but the history isn't going to repeat

        25   itself into the future, no matter what you do,
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         2   build them or don't build them, it's going to be

         3   different.

         4              COUNCILMAN NUTTER:  Have you done any

         5   analysis of the projection that indicates what a

         6   break-even point is in terms of how much slide can

         7   you have in the projections before there begins a

         8   period of fiscal threat or fiscal damage to the

         9   City?

        10              MR. HANKOWSKY:  Yeah, let me give one

        11   response, which is what the -- I'll speak on

        12   behalf of Mr. Dubow in his absence.  In the

        13   five-year plan analysis that was done by the

        14   Finance Department, what they did was, they did do

        15   a little bit of what you said, Councilman.  They

        16   took a cut at what we did, at what Arthur Anderson

        17   did, let me put it that way.

        18              So they took 90 percent of Arthur

        19   Anderson numbers for the Eagles, 80 percent for

        20   the Phillies, 50 percent for other events in the

        21   football stadium, and said if that world happened,

        22   that the negative impact on the five-year plan was

        23   5.8 million, which is, I think, the table that was

        24   distributed a couple of days ago.  So there was an

        25   attempt to do that, that sensitivity analysis.
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         2              COUNCILMAN NUTTER:  Has there ever been

         3   any discussion about any type of back stop or

         4   guarantee against losses for the City by way of

         5   the teams such that if things go to a certain

         6   point, the City will have some protection?

         7              MR. HANKOWSKY:  We were not able to

         8   obtain that in the course of our negotiations.  I

         9   think I said that the other day when that question

        10   was raised.  So we --

        11              COUNCILMAN NUTTER:  Does that answer

        12   mean that you are actively working on that?

        13              MR. HANKOWSKY:  We had a discussion --

        14   it was one idea we had at one point; I don't want

        15   to say it was -- I mean, we had many ideas about

        16   many things.

        17              COUNCILMAN NUTTER:  Right.

        18              MR. HANKOWSKY:  But it was not

        19   something that we ended up getting.

        20              COUNCILMAN NUTTER:  Because it was

        21   declined by the teams?

        22              MR. HANKOWSKY:  Yeah.  And there's --

        23   we just didn't get there.  I don't want t sort of

        24   -- I think it's inappropriate to go through them.

        25              COUNCILMAN NUTTER:  I understand.
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         2              MR. HANKOWSKY:   It's difficult enough

         3   in a vacuum to deal with a single issue in what

         4   was a massively, as you know, on-and-off

         5   negotiation.

         6              COUNCILMAN NUTTER:  Right.  Okay.  We

         7   will have -- I'm sure we'll have some further

         8   discussion about that.

         9              Thank you very much.

        10              MR. HANKOWSKY:  Thank you.

        11              COUNCILWOMAN BLACKWELL:  Just on the

        12   news this morning, there was a prediction that the

        13   economy's going to slow down over the next three

        14   years, so we assume that means that interest rates

        15   can increase, disposable income used on

        16   entertainment will decrease, and unemployment will

        17   increase.

        18              And I was thinking about our

        19   discussions in the debt service.  Debt service as

        20   a percentage of the general fund in a real

        21   analysis steadily increased since 1998.  What is

        22   the current percentage of the general fund that

        23   we're paying for debt service?  And how much will

        24   that percentage increase given our current

        25   commitment to PGW, the School District, and the
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         2   blight initiative?

         3              And given the predicted slowdown in the

         4   economy over the next two to three years, as

         5   predicted, by increasing interest rates, what is

         6   our capacity to manage debt service on these

         7   current commitments plus that of the stadiums if

         8   projected revenues fall short?

         9              MR. HANKOWSKY:  Councilwoman, I cannot

        10   myself answer the question about the City's

        11   current debt service, but we can get the Finance

        12   Department to get you that.

        13              COUNCILWOMAN BLACKWELL:  Okay.

        14              MR. HANKOWSKY:  In terms of the

        15   prospective of a downturn in the economy over the

        16   next three years, I don't think the timing could

        17   be better.  There's no better time to have the

        18   recession than during the construction period for

        19   the new stadiums, when we would still enjoy the

        20   benefit, which is the only benefit we're taking

        21   credit for, of the taxes from the construction

        22   activity, be coming out of the recession at the

        23   time that the stadium's opening, and that's when

        24   we need economy to be prosperous for people to

        25   attend the event.
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         2              COUNCILWOMAN BLACKWELL:  Do you think

         3   that we're establishing a precedent through

         4   funding capital projects through debt financing?

         5   And if so, what are the advantages and

         6   disadvantages?  How do you view that?

         7              MR. HANKOWSKY:  Again, I think that's

         8   perhaps a question for the Finance Director or the

         9   City's Budget Director.  I'm happy to give it a

        10   thought, but I think it would probably be most

        11   appropriate, since it's a fiscal issue, that that

        12   be dealt with by the appropriate City fiscal

        13   representatives.

        14              COUNCILWOMAN BLACKWELL:  Thank you.

        15              Councilman DiCicco?

        16              COUNCILMAN DICICCO:  Thank you, Madam

        17   Chair.

        18              You okay, you need a break?

        19              MR. HANKOWSKY:  I need a break, just

        20   for like two minutes.

        21              COUNCILMAN DICICCO:  Okay, Madam

        22   Chair?

        23              MR. HANKOWSKY:  Could I get a

        24   two-minute break?

        25              COUNCILWOMAN BLACKWELL:  Absolutely.



                                                          121

         1              12/5/00 STADIUM BILLS HEARING

         2   Okay, we'll break for five minutes.

         3              MR. HANKOWSKY:   Oh, five.  Thank you.

         4              (Break taken.)

         5              - - -

         6              (Proceedings resume.).

         7              COUNCILWOMAN BLACKWELL:  Thank you,

         8   everyone.  All right, we will continue.

         9              Councilman DiCicco?

        10              COUNCILMAN DICICCO:  Thank you, Madam

        11   Chair.

        12              I just want to go back, if I can, to a

        13   question on the parking surcharge.

        14              MR. HANKOWSKY:  Okay.

        15              COUNCILMAN DICICCO:  Surtax, surcharge.

        16              MR. HANKOWSKY:  Surcharge.

        17              COUNCILMAN DICICCO:  And I think that

        18   when you were responding to my earlier question,

        19   you indicated that there was some arrangement that

        20   was made with the teams basically on the front

        21   end, that they would put more -- they would

        22   increase the contribution to the development of

        23   the stadium, kind of like in lieu of -- and

        24   correct me again if I'm wrong again in the terms

        25   I'm using -- in lieu of the surcharge.  Am I
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         2   correct so far?

         3              MR. HANKOWSKY:  Yes.

         4              COUNCILMAN DICICCO:  I'm trying to do

         5   it in the simplest terms I can.

         6              MR. HANKOWSKY:  Okay.

         7              COUNCILMAN DICICCO:  When we look at

         8   the old plan versus the new plan, and there was

         9   consideration for that surcharge as one of the

        10   City's sources of revenue to the project.

        11              MR. HANKOWSKY:  Right.

        12              COUNCILMAN DICICCO:  What was the value

        13   of the surcharge as it related to that plan, the

        14   cumulative value?  Do you have a ballpark -- no

        15   pun intended -- a ballpark figure?

        16              MR. HANKOWSKY:  I could get it for

        17   you.  I just don't have it in my head.

        18              COUNCILMAN DICICCO:  Okay, and if you

        19   can supply the chart, I'd appreciate that.

        20              MR. HANKOWSKY:  Yeah.

        21              COUNCILMAN DICICCO:  But I guess what

        22   I'm trying to get at is if you took that number,

        23   whatever it is, how does that compare to what the

        24   differential is or the -- how does that compare to

        25   the value of what the team's contribution is?  Was
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         2   it -- I'll just use raw numbers.  The surcharge

         3   would bring in $10 million over 10 years.  Did the

         4   teams put the $10 million in to offset that?

         5              MR. HANKOWSKY:  Oh, I see, I see.

         6              COUNCILMAN DICICCO:  Do you know where

         7   I'm going with that?

         8              MR. HANKOWSKY:  Yeah.  I can try to

         9   show you that.

        10              COUNCILMAN DICICCO:  Yeah, because, I

        11   guess, my concern is that when we made those

        12   projections based on the original stadium plan, we

        13   were probably looking at what the surcharge would

        14   generate as it relates to the 15,000 parking

        15   spaces.

        16              MR. HANKOWSKY:  Oh, you're talking

        17   about a year ago.  Yes.

        18              COUNCILMAN DICICCO:  Yeah.

        19              MR. HANKOWSKY:  That's right.

        20              COUNCILMAN DICICCO:  'Cause the only

        21   place we could get it is on spaces we control,

        22   that's right.

        23              COUNCILMAN DICICCO:  Under the new

        24   proposed plan, which we're all happy that we're

        25   increasing the number of spaces by about 7,000,
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         2   does that -- if we were to look at the surcharge

         3   again, does that still compare equally to the

         4   investment that the teams are putting into the

         5   deal?

         6              MR. HANKOWSKY:  I honestly can't do

         7   that one off the top of my head; I would have to

         8   look, but I will do that.

         9              COUNCILMAN DICICCO:  I figured you

        10   wouldn't have to do that, so I'm asking for that

        11   information.

        12              Because, again, when we look at the

        13   cost of doing the project, or the public

        14   investment, and I understand what your answer was

        15   and probably would be again, is that we look at

        16   that investment going forward, but are we really

        17   doing -- why would we give up a potential,

        18   significant potential revenue stream by way of the

        19   surtax?  And it's because -- the answer will

        20   probably be because the teams are going to put up

        21   X, but I don't know if their X equals our Y, or

        22   whatever we want to refer to them as over a

        23   30-year period.

        24              MR. HANKOWSKY:  Yeah.

        25              COUNCILMAN DICICCO:  'Cause it's got to
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         2   be a significant number that the City could recoup

         3   by way of what I think is a user tax.

         4              MR. HANKOWSKY:  Right.

         5              COUNCILMAN DICICCO:  And we can make

         6   that as part of our contribution, or at least

         7   reduce the contribution in terms of what that

         8   surcharge would be.

         9              MR. HANKOWSKY:  Okay, I understand the

        10   question.

        11              COUNCILMAN DICICCO:  That will be all.

        12   But, again, you know, and also -- but I -- it's

        13   important that we see the 15,000 versus the

        14   22,000.

        15              MR. HANKOWSKY:  Right, I understand.

        16              COUNCILMAN DICICCO:  And what those

        17   numbers would play out to be over the 30-year

        18   period.

        19              MR. HANKOWSKY:  Right, okay.

        20              COUNCILMAN DICICCO:  Thank you.

        21              Thank you, Madam Chair.

        22              COUNCILWOMAN BLACKWELL:  You're

        23   welcome.

        24              Councilman Kenney.

        25              COUNCILMAN KENNEY:  Thank you, Madam
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         2   Chair.

         3              Mr. Hankowsky, I want to go back a

         4   moment to the line of questioning Councilmember

         5   Blackwell was pursuing relative to the -- any

         6   potential downturn in the economy.  Does the City

         7   derive any economic benefit or revenue from the

         8   operation of any luxury suites in either

         9   building?  I mean, will we get any piece of that?

        10              MR. HANKOWSKY:  No.

        11              COUNCILMAN KENNEY:  Not directly as

        12   lease revenue, but from the sale of --

        13              MR. HANKOWSKY:  Yes.

        14              COUNCILMAN KENNEY:  The sale of food,

        15   beverage?

        16              MR. HANKOWSKY:  Yes.

        17              COUNCILMAN KENNEY:  The cost of the

        18   tickets?

        19              MR. HANKOWSKY:  Yes.  You get -- you

        20   get 5 percent amusement tax of the value of the

        21   ticket per event per suite.  You get

        22   liquor-by-the-drink, to the degree that's

        23   consumed.  And then the license fee, you know,

        24   that 100,000, or whatever somebody pays, become a

        25   gross revenue of the team and either gets picked
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         2   up in our BPT or our net profits tax, whatever tax

         3   is applicable to that corporate organization.

         4              COUNCILMAN KENNEY:  And that also

         5   applies to the club seat?

         6              MR. HANKOWSKY:  Correct.

         7              COUNCILMAN KENNEY:  Okay.  While I

         8   agree with you on the construction phase of the

         9   project, it would be a good situation for us to be

        10   in to be emerging from -- to do the deal now and

        11   then to be emerging from a recession, a slight

        12   recession, at the end of the period when it opens.

        13              What does that downturn in the economy

        14   potentially do to this corporate decision-making

        15   about purchasing luxury suites, the disposal

        16   income available to use them for every baseball

        17   game -- for example, fully stock them with liquor

        18   and food.  Are there -- I know that the tax code,

        19   federal tax code, changed a number of years ago.

        20              MR. HANKOWSKY:  Yes.

        21              COUNCILMAN KENNEY:  The super box and

        22   sky box expenditures became more of a burden to

        23   the company.

        24              MR. HANKOWSKY:  Yes.

        25              COUNCILMAN KENNEY:  As opposed to a tax
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         2   writeoff.

         3              MR. HANKOWSKY:  That's right.

         4              COUNCILMAN KENNEY:  Do you see any

         5   potential downside or unrealized expectations in

         6   the event that we're in a recession of some kind?

         7              MR. HANKOWSKY:  Oh, I think clearly --

         8              COUNCILMAN KENNEY:  And those decisions

         9   to spend that kind of money aren't being made?

        10              MR. HANKOWSKY:  Right.  And clearly

        11   suites and club seats paid for by corporations are

        12   a discretionary expense item, and if a corporation

        13   has a, you know, a downturn in its business

        14   activity, that's something that may be go.  I mean

        15   -- by the way, it's also indicative -- you see it

        16   in meetings of the Convention Center is a very --

        17   the Convention Center very much rides on national

        18   business trans -- 'cause in a downturn, you cut

        19   down business travel.

        20              COUNCILMAN KENNEY:  If we --

        21              MR. HANKOWSKY:  So if the economic

        22   downturn occurred over the next couple of years

        23   while these were being built, it would probably

        24   have an impact on the pre-sales, the leasing of

        25   those suites and club seats prior to the opening
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         2   of the facility.

         3              COUNCILMAN KENNEY:  And would that have

         4   an effect -- has that been accounted for in our

         5   projections?

         6              MR. HANKOWSKY:  Well, no.  We didn't

         7   run a model that plugged in a downturn in the next

         8   couple of years.  We ran, you know, a 2.5 percent

         9   growth model, which would tend to be less than a

        10   long-term historic growth pattern, but instead of

        11   -- you can run a model that goes like that, kind

        12   of a roller coaster up model, or you can run a

        13   model that's the same -- gets you to the same

        14   place but it does it by a linear curve.  We ran

        15   that model for the flat analysis.

        16              COUNCILMAN KENNEY:  Any revenue that's

        17   not realized by the City that was anticipated is

        18   covered by -- potentially by the general fund?

        19              MR. HANKOWSKY:  If in fact the

        20   transaction went negative, that's right.

        21              COUNCILMAN KENNEY:  The teams, on the

        22   other hand, have the opportunity to adjust ticket

        23   prices, luxury box prices, prices of food and

        24   beverage in the boxes, retail sales within the

        25   stadium complex, the cost -- the charge for beer
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         2   by the cup.  They have some opportunity.  Even

         3   though they would not to pursue that scenario,

         4   they have the opportunity to recoup their

         5   unrealized revenues through increasing the price,

         6   but we don't necessarily have that option.

         7              MR. HANKOWSKY:  Well, of course, when

         8   they do that, we are the beneficiary of that

         9   because we tax it based on the price, so to the

        10   degree they go through some kind of optimization

        11   exercise, saying, Okay, attendance is down a

        12   little bit, let's raise prices so we kind of make

        13   up for the revenue, we would end up in the same

        14   place too because we're going to have high tickets

        15   prices with less people paying for them versus

        16   lower ticket prices with more people paying for

        17   'em.

        18              So we kind of ride their -- the tails

        19   of their economic adjustments to the pricing.

        20              COUNCILMAN KENNEY:  And I would assume

        21   that any type of economic downturn in the national

        22   economy would affect us locally and, therefore,

        23   affect perhaps the discretionary spending patterns

        24   of working families and people who aren't

        25   (inaudible).  I mean if, if mom and dad are both
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         2   working and all of a sudden now, it's just now dad

         3   working, the potential of making that decision to

         4   attend the Phillies versus the Mets might be one

         5   that's made not to attend the Phillies versus the

         6   Mets.

         7              MR. HANKOWSKY:  That's right, sure.

         8              COUNCILMAN KENNEY:  But our exposure

         9   and our risk, as we discussed, is that attendance

        10   and spending, if it doesn't meet the goals or the

        11   projections, that we are going to eat.

        12              MR. HANKOWSKY:  That's right.  And as I

        13   said several days ago, you know, in effect, I

        14   believe we share that risk with the teams 'cause

        15   they will have gone off and got mortgages for

        16   their shares of this building.  They have flat --

        17   you know, they're going to have prescribed fixed

        18   mortgage payments.  And so, yes, we're both in the

        19   same pickle, but we're there together.

        20              COUNCILMAN KENNEY:  I don't know if

        21   we're in the same pickle; we're there together,

        22   maybe in different pickles.

        23              MR. HANKOWSKY:  Right.

        24              COUNCILMAN KENNEY:  I think the City

        25   doesn't has access to TV revenue or to
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         2   revenue-sharing amongst the League to other

         3   things.  So --

         4              MR. HANKOWSKY:  Right, right, I agree

         5   with that.

         6              COUNCILMAN KENNEY:  Let me turn for a

         7   moment to the timetable for the Phillies and

         8   Eagles stadium.  We are in this deadline scenario

         9   of December 14th primarily because the Eagles --

        10   I mean, both teams want to get it done, but the

        11   Eagles need to move in an expeditious fashion

        12   vis-a-vis the NFL loan fund and other financing

        13   opportunities -- I mean, other -- the ability to

        14   get their financing in place and to kind of move

        15   forward.

        16              And the key to that whole process is

        17   the acquisition of the T-Warehouse, which is the

        18   spot for their proposed stadium; is that right?

        19              MR. HANKOWSKY:  Right.

        20              COUNCILMAN KENNEY:  Do the Phillies

        21   have same type of timetable problems?

        22              MR. HANKOWSKY:  There's a chart in the

        23   briefing book that lays out, actually, a fairly

        24   nicely detailed schedule of the Phillies

        25   transaction.  And, basically, for the Phillies to
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         2   open in April 2004, they need to start

         3   construction -- I think it's by the third quarter

         4   of next calendar year.  And prior to that, would

         5   be going through the bid cycle and awarding, you

         6   know, excavation, foundation, structural.  I think

         7   you're fairly familiar with -- you know, as I say,

         8   the packages.

         9              And for them to be on that schedule, we

        10   will need to move Jetro really beginning at the

        11   beginning of the calendar.  And when I say "move

        12   at the beginning of the calendar," what I mean is,

        13   do the work to renovate the space.  They're going

        14   to move into Acme, get -- they have some issues

        15   with truck docks and stuff that have to get

        16   approved.

        17              So you would be doing -- you'd be

        18   designing that building that -- such that Jetro

        19   could move out, and doing this a little bit off

        20   the top of my head 'cause I actually don't have

        21   the book with me.  I think in the second quarter,

        22   such is that you can demolish, and in the third

        23   quarter, you can start construction in late third

        24   quarter.

        25              So there are certain activities that
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         2   are --

         3              COUNCILMAN KENNEY:  What's the date

         4   that Acme needs to be renovated for Jetro?

         5              MR. HANKOWSKY:  I'm not sure.

         6              COUNCILMAN KENNEY:  They're arguing --

         7   excepting the notion that Acme -- we need to

         8   acquire Acme to do that -- I mean, we've had the

         9   discussion before that privately a private-sector

        10   deal could have been structured between Jetro and

        11   Acme on their own, but be that as it may, the

        12   Administration and PIDC is suggesting that we

        13   acquire Acme in order to do that.

        14              What's the date by which Acme needs to

        15   be ready for Jetro?

        16              MR. HANKOWSKY:  Let me see if I can get

        17   that for you.  I think the rough schedule right

        18   now is. . . acquire or get Jetro under control in

        19   December, prepare --

        20              COUNCILMAN KENNEY:  December, I'm

        21   sorry.

        22              MR. HANKOWSKY:  This December.  I mean,

        23   get an agreement with Jetro so you know you're

        24   going someplace.

        25              Prepare their new space from January
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         2   through May.  Take about two months to move them.

         3   And part of this is inventory; you actually want

         4   to burn down the one inventory, you know.  Work on

         5   the environmental abatement and demolition of

         6   Jetro beginning in, like, July through September.

         7   At that point, you would have started construction

         8   like September, October.  You would have awarded

         9   the site package, the foundation package, the

        10   concrete structure package, and the steel

        11   package.  And with those -- you know, those are

        12   the guts of bringing it out of the ground.

        13              And then with a start in October, can

        14   yield an April 2004 opening.

        15              COUNCILMAN KENNEY:  Okay.  There's also

        16   a 90-day waiting requirement on the T-Warehouse

        17   site to move the current tenants.  Once the deal

        18   is consummated, there's a 90 day period wherein

        19   the tenants, the current tenants of T need an

        20   opportunity to move?

        21              MR. HANKOWSKY:  There are leases that

        22   the current tenants have that have different time

        23   frames in terms of cancelling them, and we are

        24   actually looking to accelerate that to stay with

        25   this schedule.
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         2              COUNCILMAN KENNEY:  I thought there was

         3   a requirement upon our acquisition of T for a

         4   90-day window for those tenants to relocate.

         5              MR. HANKOWSKY:  There are notice

         6   provisions that they get, but we're actually

         7   looking to accelerate that.

         8              COUNCILMAN KENNEY:  The acceleration of

         9   that has a cost associated, I would assume.

        10              MR. HANKOWSKY:  Conceivably.

        11              COUNCILMAN KENNEY:  Theoretically --

        12   hypothetically, if we were to move ahead with T,

        13   because that's the one that needs to be done the

        14   most or the quickest for the Eagles to have a

        15   different timetable than the Phillies.  If we move

        16   ahead with T now, would that keep the project

        17   moving forward?

        18              MR. HANKOWSKY:  I don't think it

        19   adequately keeps the project moving forward.  I

        20   think that to move the project moving forward you

        21   need to move on that.  Let's just do property

        22   first.  You need to move on that, you need to move

        23   on Acme, you need to move on Jetro so that you

        24   line those pieces up so that you could stay on

        25   this Phillies schedule.
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         2              In addition, if I can get -- in

         3   addition, for the Eagles to proceed to come out of

         4   the ground, you know, really start, they're

         5   looking at a scenario where like, you know, around

         6   March 1st, maybe sooner, maybe February 15th, you

         7   are able to begin demolition of T-Warehouse

         8   et cetera.

         9              For them to be able to do all of that,

        10   they really want to have their financing in

        11   place.  For them to have their financing in place,

        12   they're prepared -- they're actually going to do a

        13   -- they're sending a package out, I think it's

        14   December 15th, to lenders to put a lender in place

        15   in order to close a loan like in January, you

        16   know, maybe early February.  And they really can't

        17   do that without saying there's kind of a deal

        18   here.

        19              COUNCILMAN KENNEY:  Would -- the City's

        20   acquisition of T would not be enough of a proof

        21   that a deal was imminent?

        22              MR. HANKOWSKY:  They couldn't close a

        23   loan on the basis of that, no.

        24              COUNCILMAN KENNEY:  Why would we

        25   acquire T if we were -- I mean, in the context of



                                                          138

         1              12/5/00 STADIUM BILLS HEARING

         2   all of things we've been talking about in the last

         3   three weeks, the acquisition -- the go-ahead for

         4   the acquisition of T, to me, would indicate a

         5   movement towards doing a new deal.

         6              MR. HANKOWSKY:  Well, I'm not saying

         7   it's not a movement; I'm saying it's not adequate

         8   action for a bank to close a loan to the Eagles.

         9   They have no legal rights to have a stadium in

        10   Philadelphia; there's been no action to give them

        11   legal rights to have a stadium in Philadelphia.

        12              COUNCILMAN KENNEY:  If the City

        13   acquired T or gave the permission to acquire T by

        14   December 14th and they permission on the rest of

        15   the deal within 30, 40 days after that, would that

        16   throw the schedule off for the Eagles opening the

        17   day that they desire?

        18              MR. HANKOWSKY:  I think it might,

        19   yeah.  I mean, I'd want to check that in more

        20   detail, but I think it might.

        21              COUNCILMAN KENNEY:  Well, could we find

        22   out from the Eagles' perspective, the Phillies

        23   aside, from the Eagles' perspective, what's the

        24   last day beyond December 14th that they need to

        25   finalize their financing package in order for them



                                                          139

         1              12/5/00 STADIUM BILLS HEARING

         2   to meet their deadline?

         3              MR. HANKOWSKY:  Okay.

         4              COUNCILMAN KENNEY:  Okay, thank you.

         5              COUNCILWOMAN BLACKWELL:  Are any other

         6   questions?

         7              COUNCILMAN COHEN:  Yes.

         8              COUNCILWOMAN BLACKWELL:  You almost got

         9   away, Mr. Hankowsky.

        10              MR. HANKOWSKY:  Almost, Councilwoman,

        11   almost.

        12              COUNCILWOMAN BLACKWELL:  Councilman

        13   Cohen.

        14              MR. HANKOWSKY:  I didn't see Councilman

        15   Cohen reenter the chamber.  I should have known.

        16              COUNCILMAN COHEN:  Over a considerable

        17   number of months, the City Controller has issued

        18   reports to City Council indicating his very deep

        19   concerns about the economic aspects of this

        20   transaction.  I don't know why he hasn't been

        21   listed as a witness before the committee; I think

        22   he really ought to be 'cause I think he's made a

        23   great contribution, at least to the discussion of

        24   what's going on.

        25              What is your reaction to the -- all of
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         2   the reports he issued which indicate that he

         3   thinks it's a very difficult deal for the City and

         4   indicates all sorts of weaknesses?

         5              MR. HANKOWSKY:  Well, I'm actually not

         6   aware of any Controller reports that's been issued

         7   on the package that's before you.  What is issued

         8   is a series of commentary over the course of

         9   several months.  You know, he's provided you with

        10   information about what's happened in other

        11   transactions, et cetera.  But I don't believe

        12   there's any Controller report on this proposal.

        13              COUNCILMAN COHEN:  Well, I don't know

        14   whether he ever had a chance, like people could

        15   say of most of us in City Council, that they know

        16   nothing of this proposal, 'cause most of us still

        17   don't.  We're just, you know, being acquainted day

        18   by day with new additions to it.

        19              So he has discussed stadium financing,

        20   he's discussed the general outlines of these

        21   programs, and his approach has generally been

        22   negative.  His last public comment that I've seen

        23   was that he sort of felt it was a fruitless effort

        24   to appear before City Council because he believed

        25   that the City Council was going to enact it
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         2   anyway.

         3              But I've seen nothing affirmative.  I

         4   se he raised all kinds of doubts as to whether or

         5   not, from an economic development point of view,

         6   whether it was good.  And he also raised questions

         7   about the impact it might have on other

         8   transactions that might be good for the City but

         9   that might not be able to be carried out because

        10   of this.

        11              Have you read the reports that he

        12   issued in the beginning?

        13              MR. HANKOWSKY:  Well, Councilman,

        14   again, you know, your own consultant, Commerce

        15   Capital, was able to take a look at this

        16   transaction from its introduction and, in fact,

        17   testified before this body and said that, in fact,

        18   our analysis was fairly okay.

        19              COUNCILMAN COHEN:  Who said that?

        20              MR. HANKOWSKY:  Your consultant.

        21              COUNCILMAN COHEN:  No, he didn't.

        22              MR. HANKOWSKY:  No, no.

        23              COUNCILMAN COHEN:  He advocated

        24   reducing it by a minimum of $180 million.

        25              MR. HANKOWSKY:  No, Commerce Capital
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         2   didn't say that.   That was Council -- you hired

         3   them.  I didn't hire them; you hired them.  They

         4   testified in this chamber.

         5              All I'm saying is that the Controller

         6   hasn't -- you know, people have done quick

         7   financial analysis of these deals.  I mean, the

         8   Controller has a whole host of material.  I

         9   responded much earlier this afternoon that we're

        10   not making an argument on the basis of an economic

        11   development argument about this transaction;

        12   we're making an argument on the basis of the

        13   revenues generated by taxes inside this building,

        14   that this investment can be paid for by that and

        15   the rental car tax.

        16              COUNCILMAN COHEN:  But why would, if

        17   something is going to be just paid for and it's

        18   not going to add to the economic development?  Why

        19   are we in this when it's clearly taking money away

        20   from so many other --

        21              MR. HANKOWSKY:  Well, it's not taking

        22   money away.  Councilman --

        23              (Unintelligible, parties talking over

        24   each other.)

        25              COUNCILMAN COHEN:  And now in this



                                                          143

         1              12/5/00 STADIUM BILLS HEARING

         2   case, I'm going to ask you to permit me to finish

         3   mine.

         4              MR. HANKOWSKY:  Please.

         5              COUNCILMAN COHEN:  Since it's clear

         6   it's going to take lots of money away from a lot

         7   of very badly needed City improvements in the

         8   infrastructure and it may impede other economic

         9   developments, as Councilman DiCicco indicated he

        10   was -- had some concerns about, and that's only

        11   one example.  There could be many others that

        12   might be adversely affected.

        13              MR. HANKOWSKY:  Well, again --

        14              COUNCILMAN COHEN:  Why -- why are we

        15   really doing this?  Is it because two baseball

        16   teams have enough clout, or is it because the

        17   Mayor met with the head of the National Football

        18   League?  I don't understand why this becomes such

        19   an urgent matter for the City to deal with.  We

        20   have a ten-year lease running till the year 2011.

        21              Tell me, how do you justify the City

        22   putting this enormous amount of resources into

        23   this project?  Even assuming it were to make a

        24   little money on the way.  Is the use of that

        25   enormous amount of resources justifiable under the
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         2   circumstances?

         3              I don't think so, so I'm asking you,

         4   how do you justify it?

         5              MR. HANKOWSKY:  I --

         6              COUNCILMAN COHEN:  Tell me, why should

         7   Philadelphians want this?

         8              MR. HANKOWSKY:  Could I go?

         9              COUNCILMAN COHEN:  Yeah.

        10              MR. HANKOWSKY:  Okay.  Councilman,

        11   we've made this argument consistently over the

        12   last several days.  I'm not sure that no matter

        13   how many times I make it, you or I are ever going

        14   to agree on this.

        15              But, fundamentally, this is a

        16   transaction where you don't have these revenues to

        17   spend on something else if you don't make this

        18   investment.  So you've got to start with, if you

        19   leave them at the Vet through 2010, the general

        20   fund is going to take a hit.  The size of that is

        21   -- can be in dispute, but something's going to

        22   happen.  Or you can decide to do this.

        23              If do you this, you:  One, have put the

        24   teams here for 33 years; two, have payback of your

        25   investment; three, you've created additional
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         2   revenue for the School District, a Children's

         3   Fund, a special service district.  You've created

         4   venues in terms of hospitality infrastructure to

         5   allow this city to compete and bring other

         6   activity here, which we're not counting in the

         7   transaction.  And whether it's, you know, let's

         8   keep the Army-Navy Game and let's also try to get

         9   -- some day maybe we can get a World Cup Game, we

        10   could get the PanAm games, we could have a

        11   baseball All-Star Game, et cetera.

        12              And just like when we built the First

        13   Union Center, we didn't know we could get the

        14   Republican Convention.  If we build these

        15   buildings, we might be able to get events that we

        16   can't get today.  One of those events will come to

        17   the Vet.

        18              That's why you should do it,

        19   Councilman.

        20              COUNCILMAN COHEN:  Well, you say you're

        21   not seeking to justify it on the basis of economic

        22   development, but every reason you gave are the

        23   same reasons you give when there is a project that

        24   you present to us as a fine example of economic

        25   development.
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         2              MR. HANKOWSKY:  No, Councilman, I

         3   really don't think -- and we may never be able to

         4   do this and that's happened over the years.  I

         5   just don't think we're connecting.

         6              What I'm say single that our financial

         7   analysis is not an economic development financial

         8   analysis; it's an analysis based on the tax

         9   streams out of building.  What I'm saying is, it

        10   has an economic development benefit.  I'm not

        11   going to even try to measure it and make that

        12   argument to you, because you then are going to

        13   argue that I shouldn't use multipliers, et cetera,

        14   you and your staff.

        15              What I am saying is, that there is a

        16   benefit that is in addition to the fact that the

        17   revenues out of the building pay for it, and that

        18   benefit includes investing in your hospitality

        19   infrastructure, being able to do other kinds of

        20   activity in Philadelphia, and being competitive on

        21   a national level to do that.  That's what I'm

        22   saying.

        23              COUNCILMAN COHEN:  The City Controller

        24   says that if we stayed in the Vets Stadium and met

        25   the requirements of the lease, that the City would
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         2   have a net revenue gain of at least $5 million a

         3   year over the next 10 years of the lease.

         4              MR. HANKOWSKY:  Yeah, again I --

         5              COUNCILMAN COHEN:  Do you disagree with

         6   that?

         7              MR. HANKOWSKY:  Yeah, I do.

         8              COUNCILMAN COHEN:  Why?

         9              MR. HANKOWSKY:  Because I don't believe

        10   -- if you look at what's already been analyzed by

        11   a professional firm, which says you've got to

        12   spend at least 80 million to rehab the Vet and

        13   lists a number of other items that weren't even

        14   addressed in their report that also need to be

        15   addressed, and you need to spend 1.6 million a

        16   year just to maintain that $80 million investment

        17   so you don't have to spend it again over the lease

        18   term.  And if look at what will happen in terms of

        19   if you're wrong and 80 million's not enough and

        20   you have to spend 100 million, and if you're

        21   wrong, that you keep the rental car tax, and if

        22   you're wrong, which those members assume, which is

        23   that the Phillies will continue to increase

        24   revenues and that the Eagles are going to increase

        25   revenues, and you'll continue to have an increased
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         2   profit.  If you're wrong anywhere there, you're

         3   not going to realize that money.

         4              And I'm not saying that all of those

         5   things are going to occur but I'm saying that some

         6   of those things may well occur.

         7              So I don't go with that analysis.

         8              COUNCILMAN COHEN:  Well, it seems to me

         9   the chance of loss is a much greater one when we

        10   undertake -- the chance of harm to the City's

        11   development much greater when we take a billion

        12   dollars of revenue over the next 30 years and take

        13   it away from every other need of the City.

        14              MR. HANKOWSKY:  I don't agree.  My

        15   point is that in a perspective where you do not

        16   develop new stadiums, you have no upside potential

        17   at the Vet, you only have downside potential.

        18   When you develop new stadiums, you have a capacity

        19   --'cause the numbers I'm using aren't --

        20              (Unintelligible, parties talking over

        21   each other.)

        22              MR. HANKOWSKY:  If I could finish,

        23   Councilman, if I could finish.  We'll try to do

        24   this together, we'll try to do this together.

        25              COUNCILMAN COHEN:  Okay, I'll accord
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         2   you that.

         3              MR. HANKOWSKY:  What I'm saying is that

         4   you have an upside potential, because I'm not

         5   assuming even the Phillies numbers for attendance;

         6   I'm assuming lower numbers than that.  So you have

         7   an upside.

         8              By the way, I acknowledged in my

         9   initial testimony the other day that there is a

        10   risk; I am at no point ever going to say that

        11   there isn't a risk.  There's a risk, there's

        12   downside risk going forward.  My point is, there's

        13   an upside and a downside if you proceed, and I

        14   think they're reasonable, and I think there's only

        15   a downside risk if you don't proceed.

        16              COUNCILMAN COHEN:  But just as

        17   laypeople, it would seem to me to be obvious to

        18   everybody that when you take such a huge portion

        19   of your city's resources and put it into one

        20   development, you are running all kinds of risks as

        21   well as depriving other areas from necessary

        22   support.

        23              MR. HANKOWSKY:  Councilman, again, you

        24   and I probably just won't agree here, you and your

        25   staff, who keeps supplying you with the questions.
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         2              But what's fundamentally happening here

         3   is, you don't have this money to spend on

         4   something else unless this decision is made.  Now,

         5   you might make an argument to me, Well, we

         6   shouldn't put our money in this, we should have

         7   the teams pay for all of it; I'm telling you, they

         8   won't do that.

         9              COUNCILMAN COHEN:  You make a good

        10   argument for that.  Wouldn't it be a better deal,

        11   just from an analyst's point of view, from your

        12   point of view, wouldn't it have been better if the

        13   Veterans said, you know, Professor Rosentraub's

        14   view makes a lot of sense.  The Eagles contacted

        15   the National Football League and said we've worked

        16   that out, we're going to knock off -- we're going

        17   to increase our share of the money, 'cause we can

        18   make a loan from the National Football League for

        19   it?

        20              Wouldn't you have liked that if that

        21   happened?  Maybe it sound like a fairy tale to

        22   you, but if it happened, wouldn't it be a lovely

        23   tale?

        24              MR. HANKOWSKY:  It's not going to

        25   happen.
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         2              COUNCILMAN COHEN:  It's not, but

         3   suppose it did?

         4              MR. HANKOWSKY:  I don't find great

         5   benefit in speculating about things that won't

         6   happen.  This team is putting the largest amount

         7   any football team has ever put in a stadium;

         8   they're not putting more.

         9              COUNCILMAN COHEN:  Look at the huge

        10   gain they're going to make out of this.  A team

        11   for which Jeff Lurie paid 185 million; after this

        12   deal goes through, he's going to be worth double

        13   maybe, triple that amount of money.

        14              MR. HANKOWSKY:  Councilman --

        15              COUNCILMAN COHEN:  They're not risking

        16   anything --

        17              MR. HANKOWSKY:  Oh --

        18              COUNCILMAN COHEN:  They're going to get

        19   an enormous gain out of this.

        20              MR. HANKOWSKY:  I'm afraid you just

        21   didn't listen to my testimony a couple days ago.

        22   These teams are taking enormous risks.

        23              COUNCILMAN COHEN:  Why?

        24              MR. HANKOWSKY:  Because we've put the

        25   risks on them.  They're taking the risk of cost
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         2   overruns on both site and stadiums.  They're

         3   taking the risk of capital, they're taking the

         4   risk of --

         5              COUNCILMAN COHEN:  Not on site.

         6              MR. HANKOWSKY:  They're taking the risk

         7   of site improvements over -- yes, they are -- of

         8   the cost to knock down the Vet, the cost to knock

         9   down T-Warehouse, the cost to do the environmental

        10   abatement, the cost to put the parking --

        11              COUNCILMAN COHEN:  But they're going to

        12   make the profits.  What I don't understand is --

        13              MR. HANKOWSKY:  Councilman, Councilman,

        14   again if I could -- they are taking enormous

        15   risk.  They take the same risk you're worried

        16   about, of whether we're going to get our tax

        17   revenue numbers is a risk they're taking about

        18   whether they're going to have attendance.

        19              COUNCILMAN COHEN:  But that --

        20              MR. HANKOWSKY:  So when a private

        21   business person -- if I could complete my

        22   comment.  When a private business personal makes

        23   an investment, he looks for a return that's

        24   commencement (sic) with the risk, and he is taking

        25   the risk.  Professor Rosentraub gave no, no, no
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         2   analysis to the risk reward aspects of an

         3   investment.  And that's Finance 101.

         4              COUNCILMAN COHEN:  But the risk is what

         5   occurs when people go into business.  And in

         6   return for the risk, they make gains.  A

         7   government is not in the business of taking risks;

         8   the government is in the business of providing

         9   services to its people and is responsible for

        10   that.

        11              MR. HANKOWSKY:  Governments take risks

        12   all the time.  Governments build airports,

        13   convention centers.  Governments make all kind of

        14   investments.

        15              COUNCILMAN COHEN:  Only when private

        16   enterprises are not capable of --

        17              MR. HANKOWSKY:  Well, you didn't agree

        18   back then and we probably won't agree years from

        19   now.  But government makes investments

        20   consistently in order to spur development, create

        21   employment, do all kinds of things.  Some work,

        22   some don't.  We're in the investment business.

        23              COUNCILMAN COHEN:  Well, that's why I'm

        24   talking about corporate welfare because people who

        25   need, whether they're business people or poor
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         2   people or working people, have a right to expect

         3   government to help, but what we're talking about

         4   is what kind of a bargain is this?  When you have

         5   schools three times as old as the Vet in

         6   operation.  You know, I don't want to go through

         7   the whole litany of all the needs; you know them

         8   well.

         9              MR. HANKOWSKY:  I heard them last

        10   night.  I listened closely.

        11              COUNCILMAN COHEN:  You heard them.  And

        12   here we're taking this huge amount of tax money

        13   and putting it in what is essentially a business

        14   where the profits are going to go -- we're going

        15   to be happy if we just make out even but -- and

        16   the big profits are going to go to private

        17   enterprise and the people are going to be asked to

        18   hold up on their demands for the support that's

        19   needed for the schools, for the Police Department,

        20   for all of these other agencies.

        21              All right.  Maybe you're right.  We'll

        22   never reach an accommodation.

        23              But here you have -- and this is what I

        24   tell you is our problem.  You have a problem that,

        25   to many of us to some, or to some of us at least,
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         2   seems fraught with all kind of economic

         3   questions.  You present it to us at the last

         4   minute, you encase it with the concept of an

         5   emergency deal that justifies Council delegating

         6   its powers to others, foregoing its rights of

         7   oversight.

         8              You know, it just doesn't make any

         9   sense to us at all.  It certainly makes no sense

        10   at all to me for City Council to be considering

        11   this matter at this time, and I think the people

        12   of Philadelphia are very unhappy about it.

        13              Thank you, Madam Chair.

        14              COUNCILWOMAN BLACKWELL:  You're welcome

        15   are there any other questions?  Any other

        16   questions?

        17              (No further questions.)

        18              COUNCILWOMAN BLACKWELL:  All right this

        19   Committee of the Whole stand in recess until

        20   Wednesday, December 6th, at 10 a.m.  The record

        21   will also indicate that Bill 727 is withdrawn.

        22              Thank you.

        23              (Adjourned at 3:55 p.m.)

        24                          - - -

        25
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