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COUNCIL PRESIDENT VERNA: Good
morning, everyone. This is the public
hearing of the Committee of the Whole
regarding Bill Nos. 080154, 080155,
080156 and 080173.

I would ask Mr. McPherson to
please read the title of the bills.

MR. McPHERSON: Bill No.
080154, an ordinance to adopt a Capital
Program for the six Fiscal Years 2009
through 2014 inclusive.

Bill No. 080155, an ordinance
to adopt a Fiscal 2009 Capital Budget.

Bill No. 080156, an ordinance
adopting the Operating Budget for Fiscal
Year 2009.

Resolution 080173, providing
for the approval of the Council of the
City of Philadelphia of a Revised Five
Year Plan for the City of Philadelphia
covering Fiscal Year 2009 through 2013.

And testimony today will be
limited to Resolution 080173.

COUNCIL PRESIDENT VERNA: Thank
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2/26/08 - WHOLE - RES. 080173

you.
We will now hear from the
Administration.
(Witnesses approached witness
table.)

COUNCIL PRESIDENT VERNA: Good
morning. Welcome.

MR. ARMBRISTER: Good morning,
Council President Verna. How are you
this morning?

COUNCIL PRESIDENT VERNA: Fine.
Thank you.

Please identify yourself for
the record and proceed with your
testimony.

MR. ARMBRISTER: Good morning,
Council President Verna and members of
City Council. 1 am Clarence D.
Armbrister, Chief of Staff for the Mayor,
Michael A. Nutter. 1"m joined at the
table this morning by the Finance
Director, Rob Dubow, and the Budget
Director, Steve Agostini.

Thank you for this opportunity
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to present testimony in support of the
Administration®s proposed Fiscal Year
2009 Strategic Plan and Fiscal Year 2009
to 2013 Five-Year Financial Plan. | know
that you have all received copies of the
Plan, so my testimony today will merely
summarize the most important points
covered in the Plan.

These documents lay out a bold
vision for the government of the City of
Philadelphia. The mission of the Nutter
Administration and this Plan will be to
create a high-performing government that
produces results that matter most to the
citizens of this City.

This Five-Year Plan is
different from those in the past, because
our budget priorities are based on
achieving results in six key areas:
Public safety, education, jobs and
economic development, healthy and
sustainable communities, ethics, and
customer service. The Plan is a

financial and strategic plan for the
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City. Reflecting the six results, the
City will take steps and make sound
investments, including the following:
Increase funding to the Philadelphia
Police Department by over $78 million
over the next five years to hire more
patrol officers; $5 million annually to
expand the Youth Violence Reduction
Partnership; an additional $3.8 million
to expand emergency medical services and
improve response times; an additional $3
million annual commitment to improving
City health centers; a $4 million annual
funding increase to the Community College
of Philadelphia; an Office of Arts and
Culture and a $2 million increase in
funding to the Cultural Fund; making a
vital cumulative $16 million investment
in the Fairmount Park Commission over the
next five years; $6.5 million to the
Streets Department to fund weekly,
single-stream recycling to every City
resident.

Our long-term fiscal
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investments include the following: A
decrease iIn the resident wage tax to a
rate below four percent for the Ffirst
time in over 30 years; continue reduction
in the gross receipts tax, leading to the
elimination of the tax in eight years;
reducing for the first time ever the net
income tax from six and a half percent to
6.4 percent, and by Fiscal Year 2013, the
rate will be dropped to six percent;
increasing the parking tax from 15
percent to 20 percent to promote
sustainable activities, including street
improvements, enhancements to Fairmount
Park and new trees; funding the
Philadelphia Employee Pension System to
95 percent of i1ts estimated liabilities
to secure the financial future of the
City"s retirees by ensuring the stability
of the Pension System.

The Nutter Administration is
proposing a Five-Year Plan for Fiscal
Year 2009 to Fiscal Year 2013 Plan that

anticipates a modest fund balance of
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$34.97 million in Fiscal 2013, while
implementing significant reductions in
taxes and funding critical enhancements
in City services, overdue investments in
critical infrastructure and important
initiatives to ensure the long-term
stability of the City"s finances.

Many of the City"s budget
priorities reflect not only public
demand, but also a continuous effort to
address basic structural challenges
unparalleled among other cities or
counties iIn Pennsylvania and across the
nation. As mentioned in the demographics
sections of the Five-Year Plan, the City
not only provides basic local government
services, but also a significant array of
social services that are typically the
responsibility of state or county
government elsewhere in the nation. For
example, Human Services, Recreation,
Behavioral Health, Public Health and the
Office of Emergency Preparedness

comprised 21.4 percent of General Fund
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obligations in Fiscal Year "07. Urban
taxpayers often fund services particular
to dense and lower-income populations,
higher policing costs, for example.
County taxpayers typically finance
services shared among their
municipalities and unincorporated areas,
such as courts and prisons. But
Philadelphia taxpayers bear the cost of
both types of services and often without
significant support from the Commonwealth
of Pennsylvania.

A study by the Brookings
Institution underscores this.
Philadelphia had the widest range of
service mandates by state government and
the lowest general revenue-sharing
support among its peer cities. As a
result, when compared with similarly
sized cities across the United States,
Philadelphians pay more taxes.
Throughout the rest of Pennsylvania, the
burden of financing county-level services

is spread widely across areas of high and
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low social need and varying fiscal
capacity. Only in Philadelphia are the
burdens of financing county-level
services concentrated entirely on the
urban population.

This Plan upholds our
responsibility of fiscal stewardship
while providing for the needs of our
citizens. In producing this Plan, the
City strives to make the tough choices
necessary to meet the needs of our
citizens and to make smart investments to
secure the future of the City and our
families.

Philadelphia is showing
progress on several fronts, despite
continued fiscal challenges that arise
from the demographic and economic changes
that have occurred over the last half
century. Significant challenges remain.
While fewer people live and work here
than in previous decades, social needs
continue to grow just as the cost of

providing services are rising
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considerably. The City"s tax base is
increasingly under pressure as personal
income levels remain relatively low in
comparison to the region, state and
nation, and poverty iIn the region has
become increasingly concentrated in the
City.

These factors create the
ongoing challenge to fund those public
services required by a growing segment of
our population with a revenue base that
is unduly burdensome on the City and the
regional economy. Each investment is
tempered by our need to put this City on
a Fiscally sound footing to meet the
challenge posed by rising pension and
health benefit costs, a prison census
increasing at an alarming rate, and
increasing reliance on an unsustainable
tax structure.

The Nutter Administration plans
to iIncrease the rate on the parking tax
to 20 percent, consistent with the

recommendations of the Tax Reform
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Commission, which will increase revenue
by $16 million in Fiscal "09. The rate
increase will not only raise much-needed
revenue and encourage residents to use
public transit, but fund badly needed
improvements to Philadelphia®s streets
and green spaces.

Another efficiency in
revenue-generation technique is the
pension obligation issue. In order to
address the City"s massive unfunded
pension liability and prevent it from
undermining the City"s long-term Ffiscal
health, the Nutter Administration is
proposing a pension obligation bond that
would fund 95 percent of the Pension
Fund®"s obligations. The borrowing would,
in essence, eliminate the City"s unfunded
pension liability, ensuring that current
and future employees would receive their
retirement payments.

This Strategic Plan and
Five-Year Financial Plan is an

overarching framework and a set of goals
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focused on achieving results for our
City. Some of the goals are far-reaching
and will require significant time to
attain. Our core service areas reflect a
set of critical priorities, however. An
ethical and responsive government must
anchor all public safety, education,
jobs, economic development, and provide
healthy and vibrant neighborhoods. This
Strategic Plan and Five-Year Financial
Plan make clear that respect for the
citizens of Philadelphia, service
delivery that is efficient, and
continuously improving and publicly
accountable government decisions will be
the core values for City employees in the
Nutter Administration.

1"d be happy to answer any
questions.

COUNCIL PRESIDENT VERNA: Thank
you very much.

In the educational section of
the Plan, you mention that the Recreation

Department will receive additional
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funding for pre-school academics. Can
you explain why you are reducing their
Class 200 budget by almost $350,000 in
FY09? The Recreation Department is only
increasing $24,187 over its targeted 2008
budget.

I just don"t see how they are
receiving an additional $2.5 million, as
indicated on Page 67, over the life of
the Plan. Can you please explain?

MR. ARMBRISTER: Yes. The
Finance Director, Rob Dubow, can answer
that question.

MR. DUBOW: Rob Dubow, Director
of Finance.

There are a couple of reasons
for that. One is, as you know, at the
beginning of the Administration, we asked
departments to present us with
efficiencies. The Recreation Department
did. A couple of the things that they
did to help reduce their costs were
streamlining supply purchases, and we

returned trash removal responsibility to
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Fairmount Park. The largest thing that
we"re doing here, though, is, we plan to
do major renovations to Robin Hood Dell
and to begin doing those as soon as we
can, which will mean that we"ll lose this
season as we do those repairs. Our
concern is that some of the structural
issues there make it unsafe to use, so we
want to get to this as quickly as we can.

COUNCIL PRESIDENT VERNA: Why
isn"t the money restored in the out
years?

MR. DUBOW: Well, we are hoping
that we will have a business model there
that will work better than the model we
had before and that there will not be as
big a subsidy there.

COUNCIL PRESIDENT VERNA: What
subsidy would there be and in what
amount?

MR. DUBOW: The subsidy relates
to the deficit they incurred, and I think
last year it was $700,000. Almost

$900,000.
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COUNCIL PRESIDENT VERNA: What
support would the City be giving them in
the out years? Do we know?

MR. DUBOW: Our anticipation is
that the Dell would break even going
forward and that it wouldn®"t need the
subsidy it got in the past.

MR. ARMBRISTER: With an
improved management model.

COUNCIL PRESIDENT VERNA: I™m
sorry. | didn"t hear.

MR. ARMBRISTER: With an
improved management model. The hope is
that we would not have to subsidize the
Dell and that it would break even, would
not require future subsidies from the
General Fund.

COUNCIL PRESIDENT VERNA: Will
this be the same model as we use at the
Mann?

MR. ARMBRISTER: 1 don®"t know,
Councilwoman Verna. We"d have to check.
We"re not sure what the new model is

going to be. The hope is that whatever
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model we produce, we"ll make sure that it
will break even, it wouldn"t require any
additional subsidies.

COUNCIL PRESIDENT VERNA: I™m
sure that there are other questions from
Councilmembers on this issue.

So you would be contracting
out?

MR. ARMBRISTER: You asked
would there be contracting out?

COUNCIL PRESIDENT VERNA: Yes.

MR. ARMBRISTER: I"m not sure.

MR. DUBOW: Yeah, there would
be, and, 1 mean, 1 think that the
management of that had pretty much been
handled through contract already.

COUNCIL PRESIDENT VERNA: 1
think Councilman Clarke has a point of
information.

COUNCILMAN CLARKE: Thank you,
Madam President.

Real briefly, and 1 don"t know
if this is your mind-set on this, but I™m

assuming that you would essentially



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

17

2/26/08 - WHOLE - RES. 080173
privatize the operations of the Dell, get
the City out of 1t. You would then have
no subsidy associated with the operation,
meaning there would no longer be any free
tickets or tickets that are of a reduced
cost, because right now you can go to the
Dell for $5, $6, $7. The shows that they
have at the Dell that make money
essentially when you have -- and | say
this one because this is the one that"s
always a seller. When Teena Marie comes
to the Dell, they sell out. Those
tickets are $25, $30, right? |In order
for us to realistically operate the Dell
without significant subsidies, the ticket
prices would increase dramatically, which
I"m not necessarily adverse to, although
I represent a population that"s used to
getting those tickets from our office,
and, frankly speaking, it might be a good
thing if you all no longer give us free
tickets, because we don"t ever get
enough. You know what 1 mean? So if you

can"t give us enough, don"t give us any.
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Is that my understanding, the
understanding that you"re just going to
privatize it? Obviously we have
increased costs, and 1"m assuming there
would be some level of sponsorship from a
private entity, because even shows at the
Wachovia and other venues have to have
some sponsorship to make a profit,
because it"s unrealistic to think that
you can operate that without some outside
sponsorship. You may actually end up
calling it the Wachovia Dell East or
something like that. 1 mean, 1 don™t
know. But in real terms --

MR. ARMBRISTER: You may have
information we don"t have, Councilman.
But I think that essentially is probably
correct, what you just described.

COUNCILMAN CLARKE: All right.
Thank you.

Thank you, Madam President.

COUNCIL PRESIDENT VERNA: Thank
you.

Under Job and Economic
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Development, Section 73-77, can someone
explain what the Office of Sustainability
does, where it is funded and what is its
budget?

MR. ARMBRISTER: The Office of
Sustainability is likely to be contained
in the Office of the Commerce -- 1 think
the Commerce Department is where we"re
going to end up keeping it.

What we"re thinking about right
now, Council President, is to utilize
existing resources that we have within
the Department. We now have various
disparate employees and resources around
the City government that we hope to bring
together and create an Office of
Sustainability and hopefully not to
increase significantly the resources that
we need to fund that office, that we
would use existing resources that we
have.

COUNCIL PRESIDENT VERNA: Is it
reflected in the budget? Because we

don"t see it.
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MR. ARMBRISTER: 1 think we
have one position that we have identified
that we would create that is currently in
the Mayor®s Office. | think it"s about
$70,000. And then the idea would be then
to husband the resources that we have
around the City with this person if we
find a suitable candidate to lead that
operation, but beyond the one position,
we don"t think that it will require any
additional resources.

COUNCIL PRESIDENT VERNA: Thank
you.

On Page 77, you mention that
the Nutter Administration wants to create
a single land bank. Are there now
multiple land banks? Can you tell us how
you propose to do this? Page 77.

(Witness approached witness
table.)

MR. PRITCHETT: Good morning,
Council President.

COUNCIL PRESIDENT VERNA: 1It"s

the last paragraph on that page.
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MR. PRITCHETT: 1"m Wendell
Pritchett, Director of the Office of --

COUNCIL PRESIDENT VERNA: 1I™m
sorry. We can"t hear you.

MR. PRITCHETT: 1 am Wendell
Pritchett, the Director of the Office of
Policy, Research and Planning.

Right now several City and
private entities own property. So the
Redevelopment Authority owns property.
The City of Philadelphia owns property
through the Department of Public
Property. The Philadelphia Housing
Authority owns property and | think even
the Philadelphia Housing Development
Corporation owns some property.

Our plan, our hope, is to
consolidate the ownership of the
property, as much of that property into
one entity. The prior Administration was
looking into this, and we are reviewing
their proposal that was made last year.
It"s at the Law Department right now. So

we don"t have an answer yet about what
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exact entity would own and manage the
vacant property, but our hope is to
consolidate it.

COUNCIL PRESIDENT VERNA: Well,
what role do you see City Council having
in this process?

MR. PRITCHETT: 1 would think
that the City Council would have a very
robust role.

COUNCIL PRESIDENT VERNA: We
would hope so.

MR. PRITCHETT: |In both the
creation of the land bank and its
management.

COUNCIL PRESIDENT VERNA: Very
well. Thank you. But you will keep us
apprised of how this is going to be
operating?

MR. ARMBRISTER: Absolutely.

COUNCIL PRESIDENT VERNA: Thank
you.

One of the recent Charter
changes was the creation of a Youth

Commission. Can you tell me whether or
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not any funding has been included in the
Budget and the Five-Year Plan for this?

MR. DUBOW: There is not.

We"l1l have to add that, particularly
given i1ts membership.

COUNCIL PRESIDENT VERNA: When
do you plan to do that?

MR. DUBOW: We"l1l identify
where that would come from at some point
during this process. So before you vote
on it, we"ll let you know.

COUNCIL PRESIDENT VERNA: Okay.
Under the Mayor®s Operating Budget
Summary, on Page 13 of the revenue
estimates, you are projecting to receive
$3 million from the strategic marketing
fees. What are strategic marketing fees?
Can you explain to us where you are in
the process, and when do you expect to be
coming to City Council for approval?

MR. DUBOW: That is -- it"s
naming rights and pouring rights, plus
the sale of Philadelphia gear.

COUNCIL PRESIDENT VERNA: 1™m
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sorry.

MR. DUBOW: OFf Philadelphia
gear, items --

COUNCIL PRESIDENT VERNA: Oh,
Philadelphia gear.

MR. DUBOW: There was an RFP
out. I think the prior Administration
had gotten to the point where they were
close to picking a vendor, but 1 think we
will start that RFP process again to pick
vendors to do this. So we are going to
do that sometime within the next month.

COUNCIL PRESIDENT VERNA: On
Page 14, you are projecting three new
revenue generators for the Philadelphia
Prisons. Can you explain what they are
and how these funds are generated?

MR. ARMBRISTER: Councilwoman,
1"d like to have the Prisons Commissioner
come up since It was his idea.

COUNCIL PRESIDENT VERNA: Thank
you.

MR. ARMBRISTER: This was an

idea when the Nutter Administration came
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into the transition, we asked each of the
operating departments to come forth with
initiatives that would either save costs
or raise revenue, and the Prison
Commission did a great job in providing
us some examples.

COUNCIL PRESIDENT VERNA: Thank
you.

COMMISSIONER GIORLA: Good
morning, Madam President.

COUNCIL PRESIDENT VERNA: Good
morning.

COMMISSIONER GIORLA: There are
three initiatives that we proposed --

COUNCIL PRESIDENT VERNA: I™m
sorry. Please identify yourself for the
record.

COMMISSIONER GIORLA: I™m
sorry. I"m Louis Giorla, Acting
Commissioner of the Philadelphia Prison.

We proposed three initiatives
earlier this year, the first of which is
to convert our inmate telephone system

from a combination free and collect
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system to a total collect system so that
all calls emanating from the facilities
by inmates would be collect calls. There
were a couple reasons behind this. Not
only generate some revenue for the
department, but it"s becoming extremely
difficult for us to acquire a vendor who
will supply free services. Most of the
vendors, the inmate phone vendors now,
supply only collect services, because
their profit margin is cut severely and
they can"t operate at a profitable level
by providing free phones.

The second proposal we made was
an increase in work release room and
board. All inmates who are working and
are in our Work Release Program pay 16
percent of their gross to defray the
costs of the program. 1It"s one of the
lowest not only in the area but
nationally, and we"re looking at an
upgrade to 25 percent of the gross
salary.

The third and final proposal we
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made was to impose transaction fees to
defray the costs of some of our clerical
operations for inmate transactions.
There are two types we have in mind. The
first is commissary transactions, where
inmates purchase toiletries, cosmetics
and food items from a vendor who operates
more or less a catalogue-ordering service
for the inmates. The second is a
transaction fee for what we call D forms
or inmates checks, where inmates disburse
funds from their inmate accounts to
various community -- to the courts,
probation and parole for fines and costs,
home to pay bills and child support and
other personal costs like that.

COUNCIL PRESIDENT VERNA: Thank
you.

COMMISSIONER GIORLA: YouT"re
welcome.

COUNCIL PRESIDENT VERNA: 1™m
sorry. Just a moment, please.
Councilman Jones has a point of

information.
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COUNCILMAN JONES: Under your
savings for vending to inmates, what is
the current population racially of your
inmates?

COMMISSIONER GIORLA: I™m
sorry, sir. Do you mean the total
census?

COUNCILMAN JONES: Yes.

COMMISSIONER GIORLA: As of
midnight last night, 9,147.

COUNCILMAN JONES: What is the
demographics of the inmates in
incarceration?

COMMISSIONER GIORLA: 1 believe
racially the breakdown is 71 percent
African-American, approximately 18
percent Hispanic and the remainder are
white, and 1 believe there are three
percent, approximately three percent,
Asian Pacific Islanders. The gender
breakdown, we"re about 15 percent to 18
percent female and we also have a
small -- and I don"t know what the

percentage is -- a small juvenile
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population, about 125 males and about
anywhere from four to six female juvenile
inmates.

COUNCILMAN JONES: Do you have
a diversity plan for vending to those
inmates?

COMMISSIONER GIORLA: We follow
the City"s guidelines on minority
participation in all our contracts.

COUNCILMAN JONES: And how
successful have you been in providing
that diversity through vending
opportunities to that population?

COMMISSIONER GIORLA: Both our
commissary vendor and our food service
vendor meet the City"s requirements.

COUNCILMAN JONES: And who are
they?

COMMISSIONER GIORLA: Aramark
provides food services throughout all of
our facilities. Keefe Commissary is the
vendor for commissary services.

COUNCILMAN JONES: And what is

the DBE/MBE/WBE participation within that
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vending opportunity to the incarcerated
persons?

COMMISSIONER GIORLA: 1 don™t
know those percentages right here and I
don"t have that information in front of
me, Sir.

MR. ARMBRISTER: Councilman,
the Administration has been put on notice
that that is information that the Council
will be requiring, and certainly during
the course of our -- the testimony of our
operating departments, all of the
operating departments have been
instructed to provide such information or
to have it available, at the request of
Councilwoman Blondell Reynolds Brown and
others who are interested in that topic.
So we will be having that information.

We just got the letter, and we are
working feverishly on trying to get that
information for you.

COUNCILMAN JONES: Thank you.

COUNCIL PRESIDENT VERNA: Thank

you.
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Councilman Kenney also has a
point of information.

COUNCILMAN KENNEY: Madam
President, 1 have a question relative to
the prison, actually a request for some
information, and if you do know today,
you can please tell us, but if not, you
can provide the information later.

I1"d like to know what the
overall cost of healthcare in the
Philadelphia Prison System is, which
would include a breakdown of healthcare
plus pharmacy. 1°d also like to know how
many sick calls on average per year that
an average inmate gets or makes, and who
manages the medical program now. Is
there some type of HMO or managed care?
Are we looking at the possibility of
that, and are issuance of prescriptions
and other medical care out of line with
what industry numbers are in the general
public.

I"m sorry. Do we have someone

taking these questions down for our sake?
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COUNCIL PRESIDENT VERNA: 1
believe so. 1 think Sharon is taking th
questions in her office.

COUNCILMAN KENNEY: I"m sure
there"s a number of questions you®re not
going to be able to answer. You may not
be able to answer right now, but I™"m
really just trying to get an idea on wha
our healthcare costs overall are. |
mean, obviously as it relates to our own
public employees, as it relates to peopl
in the general private workforce, as it
relates to everything we do in the
country these days, the cost of
healthcare, the cost of pharmacy are
major issues, and | want to know whether
or not or how these numbers line up with
general industry standards and
statistics.

COMMISSIONER GIORLA: Let me
answer as many of your questions as |
can, Councilman.

We have two health services

vendors. One is a nationally prominent

32
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firm, Prison Health Services, which
supplies healthcare to about 300,000
inmates nationwide.

COUNCILMAN KENNEY: How many do
we have here total? How many inmates
here total?

COMMISSIONER GIORLA: Here?

COUNCILMAN KENNEY: Here.

COMMISSIONER GIORLA:
Ninety-two hundred.

COUNCILMAN KENNEY: Thank you.

COMMISSIONER GIORLA: 1 believe
the annual costs as of this fiscal year
was probably about $31 million for
healthcare.

COUNCILMAN KENNEY: That
includes the pharmacy number?

COMMISSIONER GIORLA: That
includes physical health, mental health,
pharmacy and related services.

COUNCILMAN KENNEY: Okay.

COMMISSIONER GIORLA: We
recently looked at our pharmacy

operations. We were dispensing 30 days”
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medication to inmates, routine and
blister packs, to try and lower the
dispensing costs. Most of the items are
non-narcotic, they"re not psychotropic,
and they"re dispensed that way to save on
nursing costs.

We"re also looking at reducing
that 30-day supply to a l14-day supply,
because about 44 percent of our
population doesn"t spend any more than 14
days with us and they can acquire
additional prescriptions in the
community.

COUNCILMAN KENNEY: And the
other questions relative to frequency,
you could answer at some point in time?
What I"m interested on average, the
average -- and 1 understand the issue of
a l4-day stay on average and all that,
but on average in a year, how many times
does an inmate go to the dispensary or to
the infirmary or gets a prescription?

COMMISSIONER GIORLA: 1 don*t

know how many visits an average inmate
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makes or the number of prescriptions. |1
can tell you that they number in the
thousands.

COUNCILMAN KENNEY: You can"t
tell me now or you can"t --

COMMISSIONER GIORLA: No. 1
can get that information for you, yes,
sir.

COUNCILMAN KENNEY: Okay. What
I"m interested in is the average number
per inmate per visit and how many of
those visits result in a prescription
being written.

COMMISSIONER GIORLA: Okay.

COUNCILMAN KENNEY: And the
other one issue is, are we doing any
generic replacements on brand name
pharmaceuticals?

COMMISSIONER GIORLA: Both our
physical health and mental health
medication formularies are reviewed
annually to see if we can substitute
generics for brands.

COUNCILMAN KENNEY: And who
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reviews them?

COMMISSIONER GIORLA: Excuse
me?

COUNCILMAN KENNEY: Who reviews
that information?

COMMISSIONER GIORLA: Not only
our vendor, but our contract services
unit, which Is now headed by a doctor
with experience both in economics and
healthcare administration, to make sure
that we"re keeping the cost as low as we
can.

COUNCILMAN KENNEY: Have we
considered either contracting or asking
for help from a large healthcare
provider, like, say, Independence Blue
Cross or one of the other, to kind of
review what it is our people are
reviewing and to make some suggestions
themselves as to what we could do to cut
costs?

COMMISSIONER GIORLA: We
recently acquired the services of a

third-party administrator, Aetna
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Healthcare, to review our utilization
costs, hospital stays and other costs. |
don"t believe that they"re involved in
pharmacy costs at this point.

COUNCILMAN KENNEY: Is that
contract bid or was it a professional
services contract?

COMMISSIONER GIORLA: 1 don™"t
know .

COUNCILMAN KENNEY: Could you
find that out --

COMMISSIONER GIORLA: That was
prior to my tenure.

COUNCILMAN KENNEY: Could you
also find that out, what the length of
that contract is and when it expires?

COMMISSIONER GIORLA: Yes, sir.

COUNCILMAN KENNEY: And also
whether or not they can be looking at the
utilization numbers on pharmacy, because
that"s, as you know, an exploding cost
for healthcare.

COMMISSIONER GIORLA: Yes, sir.

COUNCILMAN KENNEY: Thank you.
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Thank you, Madam President.

COUNCIL PRESIDENT VERNA:
You"re welcome.

While the Commissioner is at
the table, does anyone else have any
questions on this issue?

Councilwoman Miller.

Commissioner, please remain.

COUNCILWOMAN MILLER: Just real
quick. Do inmates pay for medical care?

COMMISSIONER GIORLA: There"s
no co-pay or associated cost with
healthcare at this point for the Inmates.

COUNCILWOMAN MILLER: Some
correctional facilities they do pay; is
that correct? 1 keep hearing that, or
that seems to be a question that people
have or a fear that they have.

COMMISSIONER GIORLA: There are
a number of state and county facilities
that charge a minimum co-pay for sick
call services. Most don"t charge for
care after the sick call, the initial

visit, specialty care, et cetera. Not
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only to defray their costs, but they feel
that that minimum charge defrays the
number of frivolous complaints.

COUNCILWOMAN MILLER: Okay.
Thank you.

Thank you, Madam President.

COUNCILWOMAN BROWN: Madam
President?

COUNCIL PRESIDENT VERNA: Yes.

COUNCILWOMAN BROWN: I do have
a follow-up question.

COUNCIL PRESIDENT VERNA: Okay.

COUNCILWOMAN BROWN: Thank you.
Thank you, Madam President.

Good morning.

COMMISSIONER GIORLA: Good
morning.

COUNCILWOMAN BROWN: What
provisions are made to ensure that the
children of the prisoners are utilizing
CHIP? Where does that duty sit? Who is
responsible for making sure children of
prisoners are covered?

COMMISSIONER GIORLA: We
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don"t -- as part of our inmate services
that we provide to the inmates, we don"t
provide sign-ups for CHIP or medical care
for the children of inmates.

COUNCILWOMAN BROWN: So that"s
not in the lap of the social workers to
make sure that -- social workers who work
for the prisons have some duty in trying
to do what they can for those families.
So that"s not included in that delivery
of service package?

COMMISSIONER GIORLA: Our
social workers make regular contact with
community resources, especially where the
children of prisoners are placed with a
childcare agency, either DHS or some
other custody agency.

COUNCILWOMAN BROWN: And so who
is responsible for ensuring that the dots
are connected?

COMMISSIONER GIORLA: 1 don™t
know.

COUNCILWOMAN BROWN: Okay.

MR. ARMBRISTER: Madam
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President, Councilwoman Blondell Reynolds
Brown, we have Dr. Don Schwarz, the
Deputy Mayor for Health and
Opportunities, who might be able to
address that question.

COUNCIL PRESIDENT VERNA: Very

well.
Good morning, Doctor.
DR. SCHWARZ: Good morning.
COUNCILWOMAN BROWN: Good
morning -

DR. SCHWARZ: Good morning.

While we have no specific
program that is linked to the prisons, in
the eight health centers for the City we
have benefits counselors who help
children and families both identify
potential sources for healthcare funding,
health insurance and link them. So they
have the enrollment forms, and we can do
essentially deemed eligibility, which
means for medical assistance in
particular, we can enroll people directly

in the program on the temporary basis,
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and then ultimately the state approves
them finally.

COUNCILWOMAN BROWN: I see.

DR. SCHWARZ: But that is not
directly linked to the prisons.

COUNCILWOMAN BROWN: So there®s
a dot that could possibly be connected --

DR. SCHWARZ: It certainly
could.

COUNCILWOMAN BROWN: -- to
service those families?

DR. SCHWARZ: We could
certainly give them information so that
they could know where the health centers
are and could go there and have children
become enrolled.

There®s also a fairly extensive
outreach program that the state runs for
CHIP, and we could provide information to
the prisons on that.

COUNCILWOMAN BROWN: Okay.

Thank you, Madam President.
111 wait my turn, because 1 have

additional questions for the Health



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

43

2/26/08 - WHOLE - RES. 080173
Commissioner, but 111 wait my turn.

COUNCIL PRESIDENT VERNA: Thank
you.

While the Commissioner is still
up at the table, I"d like to address the
issue about detainers. Are they MA
eligible and do we get reimbursed for
their medical expenses?

COMMISSIONER GIORLA: I™m
sorry, Madam President.

COUNCIL PRESIDENT VERNA: The
detainers -- detentioners. 1"m sorry.

COMMISSIONER GIORLA:
Detentioners within the City?

COUNCIL PRESIDENT VERNA: Yes.

COMMISSIONER GIORLA: We don"t
get reimbursed for their medical costs.

COUNCIL PRESIDENT VERNA: 1I™m
sorry.

COMMISSIONER GIORLA: We do not
get reimbursed for their medical costs.

COUNCIL PRESIDENT VERNA: Are
they MA eligible?

COMMISSIONER GIORLA: No. Once
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they"re incarcerated, they“re no longer
MA eligible. With sentenced inmates,
when we draft discharge plans or prepare
them for release, in preparation for them
to become MA eligible, we provide some
counseling and some assistance in signing
up for MA upon release, but while they“re
incarcerated, no.

COUNCIL PRESIDENT VERNA: Very
well. Thank you. Thank you,
Commissioner.

I don"t want to dominate the
hearings by asking the questions.
However, we will set guidelines. Each
Councilman will be recognized. We will
have more than one go-around. The first
go-around will be for five minutes.

The first one to be recognized
will be Councilman Goode.

COUNCILMAN GOODE: Thank you,
Madam President.

Good morning.

MR. ARMBRISTER: Good morning.

COUNCILMAN GOODE: Let me first
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start with jobs and economic development.
During the mayoral campaign, within the
Five-Year Plan, there®s a concept of an
Economic Opportunity Cabinet reference.
Can you tell me the status of the
Economic Opportunity Cabinet and what
exactly it is?

MR. ARMBRISTER: I can"t give
you the specifics, Councilman Goode, but
suffice to say that we have been
anxiously awaiting the arrival of the new
Commerce Director, who will be heading
that effort up. He will start with us
full time next week, and that is Andy
Altman, and upon his arrival, there will
be the development of that, Councilman.

COUNCILMAN GOODE: Thank you.

Turning to business tax reform,
the proposed Five-Year Plan cuts the
gross receipts portion of BPT to 0.08
percent, but both the Administration and
Council bills cut it to 0.75 percent by
the end of the Plan. Which is it? Is it

0.08 percent or 0.75 percent?
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MR. DUBOW: 1It"s 0.75. 1 think
that"s just a rounding of -- 0.75 rounds
up to 8, but it"s 0.75.

COUNCILMAN GOODE: Okay. And
the Administration bill does not exactly
eliminate the gross receipts portion.
Will 1t be amended to go beyond the
five-year schedule?

MR. DUBOW: Yes, it will. 1
think we were planning to introduce that
amendment before tomorrow -- or have that
amendment available before tomorrow"s
hearing.

COUNCILMAN GOODE: What is the
cost of the BPT reform in the Five-Year
Plan?

MR. DUBOW: Two hundred million
dollars.

COUNCILMAN GOODE: And what
assumption is that based upon?

MR. DUBOW: It"s based on four
percent growth on the gross receipts
side, two percent on the net income in

"09 and then four percent a year after
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that.

COUNCILMAN GOODE: Okay. In
terms of economic development, 1 see a
reference to business services, and a
number of Administrations come iIn and
talk about how they"re going to better
business services. In the "80s there was
a Client Services Division. In the "90s
was the Mayor®"s Business Action Team.
What is the plan for business services
now?

MR. ARMBRISTER: The current
plan is that we are going to have a
business service officer who will be
responsible for making sure that
businesses who want to do business with
the City can come in and coordinate their
efforts. Again, when the new Deputy
Mayor for Planning and Economic
Development arrives, that office will get
off the ground, but the plan is to make
sure that we have someone who is in the
Commerce Department who §s responsible

for that particular effort.
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COUNCILMAN GOODE: And will it
be separate from 3-1-1 or will it be
joined?

MR. ARMBRISTER: Well,
everything -- I think in terms of our
overall philosophy, there is hardly any
separation from anything from 3-1-1, but
this particular position will reside in
the Commerce Department, but the goal and
the plan ultimately is to have everything
linked ultimately with 3-1-1.

COUNCILMAN GOODE: In terms of
the Advisory Commission that was created
of construction industry diversity, what
is the status of that Commission?

MR. ARMBRISTER: 1"m sorry,
Councilman Goode. I didn"t --

COUNCILMAN GOODE: In terms of
the Advisory Commission for construction
industry diversity, what is the status of
that Commission?

MR. ARMBRISTER: The
Administration is currently iIn the

planning stages. We are meeting, |
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think, this week to talk about the
creation of that Advisory Committee.

COUNCILMAN GOODE: And while
you"re still developing the Economic
Opportunity Cabinet, will there be any
link between that Advisory Commission and
the Economic Opportunity Cabinet?

MR. ARMBRISTER: 1 certainly
can see a linkage there. Again,
everything we want to do is going to be
coordinated, so it would seem to make a
lot of sense to have some linkage there
as well.

COUNCILMAN GOODE: Lastly, in
terms of the additional funding for
Community College, for years we"ve
discussed the issue of job training and
how many different jurisdictions utilize
their community colleges for job
training. How might there be better
partnerships between the job training
agencies and Community College? How
might additional workforce development

dollars go to Community College and so
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forth? Is there going to be a better
utilization of Community College for
workforce development in addition to the
additional dollars to Community College?

MR. ARMBRISTER: Councilman
Goode, we in fact just had a meeting last
night about workforce development. Our
goal is to take a good, hard look and
reevaluate the current structure of our
workforce development programs, and,
clearly, the Mayor®s insistence that we
increase the Community College budget to
the $4 million recognizes the importance
of that entity as part of that workforce
development process.

I think it"s fair to say that
when we complete the review of the
workforce development agencies, that it
will certainly include a significant
piece for the Community College workforce
training as well.

COUNCILMAN GOODE: Thank you.

MR. ARMBRISTER: You"re

welcome.
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COUNCILMAN GOODE: Thank you,
Madam President.

COUNCIL PRESIDENT VERNA:

You"re welcome.

The Chair recognizes Councilman
Jones.

COUNCILMAN JONES: Thank you,
Madam President.

I see in here that there is the
proposed elimination of the low-income
tax credit, affectionately known as the
Cohen bill, and the rationale 1
understand is because there is the EITC
tax from the federal government that"s
going to supplant that. How does that
help low-income people? It seems to me
by eliminating that tax we are increasing
taxes for them. 1 don"t understand the
rationale.

MR. ARMBRISTER: Well, the
rationale for looking at the potential
elimination of that tax, which was
already included, 1 think, In the

Five-Year Plan from previous
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Administrations, is that there are
several opportunities for the reduction
of taxes for all residents; i.e., the
stated reductions in the wage tax that
will go below four percent for the first
time in 30 years, in addition to which
the gaming revenues that come from the
rest of the state will also benefit
Philadelphia by reducing the wage taxes.
And as in any compilation of a budget,
you have to make choices and you make
priorities, and the overall net in fact
of the reduction in wage taxes versus the
opportunity to decrease the business
taxes that had not been as well addressed
was an opportunity that we thought we
should take.

Obviously to help low-income
individuals, the best way to help them is
to help them get a job, and in order to
help them, we think that enhancing the
business climate was certainly on balance
in this particular instance, something

that we thought we could do, particularly
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in light of the fact that wage tax
reductions have been decreasing over
time.

COUNCILMAN JONES: Okay. 1
would only urge that we check in with
advocacy groups that are particularly
interested in providing some relief and
maintaining some ability for the 24
percent of people under the poverty
guidelines to move along with this
direction of prosperity for the City.

COUNCILMAN GOODE: Point of
information.

COUNCIL PRESIDENT VERNA: The
Chair recognizes Councilman Goode.

COUNCILMAN GOODE: Excuse me,
Councilman Jones.

Very quickly, 1 won"t be
supporting the repeal of the Cohen tax
credit. |1 possibly could support the
repeal if it was going to be replaced
with something else, but having nothing
there I"m not sure is acceptable to me.

So the one question | was

53
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asking as a follow-up question simply is,
is there a level of poverty or income at
which people should not pay a local wage
tax, and if it should be adjusted, will
the Administration be considering
adjusting it to that level?

MR. ARMBRISTER: Councilman
Goode, 1 think that that"s a policy
question that, along with the
Administration and this body, is one that
we"ll have to wrestle with. 1 can"t
answer that question at this point, but
fair to say, it"s the Administration”s
position at least in development and
proposal of this particular budget that
on balance the opportunity to enhance job
opportunities is a significant
opportunity. To say that there®s some
level below which no one should have to
pay the wage tax is a policy decision
that you, your colleagues and the
Administration will have to wrestle with
and come to a conclusion about during

this process.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

55

2/26/08 - WHOLE - RES. 080173
COUNCILMAN GOODE: Thank you.
COUNCILMAN JONES: 1 was also
looking in the budget and 1 see the
Housing Trust Fund. Are we going to make
a commitment to that?

MR. ARMBRISTER: In the
Five-Year Plan, we"ve committed to
maintain the funding at a million dollars
a year through the Five-Year Plan for the
Housing Trust Fund, that"s correct.

COUNCILMAN JONES: The 4th
Councilmanic District is one of the few
districts that -- and I"m glad you are
from the 4th Councilmanic District.

MR. ARMBRISTER: 1 am.

COUNCILMAN JONES: You may have
noticed we don"t have a health center.
And I understand there is a commitment
from this Administration to increase the
proficiency of these centers, but in
order for folk in my district to get a
vaccination when they fall under the
guideline, they have to either go to

Councilwoman Blackwell®s district or
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Councilwoman Miller®s district, and I was
wondering how we are going to deal with
that.

MR. ARMBRISTER: Certainly the
budget -- we"ve increased the amount of
resources for health centers.
Unfortunately, it does not include
resources for the additional construction
of new health centers. 1 think the best
way that we can expand the service
opportunity is to increase the efficiency
of our existing health centers and make
sure that we can get those residents and
citizens who are seeking health services
in and out and, therefore, enhance the
efficiency of the existing health
centers.

Unfortunately, the budget does
not include any money for new health
centers, but we do have $3 billion in the
budget to increase the efficiency and
enhance the quality of the care that our
residents who do seek out healthcare from

those centers can get provided to them.
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COUNCILMAN JONES: 1°d like to
also consider the possibility of
multi-purpose centers iIn the 4th
Councilmanic District that can be
utilized to provide those services. |1
don"t necessarily need a new health
center bill, but I need a facility by
which people can access it readily, and 1
want to work with you and this
Administration and the new Health
Commissioner to look at those
possibilities.

MR. ARMBRISTER: Yeah, we will,
Councilman Jones. | know during the
delivery of the report on DHS, one of the
recommendations is to look at the
placement of what you refer to as kind of
universal centers where you can get
services. That is certainly going to be
something that the Administration will
continue to look at, so that you can
place services where people need them,
whether they be health centers, whether

they be behavioral health, whether they
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be child services. So that is something
we"re going to be looking at as we go
through the implementation of the
recommendations in the report that was
issued with respect to DHS.

COUNCILMAN JONES: Thank you.

COUNCIL PRESIDENT VERNA: Thank
you.

The Chair recognizes Councilman
Greenlee.

COUNCILMAN GREENLEE: Thank
you, Madam President.

Councilman Jones addressed my
one issue -- one of the issue | was going
to raise, the low-income tax credit, and
I certainly agree with him and Councilman
Goode that you"re going to have to
convince me that there is not a way that
we can still do that, but I know we"re
going to have a lot of discussion on
that. And I just hope it doesn"t, before
I go off on another thing, 1 hope we
don"t get down into a thing where it"s

either business tax cuts or that. 1
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don®t think we need to necessarily have
that discussion. And while 1 agree that
it"s important to get people jobs, a lot
of these people, yeah, they have jobs,
they have jobs already, but they"re not
making a lot of money, and that is why it
was thought that that was a good program
to have.

And 1 just add for the
record -- and 1 think you know this --
that one of the people that pushed to
have it pushed back three more years to
have the City ready for it was then
Councilman Nutter. So | just put that in
there for the record.

On property taxes, how, If any,
is full valuation figured in here? Are
there any assumption that we"re going to
full valuation? Because | know
Counci lwoman Blackwell and myself and
others have questions about that issue.

MR. DUBOW: The assumption here
is that if we go to full value, it will

be revenue neutral, so that there won"t
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be any net impact on our revenues. But
we don®"t know when the BRT will have it
fully in place. We"ve had some
conversations, but we"re not sure when
they" Il move.

COUNCILMAN GREENLEE: And 1
know the last time the BRT was iIn here
last year, they said that basically they
were going to wait to hear from Council
on what adjustments could be made on the
millage, that kind of thing, before they
moved on that. And certainly obviously
we hope that if it ever happens, that it
will be revenue neutral. There®s some
question about that.

Just one last question then, if
I could. On the parking tax, and I"m not
saying that this is a bad idea to raise
it to 20 percent, but obviously last time
it raised some concerns. Has there been
any discussion with the garage parking
lot owners about this, kind of preparing
them for this? Any feedback from them?

Any discussion at all yet?
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MR. ARMBRISTER: Councilman, 1
can say that 1 have not personally
received any. | can"t say whether the
Mayor has received any specific
communication from that particular
constituency.

COUNCILMAN GREENLEE: My
prediction is, they"ll be in here to let
us know.

MR. ARMBRISTER: If we haven"t
yet heard, 1"m sure we will.

COUNCILMAN GREENLEE: Okay.
Very good. Thank you.

Thank you, Madam President.

COUNCILWOMAN BLACKWELL: Point
of information, Madam President.

COUNCIL PRESIDENT VERNA: Yes.
You have a point of information?

COUNCILWOMAN BLACKWELL: Yes,
ma"am.

COUNCIL PRESIDENT VERNA: Yes.
The Chair recognizes Councilwoman
Blackwell.

COUNCILWOMAN BLACKWELL: My

61
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colleague just mentioned this issue of
taxes and the revenue neutral issue.

COUNCIL PRESIDENT VERNA: The
equalization?

COUNCILWOMAN BLACKWELL: Yes.
And part of that debate, as you may know,
is that it"s got to be -- you have to
deal with what is before you come up with
something new to tax people. That"s
always been my issue. You can"t say it"s
revenue neutral if you don"t straighten
out where it is so that it"s fair at the
bottom line before you talk about other
taxes. That"s been our concern on that
issue.

Thank you.

Thank you, Madam President. It
really was a point of information.

COUNCIL PRESIDENT VERNA: Okay.
On that same vein, when equalization does
occur, is this Administration committed
to working with City Council to provide
homeowners a safety net so that they will

not be forced out of their homes in the
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event there are significant increases in
property assessments?

MR. ARMBRISTER: I think it"s
fair to say, Councilwoman Verna, that the
Administration has no interest In seeing
homeowners lose theilr homes as a result
of the equalization process and that the
Administration would stand ready to work
with the Council and other parties to try
to make sure that that does not happen as
much as we could, but we certainly don"t
want to see homeowners lose their homes
as a result of that process.

COUNCIL PRESIDENT VERNA: I™m
glad to hear that, because we certainly
don"t either.

The Chair recognizes
Counci lwoman Brown.

COUNCILWOMAN BROWN: Thank you,
Madam President.

Good morning.

MR. ARMBRISTER: Good morning.

COUNCILWOMAN BROWN: On Page 2

of your testimony, you talk about $5
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million annually to expand the Youth
Violence Reduction Partnership. So what
does that mean? Is that expansion tied
to those areas of the City where you see
an uptick in juvenile crime?

MR. ARMBRISTER: I think the
simple answer is yes, that the $5 million
that we have identified here for the
Youth Violence Reduction Partnership
would be allocable to those areas that
most need them.

COUNCILWOMAN BROWN: And who or
what would inform the decision to where
those dollars go?

MR. ARMBRISTER: We would
certainly be working with the appropriate
deputy commissioners, be it either in
Health and Opportunities or in Public
Safety, to determine where those dollars
might be best spent.

COUNCILWOMAN BROWN: I might
mention to remember the value and the use
of the Children®s Report Card, which

looks at a broad, diverse mix of youth
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at-risk factors, and that helps drive
both policy and funding, because it
covers all of the risk factors that any
child or young person could be associated
with and actually grades what those risk
factors are, and is a great tool for
ultimately deciding how you spend dollars
around kids.

You state here that $6.5
million will go to the Streets Department
to fund weekly, single-stream recycling.
So what does that number buy citizens?
How does that move the needle?

MR. ARMBRISTER: Well, as you
know, Councillwoman, I think only a small
portion of the City currently has the
opportunity to provide the recycling and
single-stream. Some have it every other
week. Some of us in the City still have
to separate. What we hope this will do
is provide the opportunity for every
citizen to enjoy the prospect of being
able to put their recyclables out either

on the same day of their trash pick-up or
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at least once a week and they don"t have
to remember if it"s this week or the next
week. I know personally 1 have to figure
out -- my son and 1 have to figure out
every other week which week it is to put
our recyclables out, and if we get
single-stream, weekly pick-up, that will
enhance significantly around the City the
opportunity to increase our recycling.

COUNCILWOMAN BROWN: Sure. And
I actually overlooked the phrase that it
does say every City resident. So that
indeed takes us citywide.

MR. ARMBRISTER: That"s
correct.

COUNCILWOMAN BROWN: You state
in your testimony that an additional $3
million will go to improving City health
centers, and the more appropriate time to
discuss this in great detail will be when
the operational departments come before
us, but there"s clear evidence that
there®s an underutilization of CHIP.

Have you decided yet how those dollars
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will be allocated, that 3.8 million? Is
that to hire more benefits counselors or
what? What is that? That"s $3 million
annually to the City health centers.

MR. AGOSTINI: Councilmember,
it is both for staff to rebuild the
infrastructure and to augment the
infracture. That staff is being
discussed internally as to exactly where
that would go.

The doctor is here.

COUNCILWOMAN BROWN: Got it.

DR. SCHWARZ: Thank you for the
question on CHIP. We currently have
benefits counselors in each of the health
centers, as mentioned. They have
information on CHIP. The question is
beyond CHIP. So what will we do beyond
CHIP to notify. The $3 million builds
infrastructure in the health centers
particularly around delivery of services.
So if we can get more people in,
particularly children, the hope is that

they will have access to the benefits
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counselors.

The other thing that we"ll do,
although not specifically with the $3
million, is work with the benefits
counselors at the other pediatric
facilities in town so that we actually
have a network of counselors for the
first time that are looking for children
who will be eligible for CHIP. Obviously
all of that is contingent on the federal
budget and what happens ultimately with
the CHIP dollars.

COUNCILWOMAN BROWN: Okay. 1
have a subsequent question on that, but
111 save i1t for operations hearings.

Office of Arts and Culture, can
you speak to the status of it and/or
whether or not you"ve had an opportunity
to really think through strategically
what its role is going to be?

MR. ARMBRISTER: The current
status is that we have been actively
seeking someone to lead that operation.

We have not as of yet settled on a
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candidate.

With respect to the strategic
thinking about it, obviously the
strategic thinking about it will be more
informed to the extent that we have
somebody who is actually here to help us
think about it. | think we"ve been close
a couple of times and we have not been
able to get people signed up, but 1 think
we are still actively seeking to have
someone In that capacity, at which time
we will sit down and think strategically
about how we want to utilize arts and
culture as a significant economic
development engine here in the City.

(Bell rung.)

COUNCILWOMAN BROWN: Okay. 1
have to wait until my next round. Thank
you.

COUNCIL PRESIDENT VERNA: Thank
you.

I would just like to ask a few
questions at this time. Under Public

Safety, you mention in the Plan that the
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Police Department will have an additional
400 officers on the street through
additional funding and redeployment. The
Plan only includes 200 additional
officers in 2009 and no new officers for
the balance of the five years. Is that
correct, and can you tell us how the
additional funding from the state is
being handled and are those officers
included in the figure of 6,824 that we
presently have?

MR. ARMBRISTER: Yes,
Councilwoman. If you"ll recall, when the
Police Commissioner revealed his Crime
Plan, he indicated that by May 1 that he
would get through redeployment primarily
200 additional officers. That would
include a new class, 1 think, that was
coming online sometime in April of about
100, maybe about 100 officers or so. So
200 of the 400 officers that we identify
in the Plan relate to the Commissioner-”s
Crime Plan, and we hope to have those on

the street by May 1.
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The additional 200 officers
that are referred to in the Plan and for
which funding is provided is the $78
million that we"ve put in the Plan, and
we hope -- and it is our expectation that
we will be able to bring in additional
classes and other new officers the
additional 200 from that $78 million
that"s identified in the Plan, and we
hope to have those in place by the end of
Fiscal Year 2009.

COUNCIL PRESIDENT VERNA: But
is that from the state funding?

MR. ARMBRISTER: The state
funding will help support some of those
officers, that"s correct.

COUNCIL PRESIDENT VERNA: All
right. In the information provided, you
state that the Fire Department will
receive additional funding of $3.8
million for emergency medical services.
I1"m having a difficult time understanding
this because in Appendix 2, Page 6, it

shows that you have cut the Fire
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Department by $1.2 million in Class 100
in FY0O8. Can you explain why you are
cutting their current budget? Is the
calculation of $3.8 million from their
adopted FYO8 budget or from the target
budget?

MR. DUBOW: I°11 answer the
first part of your question first and
then the second part second.

The reason the spending for
this year is lower than -- that we
project the spending to be lower is based
on just how much had been spent through
the first half of the year but before we
got here and our ability to then staff up
during the second half of the year, and
we do base the increase off the estimated
obligations for "08.

COUNCIL PRESIDENT VERNA: Why
couldn®t you spend the money in "08?

MR. DUBOW: Well, we are.

We"re spending more in the second half
than we"re spending in the first half,

but we"re just basing it off where we
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were and hiring schedules. That"s really
how we"re getting to the "08 number.

COUNCIL PRESIDENT VERNA: Wait
a minute. Weren"t we promised more
employees for EMS?

MR. DUBOW: Yes, and we"re
bringing them on. 1 mean --

COUNCIL PRESIDENT VERNA: And
when will they come on? Is there an
existing list that they will be taken
from?

(Witness approached witness
table.)

COUNCIL PRESIDENT VERNA: Good
morning, Commissioner. Please identify
yourself for the record.

COMMISSIONER AYERS: Fire
Commissioner Lloyd Ayers.

Good morning, Council
President.

COUNCIL PRESIDENT VERNA: Good
morning.

COMMISSIONER AYERS: We just

started a class this morning -- excuse
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me; on Monday morning, 90 new
firefighters.

COUNCIL PRESIDENT VERNA: 1I™m
sorry. How many?

COMMISSIONER AYERS: Ninety
firefighter/EMTs, as well mid-March we®ll
be graduating seven paramedics. Also, we
just got our new updated list. We will
be putting in another class of paramedics
probably May. So we are currently
increasing the spending and bringing our
complement of personnel up to the
allotted budget.

COUNCIL PRESIDENT VERNA: And
you hope to have a full complement by the
end of this fiscal year?

COMMISSIONER AYERS: Minus --
that"s right. That"s correct.

COUNCIL PRESIDENT VERNA: Thank
you.

I think, Mr. Dubow, the answer
to that question should have been, the
prior Administration would not allow us

to spend the money that was given to the
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department.

MR. DUBOW: 1 was trying to be
polite.

COUNCIL PRESIDENT VERNA: And
now It"s a new day. Thank you.

(Laughter.)

COUNCIL PRESIDENT VERNA: Okay.

The Chair recognizes Councilman
Clarke.

COUNCILMAN CLARKE: Thank you,
Madam President.

Good morning.

MR. ARMBRISTER: Good morning.

COUNCILMAN CLARKE: The
question that was asked earlier about the
Housing Trust Fund, and I think you
indicated that there is still a
commitment of a million dollars per year?

MR. ARMBRISTER: That"s
correct.

COUNCILMAN CLARKE: And I was
hoping that the fact that it wasn"t on
your testimony, that you were

entertaining increasing that amount. |Is
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that a possibility?

MR. ARMBRISTER: I think as we
all acknowledge, this is a deliberative
process and many things that we propose
might change during the course of this
process.

COUNCILMAN CLARKE: All right.
Let me tell you -- and we actually had
this conversation to a lesser degree at
the briefing with Councilmembers and the
Mayor. We appreciate that early-on
engagement.

The current housing market in
the City of Philadelphia is stagnant, at
best, and we"ve actually seen over the
last, 1 guess, the last three or four
meetings that we"ve had with the Housing
Trust Fund a decline in the revenue
that"s being generated as a result of the
recording fees per the state law that
allows a portion of that to go to the
Housing Trust Fund. My concern is that
the million dollars that"s committed will

probably fill that gap in terms of the
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reduction in the current revenue that
were being generated, but beyond that, it
will not be beneficial to creating
affordable housing. It"s my
understanding based on the federal
government®s budget that, there again,
the Bush Administration iIs requesting a
significant reduction in Block Grant
dollars to the cities and the counties
across the country.

Understanding that, beyond --
and 1 do want to follow up and ask you
about the inclusionary housing proposal
that"s on the table. Beyond that, is
there any discussion about the
possibility of creating affordable
housing and at least continuing the pace
that we"ve had over the last several
years and possibly increasing that?

MR. ARMBRISTER: Councilman,
you correctly noted the many challenges
and strains on the nation®s kind of
housing economy right now, and we"re all

being stretched, as you can imagine.
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We"ve had the value of housing tax
credits falling and then developers are
coming back asking for additional
resources, and the problem is that it"s
kind of a vicious cycle that we can"t
quite seem to get out of and the question
really is one of limited resources.

I think, as we stated earlier,
this is a deliberative process. We made
proposals. Those proposals ultimately
have to be approved by you. And we can
have a discussion, but I think everyone
has to recognize that that discussion
will have to take place in the context of
shrinking resources, and if we give more
to housing, that means it"s going to be
less for something else, and that"s a
discussion that we certainly can have.

COUNCILMAN CLARKE: Okay. 1
just wanted to first acknowledge that 1
understand that there are limited
resources, but there are also priorities
in terms of what direction you spend

those limited resources in, and
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understanding the significant need for
affordable housing, 1 would like you
all -- and you all have committed to take
a serious look at possibly creating some
opportunities.

With respect to the
inclusionary housing proposal -- and 1
don"t know if you can answer this
question now -- is that, at a minimum,
conceptually something that this
Administration is supportive of?

MR. ARMBRISTER: Councilman,
I"m really not in a position to answer
that question at this point, but we"ll
certainly get back to you on that issue.

COUNCILMAN CLARKE: We®re in
the process of the second phase, and one
of the reasons why I needed to know that
as we move ourselves through this process
is that there are going to be in probably
the next month a number of initiatives
that will be put on the table to provide
the cost off-sets associated with the

developers® concerns about the cost of
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them doing the affordable units, and
probably two of those, maybe three
initiatives will in fact be tax-related
legislation. So the need to have that in
place before the next fiscal year and the
end of this budget cycle is upon us is
very important. So I would like to be iIn
a position to, at a minimum, engage in --

MR. ARMBRISTER: We®"ll be
prepared to address it in a timely
manner .

COUNCILMAN CLARKE: Because
Councilman DiCicco and 1 met with the
heads of the Building Industry
Association maybe two weeks ago, and they
are prepared to give us a set of
recommendations, | think, in mid-March on
their cost off-sets as a result of an
analysis done by Econsult, and the
assumption is that there is going to be
probably some costs to the City to
entertain those initiatives. So it will
be very helpful if you can kind of tee up

and be a part of this process before we
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come before you.

One other thing real quick
before my five minutes run out. | hear
that clock ticking over there.

The surveillance camera
program --

(Bell rung.)

COUNCILMAN CLARKE:
Councilwoman Tasco, did you push that
button?

(Laughter.)

COUNCILMAN CLARKE: All right.
111 tee back up. 1711 come back. Thank
you.

COUNCILWOMAN TASCO:
Councilwoman Miller.

COUNCILWOMAN MILLER: 1 just
want to piggyback off of Councilman
Clarke"s concern regarding neighborhood
economic development, housing
development.

We started a lot of activity.
We did lots of building. We did lots of

demolition, and now I feel like we are
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broke and I can"t do anything else. So
it"s really serious, and we still want to
continue to rebuild neighborhoods. The
waterfront is fine and whatever you guys
are doing down here in Center City,
that"s fine, but we got to continue to
rebuild neighborhoods. So I want to have
that discussion also.

MR. ARMBRISTER: 1 think we
share the same goal, and as | indicated
earlier, one of the exciting things about
the Administration is the addition of
Andy Altman who, as an avowed planner,
isn"t concerned about just downtown
planning or riverfront planning. He"s
really concerned about the entire City.

So we"re very confident and
hopeful that with his arrival and the
coordinated effort of all of our
planning, economic development and
housing opportunities, that you"ll see a
very much coordinated effort that won"t
be limited to one sector of our economic

development and planning activity, that
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it will be a holistic approach. And
we"re very anxious for his arrival. So
we"re hopeful that you"ll see that.

COUNCILWOMAN MILLER: Wwell, 1
do know that he has reached out to
Councilmembers to schedule appointments,
but when I read, I just feel like
something is missing here in this Plan
for neighborhood housing development.

I heard Council President ask
earlier what is the Office of
Sustainability, and 1 keep trying to
figure that out, too, as it relates to
what do we do now to sustain our
neighborhoods. Certainly there is
information here about the Commercial
Corridor Program, and that"s good, but we
have all these blocks in the City and in
five years we"re going to turn around and
we"re going to be right back where we
started from unless we are able to
continue to rebuild these neighborhoods.

MR. ARMBRISTER: Agreed. Yes.

COUNCILWOMAN MILLER: Thank
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you.
MR. ARMBRISTER: You"re
welcome.
COUNCILWOMAN MILLER: Thank
you.
COUNCILWOMAN TASCO: Thank you.
The Chair recognizes Councilman
Kenney.

No questions? Thank you.

Councilman Green.

COUNCILMAN GREEN: Thank you,
Madam Chairman.

Thanks for coming today. 1
just have -- I*1l1 try to get as many of
my questions | have in the five minutes
allotted to me at this time. | have a
few.

The fund balance, 1 think the
last time we publicly met with Rob and
Steve and in several private briefings 1
had with Rob over the summer, there was
discussion that a municipality should
have, 1 think, between eight and 13

percent saved and a fund balance for a
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rainy day, and 1 note that the Five-Year
Plan basically spends our entire fund
balance down to $30 million, and given
what 1 read in the Wall Street Journal
and New York Times and Philadelphia
Inquirer about perhaps a recession coming
or much slower growth than we expect, is
it prudent to spend down our rainy day
fund to less than the amount recommended
by PICA previously and in our previous
discussions?

MR. DUBOW: 1 think the points
you raise are good and it creates a risk,
and in constructing the Plan, we have to
look at the trade-offs between making
what we think are essential investments
and the level of our cushion, but I don"t
disagree with you that this creates a
risk.

COUNCILMAN GREEN: I mean, are
there harder choices you can make to
have -- have we made enough hard choices
in this budget?

MR. DUBOW: We believe we have,
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yes.

COUNCILMAN GREEN: Okay. It
does sort of have the appearance of most
department spending as staying the same
or going up as running a recession. So
let"s talk about some of the revenue
assumptions.

What"s behind the wage tax
assumptions? And 1 recognhize you"re
going to give me percentages, but I™m
wondering what"s behind that. New jobs,
new population or just overall increase
in wages?

MR. AGOSTINI: Councilmember,
what we"ve assumed in growth is
approximately three and a half percent
for Fiscal Year "09, assuming that the
national economy continues to grow.
There are signs --

COUNCILWOMAN TASCO: Excuse me.
Would you please identify yourself for
the record.

MR. AGOSTINI: 1"m sorry.

Steve Agostini, Budget Director.
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There are signs nationally that
there are the beginnings of a
recessionary environment. You see job
contraction. You see -- the last growth
domestic product number that came out for
the fourth quarter of the past year was
below one percent. So what we have done
is assume that on a nominal basis we"re
going to have some growth of about three
and a half percent. That includes what
we anticipate about two and a half to
three percent inflation for the local
economy. Moving forward what we"re
assuming is about four percent. Again,
assuming that what happens nationally
based on the Congressional Budget Office
assumptions does materialize in terms of
nominal growth in the three to four --
three and a half to four and a half
percent.

IT those assumptions change
because national trends are changing,
then we will -- and we"ve identified this

in the plans -- then we"ll have some
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risks to our forecast, but the underlying
basis was approximately three and a half
percent growth in the wage base and then
four percent in subsequent years, even
after including what we anticipated would
occur after changes to the rates, as
you"ve seen and heard other discussion
about.

COUNCILMAN GREEN: So it"s
three and a half percent growth in the
wage base. Does that three and a half
percent take into account the continuing,
although slowing, wage tax decreases?

MR. AGOSTINI: Yes, it does,
Councilmember, but it doesn"t include any
potential growth that would occur from
firms that might relocate here from
expansion in jobs. We didn"t exactly
know how to incorporate that, but that's
an upside that is possible here that we
haven®t taken into account.

COUNCILMAN GREEN: And
typically has the Philadelphia economy

tracked the nominal growth at the federal
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level?

MR. AGOSTINI: Typically based
on the look of the last 30 years, we
pretty much grow -- the local economy,
that"s the boundary of the county, seems
to grow by inflation, and we -- inflation
plus a half percent, one percent. So,
yes, we track. We don"t seem to have
real bad dips compared to the national
economy, but this is a new economy and
the last big recession that the United
States faced was in 1982. The 2000 and
1991 recessions were relatively mild in
terms of historical perspective. So we
don"t know what we might expect.

(Bell rung.)

COUNCILMAN GREEN: Okay. Just
to try to close a loop on this, you
mention the national economy, that we
grow at the rate of inflation of the
national economy. The rate of inflation
is expected to be two and a half percent,
I thought you said, but you®ve assumed a

three and a half percent growth.
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MR. AGOSTINI: 1"m sorry. It"s
inflation plus a little nominal -- 1
should say a small amount of real growth.
It"s not much. The three and a half
would assume about two and a half
percent -- the three and a half percent
growth that we have assumed for "09
fiscal year assumes about three and a
half percent growth. OFf that, about two
and a half percent is inflationary.
About one percent of that is real growth.
The real growth assumptions for the
federal government are about the same.

COUNCILMAN GREEN: Okay.-
That"s all my time for now. | have
questions about real estate, business
privilege, property taxes and the
assumptions along those, as well as some
other things. 1711 get back to you.

Thank you very much.

COUNCILWOMAN TASCO: Councilman
Kelly.

COUNCILMAN KELLY: Thank you,

Madam Chair.
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Good morning.

MR. ARMBRISTER: Good morning.

COUNCILMAN KELLY: 1 just want
to follow up on Councilwoman Brown"s
questioning about the reopening of the
Office of Arts and Culture. Could you
tell me how that"s going to be budgeted
or whose office is going to be
responsible for that and how many
employees, if you know, are going to be
responsible for running that office?

MR. ARMBRISTER: Much like the
Office of Sustainability, we"re going to
look to rely on significant resources
that are currently within the government.
We have allotted or allocated, | think,
one new position, but the plan would be
to try to, again, husband existing
resources that are in and around the City
to comprise the office, and we would
expect that with a more coordinated
concentrated effort, to really be able to
bring about the kind of policy results

that we"d like to have in that office.
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So 1 think the plan is that we
have one budgeted new position, but the
greater plan is to make sure that we find
the existing resources within the
government and bring those into a
coordinated fashion.

COUNCILMAN KELLY: Well, do you
have the resources now?

MR. ARMBRISTER: We"re going to
have to go out and make sure that we
identify where they are. We think that
there are currently either positions or
functions, at least people doing
part-time or some people in other
instances doing full-time some of the
work that we can bring together, and
we"re going to help, with the Director,
identify what those resources are.

COUNCILMAN KELLY: Okay. Well,
this isn"t the time, | guess, to get into
the responsibilities of people running
that office. We"ll do that during the
budget, 1 guess, but could you tell me a

little bit about the Office of
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Sustainability, what they"re responsible
for?

MR. ARMBRISTER: The Office of
Sustainability will help us reach one of
our goals, which iIs to have a greener and
livable city, to make sure that the
government is focused on long-term,
sustainable, renewable energy sources and
making sure that the government operates
in a way that is green.

We also want to make sure that
it"s involved in helping us take
advantage of what is emerging as the
green economy, in which there are jobs
being created in that economy that are
not jobs that will necessarily leave the
region, that will be retained here. So
it"s going to have a very wide platform
and area of responsibility.

COUNCILMAN KELLY: I see.
Since you"re creating an Office of
Sustainability, you have an Office of
Transportation, you have an Office of

Business Services, as well as reopening
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the Office of Arts and Culture. The
people who are going to be responsible
for these offices, are they current
employees now, just being reassigned into
those different departments, or are you
going to be looking for new people to
take over those departments?

MR. ARMBRISTER: It depends on
the office. In some of the offices that
you"ve identified; for example, in
Transportation, 1 think it"s probably
fair to say they"re existing resources
within the government that we would --
because there used to be a Transportation
Office here before it was disbanded that
we would recreate. There were no
additional budgeted resources for
creating that office. We were just going
to reform that office, in effect.

As 1 mentioned earlier, we do
have one position in for the Office of
Sustainability and I think one position
in for the Office of Arts and Culture.

And it"s possible that the individual
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that can fulfill that office might be in
the government, but it"s also possible
that we might go outside.

COUNCILMAN KELLY: You might go
outside?

MR. ARMBRISTER: Yes, sir.

COUNCILMAN KELLY: And who is
really going to be responsible for it?
Is it the Managing Director"s Office?
Are all of these offices going to come
under the Managing Director®s Office?

MR. ARMBRISTER: No. The
Office of Transportation -- and I was
jJjust advised by the Budget Director |
misspoke on one response with respect to
Transportation. There is $500,000 in the
budget for the Office of Transportation.

COUNCILMAN KELLY: How much was
that?

MR. ARMBRISTER: Five hundred
thousand dollars that"s included. So 1
misspoke on that.

COUNCILMAN KELLY: That"s

included in this budget?
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MR. ARMBRISTER: Yes, sir.

And your question again? I™'m
sorry. | lost my train of thought.

COUNCILMAN KELLY: 1 just
wanted to know whose offices --

MR. ARMBRISTER: Oh, the
reporting requirements, right. The
various reporting responsibilities will
be either between the Mayor®s Office or
some other respective Deputy Mayor. So,
for example, the Office of Sustainability
is likely to be found in the Commerce
Department. The Office of Transportation
will be under the auspices of the Deputy
Mayor for Utilities, Rina Cutler, and the
Office of Arts and Culture will probably
be in the Commerce Department.

(Bell rung.)

COUNCILMAN KELLY: Okay. Thank
you, Madam President.

COUNCIL PRESIDENT VERNA:

You"re welcome.
The Chair recognizes Councilman

DiCicco.
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COUNCILMAN DiCICCO: Thank you,
Madam Chair.

And good morning.

MR. ARMBRISTER: Good morning.

COUNCILMAN DicCICCO:
Councilwoman Miller mentioned something
earlier about development along the
waterfront. Just for the record, there
are probably a dozen projects that we"ve
worked on that have been approved, but
there is no development happening on the
waterfront as well. There are two
potential developments that would like to
occur there, and if you"d like one,
again, | offer it, either one of them,
for your consideration and be glad to
have a meeting with you.

Speaking of casinos, iIn your
Five-Year Plan -- 1 think 1 had asked
this before. 1 thought the answer was
that you did not have any gaming revenues
built into the Five-Year Plan.

MR. DUBOW: We have revenue

beginning in 2010. So we assume that



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

98

2/26/08 - WHOLE - RES. 080173
revenue will start coming in in January
2010. We moved it back a year from where
it was In last year®s Plan. So there~s
no money in the "09 budget, but there is
money in the Plan.

COUNCILMAN DiCICCO: So if it"s
for "10 --

MR. DUBOW: Two years from now.

COUNCILMAN DiCICCO: Which is
about a two-year buildout. So what
happens if the casino construction does
not begin according to your timeline?
Because the way 1 see it, it almost means
that you would almost have to be under
construction now, because it"s about
roughly a two-year buildout for casinos.

MR. DUBOW: Right. We don"t
have the full amount. We assume some
ramp-up. There®s only, | think, about --

MR. AGOSTINI: It"s less than
half a year. 1 think it"s approximately
9.6 million.

MR. DUBOW: So eventually you

get up into the high 20"s. We have about



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

99

2/26/08 - WHOLE - RES. 080173
$9 million. So we"re really assuming
about a third of that year. But to get
to your question, if it"s delayed, then
that amount of revenue will go down. It
will keep getting pushed back.

COUNCILMAN DiCICCO: That"s my
point. 1 mean, 1 think 1 asked the
question of the Foxwoods folks yesterday
how long -- they will not have a
temporary facility. They"re going to
have a full-blown slots parlor, when and
if they get to build. 1 think their
answer was 20 to 22 months. So it"s two
months shy. |If they start today, they
would be two months shy of your 2010
projections.

MR. DUBOW: If they start
today, they"d be a couple of months
before, because we"re talking -- if we
have a third of the year, we“re talking
starting April 1st. But | understand
your point.

COUNCILMAN DiCICCO: Isn"t it

somewhat presumptuous to have those
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numbers in your Plan when they have not
even gotten approvals to start
construction? And I"m not being
critical. I™"m just -- 1 expect that
we"ll have casinos in Philadelphia. 1
mean, 1%ve said that publicly and 1°11
continue to say it. 1 just don"t know
when.

MR. DUBOW: Right. Well,
obviously we don"t know when either and
we were taking our best estimate. But
you"re right, it could be later than
that.

COUNCILMAN DiCICCO: 1 mean, 1
can"t imagine anything happening in terms
of construction, at best, at the very
least, six months out from today, and
that may be an ambitious schedule.

MR. DUBOW: So that would wind
up -- and then we"d have to reduce the
revenue.

COUNCILMAN DiCICCO: You"d be
in 2011.

MR. DUBOW: Right. Then we"d
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have to move some of those revenues out

of the Plan.
COUNCILMAN DiCICCO: 1 thought
you knew something 1 didn"t know. 1'm

jJjust trying to get to that.

Councilman Greenlee mentioned
something about the parking tax. At that
briefing we did a couple of weeks ago, 1
mentioned that there are a number of
parking lots that are managed by
companies that do not take credit cards,
they only deal in cash. 1 just want to
remind you that I think we need to look
at that, because 1 suspect that a lot of
those revenues from parking we haven®t
been receiving, and we"ll continue not to
receive it unless we look into that.

And also as a reminder -- and
I"m not sure if it"s still happening in
the stadium district. It was a major
problem a few years ago, which 1 brought
to the Street Administration®s attention,
where private companies were using their

parking lots for overflow parking for
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stadium events, sports events, and at
that time, we were getting zero from
those establishments. Some sort of

enforcement measures were taking place at

that time.

I just want to, again, bring it
to your attention. 1 think it"s worth
looking at again. 1 mean, we"re talking

significant numbers.

MR. ARMBRISTER: You"re right,
Councilman DiCicco. I do recall that
conversation, and certainly we will have
the Deputy Mayor for Transportation and
Utilities, Rina Cutler, look into those
very Issues.

COUNCILMAN DiCICCO: I think
that was all.

Thank you, Madam President. |
don"t have any more questions. Thank
you.

COUNCIL PRESIDENT VERNA: Thank
you.

The Chair recognizes

Counci lwoman Brown.
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COUNCILWOMAN BROWN: Thank you,
Madam President.

Mention was made of the
Administration®s intent to follow through
on the recommendations of the DHS report.
Where does the Administration stand with
the Blue Ribbon Commission report, which
for a year professionals of all stripes
met and representing all levels and
continuum of service? Where are you all
with a look-see at that report and a
roll-out or execution of any of those
recommendations?

(Witness approaching witness
table.)

COUNCILWOMAN BROWN: Good
morning.

DR. EVANS: Good morning.

COUNCILWOMAN BROWN: If you
could just update us or let us know where
the Administration stands with regards to
the recommendations that were cited in
the Blue Ribbon Commission report, that

would be helpful.
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DR. EVANS: Dr. Arthur C.
Evans, Director for the Department of
Behavioral Health and Mental Retardation
Services and also Acting Commissioner for
the Department of Human Services.

Councilwoman, as you probably
know, several things happened after the
issuance of the Blue Ribbon Commission
report on children®s behavioral health.
The First was the establishment of
something called the Leadership Council,
which is co-chaired by myself and
Administrative Judge Kevin Dougherty.
That group continues to meet. In fact,
we have a meeting coming up in the next
couple of weeks. That is a group of
people iIn government who are charged with
ensuring that the recommendations move
forward.

In addition to that, there is a
group of community advocates, providers,
a broad cross-section of people that
continue to meet on a monthly basis.

Again, a meeting is coming up in the next
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several weeks, and that group is charged
with having the community oversight over
the process.

In terms of specific things
that have been accomplished, the number
one priority of the group after the
report was issued was the building of
community supports for children. In
particular, there was a great concern
amongst all of us that this City relies
too heavily on residential care for
children. Many of those children are
outside of Philadelphia. They"re outside
of the state. And so there are a couple
of projects that we"ve started. Just to
give you a couple of examples, one of
them is that we are -- we have a joint
project that was funded by the Robert
Wood Johnson Foundation to transition
kids who are aging out of the child
welfare system and who are in residential
care, to bring those children back to the
community. We"ve identified -- we"re

working with 23 children currently to
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wrap services around them, bring them
back to the community. But the long-term
goal is to institutionalize those
services that we wrap around those
children.

COUNCILWOMAN BROWN: How long
is the Robert Wood Johnson grant?

DR. EVANS: That work -- well,
it wasn"t a grant per se. What it was
was technical assistance. We were one of
four jurisdictions around the country
that received technical assistance from
the Robert Wood Johnson to do this work.

We also just submitted a System
of Care grant to the federal government
working with the State of Pennsylvania to
do similar work.

So there are a number of things
that we"re doing. We have increased the
use of evidence-based practices, such as
functional family therapy, which is a
practice that we can use to keep children
in their own home and treat them in the

community.
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So that"s an example of the
kinds of things that we"re continuing to
do.

COUNCILWOMAN BROWN: So one can
presume from that that there is a
commitment to continue to make happen the
recommendations that have been cited?

DR. EVANS: 1 think there®"s a
strong commitment. Dr. Donald Schwarz,
who is the Deputy Mayor for Health and
Opportunity, is a pediatrician and has a
very strong commitment to seeing that the
recommendations go forward.

COUNCILWOMAN BROWN: Okay.
Thank you for your testimony.

Could someone speak to -- there
was some discussion about a review of the
workforce development agencies. Briefly
talk about what that is, what that means,
and do you intend to report back to
Council and let us know what your
recommendations are?

MR. ARMBRISTER: Yes. 1 think

I may have mentioned that earlier. The
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Administration is about to begin a
serious review of all of our workforce
development activities to try to better
streamline them and coordinate them and
make sure that we get a better bang for
our buck, so to speak.

We will be reporting back to
the Council. We"re not sure where the
recommendations may lead us. Some may
require some Council approval, but we
will report back to you on that activity.

COUNCILWOMAN BROWN: Okay. You
reference the Brookings report and you
say how Philadelphians pay more in taxes
as opposed to Camden or Boston. So can
you cite where does Philly stack up with
regards to those other cities?

MR. ARMBRISTER: We can
certainly get that information for you.

COUNCILWOMAN BROWN: Could you
provide that for us?

MR. DUBOW: We can tell you
also that every year Washington, DC does

a comparative of the largest city in each
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state and looks at their tax burden, and
Philadelphia consistently comes in in the
top two or three, depending on the income
level you look at.

COUNCILWOMAN BROWN: Okay.

(Bell rung.)

COUNCILWOMAN BROWN: Thank you,
Madam President.

COUNCIL PRESIDENT VERNA:

You"re welcome.

The Chair recognizes
Councilwoman Sanchez.

COUNCILWOMAN SANCHEZ: 1I™m
going to attempt to use my time wisely
since some of the questions were asked
already, but 1 wanted to go on record as
it relates to the Cohen tax. My
understanding from this tax cut, that it
is targeted more at working families who
live on the margin, and with an
acknowledged rate of 25 percent of our
citizens iIn poverty, | am not satisfied
that we"re presenting a budget where we

are more aggressive in our business tax
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cuts and then at the same time
eliminating this. So that I"m not
satisfied with.

With relation to the Housing
Trust Fund, going back to Councilman
Clarke mentioned this, we"re going to be
experiencing some massive CDBG cuts in
our budget, in our federal budget, and
that"s going to continue to decrease as
we continue to spend $10 billion iIn this
war a month. A million dollars is not
enough. So just that said. It"s just
not going to be adequate. When we"ve
spent so many millions of dollars, in the
case of the 7th Councilmanic where we
spent $14 million, most of it in
demolition, we have nothing to work in
terms of how do we rebuild the 20,000
vacant properties and lots that we have
in the 7th.

As it relates to the healthcare
piece -- | don"t know if you want to
respond to that before 1 keep going.

111 try to use my five minutes wisely
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and get on the record here.

As it relates to the healthcare
increase, | think it"s important, and we
haven®t done the best job possible, in
coordinating with some of our private
non-profits who do a lot of preventive
health services. So | would encourage
the Administration and Dr. Schwarz to
meet with some of these folks as we look
at where we"re going to make our
healthcare center investments so that
it"s complementary to some of the things
that are already going on in the area.

I don"t know if this question
was answered. The Office of Arts and
Culture, where is it going to fall? |Is
it going to be iIn the Mayor®s Office? Is
it going to be in Commerce?

MR. ARMBRISTER: We"ve kind of
gone back and forth. It will probably
reside in the Mayor®"s Office, but it will
have a very strong connection to the
Commerce Department, because we view it

as principally an economic development
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opportunity for us. But it will
organizationally reside in the Mayor®s
Office.

COUNCILWOMAN SANCHEZ: Will it
have the power to oversee how we spend
our current money as it relates to
marketing the City, the money that we can
give to Greater Marketing Tourism, or are
we just creating a position and not
giving this person the authority to look
at where we"re putting our money with
these private non-profits and other
stakeholders?

MR. ARMBRISTER: Clearly, we"re
not in the business of creating positions
jJjust to create positions. We think that
once created, the office will have the
requisite authority it needs to fulfill
its mission.

With respect to marketing, if
you mean broad marketing of the City, 1
believe that that function is primarily
rested in the Office of the City

Representative, and particularly you will
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have a Charter change provision before
you to consider that. Obviously the City
Representative, the Office of Arts and
Culture and other offices around the City
that work in marketing the City will all
coordinate.

One of the things that we are
very committed to in this Administration
is the coordination of efforts. People
may have defined responsibilities as to
job titles, but everybody is responsible
ultimately for marketing the City, and we
want to make sure that those agencies
that have a piece of that are all working
together, working on the same page, and
the City Representative in her current
capacity iIs working to a great extent to
make sure that that happens. And we
would think that when the Office of Arts
and Culture is in fact created and
staffed, that they will work with the
City Representative and get that done.

COUNCILWOMAN SANCHEZ: My

interest is to making sure that we"re
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maximizing how we market our
neighborhoods and some of the attributes,
that we have some of the ethnic
attributes in our neighborhood. So 1
don"t want it to get lost --

MR. ARMBRISTER: I understand.

COUNCILWOMAN SANCHEZ: -- in
the shuffle.

In your projections, you look
at a 23 percent revenue increase in real
estate growth. What are you basing this
on? Reassessments? For the budget, your
Plan.

MR. DUBOW: You mean 23 percent
over the five years?

COUNCILWOMAN SANCHEZ: Yes.

MR. DUBOW: Yes. We base that
on growth in market value.

COUNCILWOMAN SANCHEZ: So it
makes no assumption of full value?

MR. DUBOW: No. It assumes
that if full value is put in place, it
will be revenue neutral.

COUNCILWOMAN SANCHEZ: Okay.
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In lTight of the Safe and Sound situation,
when you talk about a $5 million
increase, is that $5 million that we"re
getting from our needs assessment from
the state or is the City making a $5
million commitment out of our general
operating?

MR. DUBOW: You"re talking
about the --

COUNCILWOMAN SANCHEZ: The
youth prevention, the violence.

MR. DUBOW: That"s out of City
funding.

COUNCILWOMAN SANCHEZ: So
that"s not state pass-through? We"re not
saying we"re looking to get --

MR. DUBOW: No. We"re
increasing City funding.

COUNCILWOMAN SANCHEZ: And then
that"s going to be coordinated as it
relates to some of those activities.
Because we just cut parent truancy
officers and some of these other elements

that are part of our youth violence
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prevention strategy. Does that mean
we"re going to reentertain how we use and
how we do some of those prevention
services?

MR. ARMBRISTER: I think the
final determination as to whether or not
any of those activities are, as you refer
to It, reinstituted will be a function of
how people evaluate their effectiveness,
and we would leave those determinations
to the policymakers to look at the
effectiveness and make sure that those
investments are appropriately made where
programs are in fact effective.

(Bell rung.)

COUNCILWOMAN SANCHEZ: 1 have
one more question.

COUNCIL PRESIDENT VERNA: No,
you don"t.

(Laughter.)

COUNCIL PRESIDENT VERNA: The
Chair recognizes Councilwoman Miller.

COUNCILWOMAN MILLER: Thank

you. Thank you, Madam Chair.
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I actually just want to
continue the discussion about the YVRP
funding. Thank you for the $5 million.

I actually think that that"s really a
good program. But two questions. In
light of the fact that there are nine
police districts that are, 1711 call
them, at the priority level because of
increasing crime, will any of those -- 1
don"t know whether the 24th or the 25th
is one of the nine. 1"m just thinking
about the three police districts that are
in my district that are not on this list
to be included for YVRP, and 1"m sure --
I don"t have the breakdown of the ages of
the people that are committing the crime,
but I"m sure many of them are between the
ages of 15 and 24.

Are we thinking about providing
services, additional services, as needed
and maybe YVRP services that are needed
in the 14th, 39th and 35th Police
Districts?

COUNCILWOMAN BROWN: Point of
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information, Madam President.

Madam President, point of
information.

COUNCIL PRESIDENT VERNA: The
Chair recognizes Councilwoman Brown for a
point of information.

COUNCILWOMAN BROWN: Yes. To
your question, Councilwoman Donna Reed
Miller, that"s why | put on the record
the value and use of the Children®s
Report Card, because it"s data driven.
It"s current data driven, and it speaks
to either the police districts or the
councilmanic districts, and some of that
information might be found in there.

COUNCILWOMAN MILLER: Okay.

COUNCILWOMAN BROWN: Thank you,
Madam President.

COUNCIL PRESIDENT VERNA: Thank
you.

MR. ARMBRISTER: Right.
Councilwoman Miller, the program, as you
know, currently operates in the 12th,

9th, 24th and 25th Police Districts.
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Certainly -- and it"s considered to be a
highly effective program, and I think
it"s fair to say that those who will be
evaluating where to target the investment
of this additional resources will
certainly look at the other districts
around the City to make sure that we can
get the highest return for the
investment.

So I would assume that the
districts that you mentioned, I guess the
three in your councilmanic district, will
certainly be considered, but 1 can"t
assure you at this point that they would
in fact be included in that program, but
they would certainly be considered in the
expansion.

COUNCILMAN GOODE: Point of
information.

COUNCILWOMAN MILLER: 1 bring
those districts up because --

COUNCIL PRESIDENT VERNA:

Excuse me.

The Chair recognizes Councilman
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Goode for a point of information.

COUNCILMAN GOODE: Excuse me,
Counci lwoman.

Just real quickly, 1 was going
to raise this a couple other times that
the YVRP issue came up. Under the last
Administration under a series of
questioning in a number of different
hearings, the Director of Social Services
eventually had to admit that while the
program is highly effective, it was not
necessarily targeting the most at risk,
and their judgment of what was most at
risk really was a matter of layering
social services to the same clients. In
other words, a lot of what they decided
to do was client driven, which from their
standpoint made a lot of sense, but it
was not necessarily data driven.

And so my question in following
up is, regardless of whether we"re
talking about police districts or whether
we"re talking about targeting areas of

the City, at the end of the day if the
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end purpose of the program is to deal
with the most at risk, are we going to
use a data-driven approach to make sure
we"re actually finding those that are
most at risk as opposed to just trying to
layer services to those who are already
in the system? 1"m assuming that the
most at risk are in the system, but that
doesn®"t mean that the program is actually
targeting them.

MR. ARMBRISTER: May 1 respond
to that, Councilwoman?

COUNCIL PRESIDENT VERNA:
Please.

MR. ARMBRISTER: I think it"s
fair to say that certainly under this
Administration we"re going to be data
driven. Under the direction of the
Managing Director, who has already
started our PhillyStat meetings, the
Administration is working very hard to
try to identify the data that drives our
policies, that drive the results that we

are trying to achieve, and | think it
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would be fair to say that the investments
that we intend to make with the resources
that you all will provide to us will be
made in the most effective manner based
on the data that we have. Everybody may
not agree on the data, but the results
and the decisions will be made with
respect to data at some point.
COUNCILWOMAN MILLER: Well, the
reason that 1 asked about expansion is
because those three police districts that
I name are three of the nine police
districts that have escalated in crime,
and as 1 said, 1"m sure some of those
folks that are committing those crimes
are young people. And given the fact
that the Beacon centers are no longer
operating in the evenings and that"s
where a lot of -- that"s the time that
the Beacon centers -- and 1 want to say
that, and 1 don"t know whether it"s
across the board, but all the calls that
1"ve received, it pretty much sounds like

the evening programs have been
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eliminated. Is that not true?

MR. ARMBRISTER: That is
incorrect. The Beacon programs that
included after-school programs have been
retained. The Beacon programs that went
beyond after school, those activities
beyond the after-school in ten of the
Beacon sites have been curtailed, as far
as | understand.

COUNCILWOMAN MILLER: Say that
again, please. 1 know the after-school
has been maintained.

MR. ARMBRISTER: The Beacon
programs where there are after-school
programs, where there are after-school
programs, the after-school programs have
been retained, as far as 1 understand.
The programs that went beyond the
after-school activities in ten of the
programs, as | understand it, were in
fact eliminated, but I can certainly
confirm that with the --

COUNCILWOMAN MILLER: Because

you"re saying that ten of the Beacons
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will no longer have evening activities?
Is that what you"re saying? Because I
got a call on Friday from a person that
has four Beacons that will no longer have
evening activities, which will actually
put hundreds of young people back on the
streets of Philadelphia.

(Witness approached witness
table.)

DR. SCHWARZ: Don Schwartz.

Councilwoman, as you know, this
has been a confusing issue.

COUNCILWOMAN MILLER: Right.

DR. SCHWARZ: We met with
providers yesterday and are discussing
with Safe and Sound the best way to deal
with what are called the family
preservation, which were the evening and
weekend programs. There will likely be
some reduction in funding. The question
as to whether the ten centers that were
identified will take all of that
reduction is not yet entirely clear, but

we expect to have an answer for you by
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tomorrow. Part of the issue has to do
with what information is available to us
from Safe and Sound.

COUNCILWOMAN MILLER: Okay.
That"s good. Because, | mean, | know
that originally you gave us a list of
ten, but then these folks that called me
on Friday are outside of that ten. But I
would appreciate the information tomorrow
when you get it.

(Bell rung.)

DR. SCHWARZ: 1°11 make sure
that you have it.

COUNCILWOMAN MILLER: Give it
to Council President Verna.

DR. SCHWARZ: And 1711
distribute it to the rest of Council as
well.

COUNCILWOMAN MILLER: Council
President, some of my time was taken up
by Councilwoman Brown and Councilman
Goode.

COUNCIL PRESIDENT VERNA: No.

We did add --
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COUNCILWOMAN MILLER: They
wanted these points of information. So I
really only got —-

COUNCIL PRESIDENT VERNA: We
added three minutes.

COUNCILWOMAN MILLER: 1 really
only got a chance to ask one question.

COUNCIL PRESIDENT VERNA: We
did add three minutes.

COUNCILWOMAN MILLER: All
right.

COUNCIL PRESIDENT VERNA: 1T I
may, 1 would just like to ask a question
here. On Page 23, you mention that the
state has $94.7 million in its 2009
budget for wage tax reductions in
Philadelphia, and that is not reflected
in the Plan. If we do receive these
funds from the state, how will the wage
tax be reduced?

MR. DUBOW: If we receive that
funding, the wage tax would actually --
the resident wage tax rate would actually

go below 3.9 percent in "09 and it would
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reach 3.5391 by 2013, and for the
non-resident rate, it would go to 3.48
percent in "09 and down to 3.11 percent
in 2013.

COUNCIL PRESIDENT VERNA: Will
Council have to pass an ordinance, and if
so, what would be the timing of this?

MR. DUBOW: Council would have
to pass an ordinance. We will find out
the final numbers in April. So we would
get an ordinance to you then.

COUNCIL PRESIDENT VERNA: And

we would have to pass it before we

recess?

MR. DUBOW: Yes. Yes.

COUNCIL PRESIDENT VERNA: Thank
you.

The Chair recognizes Councilman
Goode.

COUNCILMAN GOODE: Thank you,
Madam President.

COUNCIL PRESIDENT VERNA:
You"re welcome.

COUNCILMAN GOODE: Getting back
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to the issue of economic development,
within the Five-Year Plan on Page 75, one
of the goals is to improve the
performance of the Commercial Corridors
Program. Can you explain what that
means?

MR. ARMBRISTER: What we"d like
to do is to take the Commercial Corridors
Program that has been in existence
heretofore to ensure that the funding
that we"re going to provide to it
actually results iIn enhanced activity on
those commercial corridors. Under the
Commerce Department, when we have the
person who is going to be in charge of
the business services, we hope to make
sure that this is one of the focuses of
that activity and to make sure that those
services are brought to the commercial
corridors in a way that they haven®t been
before.

COUNCILMAN GOODE: As part of
that, when the Commercial Corridor Bond

was presented and floated, included in it
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was the Philadelphia Small Business Loan
Guarantee Program. The authorization for
that program came from the Commercial
Corridor Bond, and in previous Five-Year
Plans when the Commercial Corridor
Program was discussed, that Small
Business Loan Guarantee Program, which is
a pet project of mine, was included. 1
don"t care whether it"s included as part
of the Commercial Corridor Bond Program
or included elsewhere, but what is the
status of the Small Business Loan
Guarantee Program?

MS. GILLEN: Hi. 1"m Terry
Gillen. 1"m Senior Advisor to the Mayor.

Councilman, are you referring
to the program that"s in PCDC?

COUNCILMAN GOODE: No.

MS. GILLEN: Then 1"m not
familiar with the --

COUNCILMAN GOODE: There was a
Small Business Loan Guarantee Program,
and Council had a series of hearings

around small business lending. There was
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a task force developed by the Greater
Philadelphia Urban Affairs Coalition and
had a series of recommendations. One was
for a Small Business Loan Guarantee
Program. That concept was included
within the Commercial Corridor Bond
Program and there was supposed to be a
line of credit for $5 million
established, and through past testimony
hearings, there was supposed to be an RFP
put out for oversight of that program
through the Neighborhood Transformation
Office.

MS. GILLEN: Oh, I"m sorry.

Yeah. Yes, I"m familiar with that, and
we are -- as part of the rethinking of
the Commercial Corridor Program that Clay
referred to, we"re trying to decide
whether to park that, frankly, in the
Commerce Department or to pull in some of
the commercial corridor programs that NTI
has been running and that PCDC has been
running and whether to combine them all

in the Commerce Department. So we



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

131

2/26/08 - WHOLE - RES. 080173
haven®t moved ahead with it for that
reason, but 1"m familiar with what you"re
talking about now.

COUNCILMAN GOODE: As 1 said,
I"m not really concerned where i1t"s
placed, whether it"s in Commerce or
whether it"s under NTI or where it"s at.
I"m just more concerned with the status
of the program.

MS. GILLEN: Yeah.

COUNCILMAN GOODE: Because the
program was actually about seven years in
the making.

MS. GILLEN: Right.

COUNCILMAN GOODE: And we
thought we had some movement last year,
and what we were told last fall, that an
actual RFP was being put out, but, of
course, in the transition of the
Administration, 1 want to make sure that
the Small Business Loan Guarantee Fund is
a priority.

MS. GILLEN: Yes. We

understand that it is a priority and
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we"ll be moving on it, and the reason you
haven®t heard of anything, it"s just
because we"re rethinking the whole
commercial corridor piece.

COUNCILMAN GOODE: But part of
the concern, too, was that it was dropped
from the Five-Year Plan. It was in
previous Five-Year Plans.

MS. GILLEN: Was there a
particular amount that was supposed to be
put in?

COUNCILMAN GOODE: A $5 million
line of credit.

MS. GILLEN: Oh, the $5 million
for a line of credit? Over what period
of time?

COUNCILMAN GOODE: Per year.

MS. GILLEN: Five million a
year?

COUNCILMAN GOODE: But
essentially the $5 million, if the loans
go right, is never used. So it"s --

MS. GILLEN: Right. So it

revolves. Exactly. Yeah. Okay. We"ll
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look into it. |1 don"t know why it was
dropped.

COUNCILMAN GOODE: Thank you.

MS. GILLEN: Sure.

COUNCIL PRESIDENT VERNA: Thank
you.

The Chair recognizes Councilman
Jones.

COUNCILMAN JONES: Thank you,
Madam Chairman.

In reference to the Mann Music
Center and the Dell, how much revenue
does the Mann Music Center generate
annually versus the Dell?

COMMISSIONER CARAPUCCI: Bill
Carapucci, the Recreation Department.

I can®"t answer what the Mann
generated, but last year for the eight
shows, the cost was approximately 650,000
and the revenue was around 200,000.

COUNCILMAN JONES: Do we
subcontract out the operations of the
Mann and the Dell?

COMMISSIONER CARAPUCCI: Again,
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I can*t answer for the Mann, but 1 know
with the Recreation Department we handle
99 percent of i1t, the Recreation
Department. We handle the maintenance,
we handle all the skilled trades
operations there, and we do all the
bookings, most of the bookings and things
like that.

COUNCILMAN JONES: I am very
concerned about that operation. When 1
look at the Mann and when I look at the
Dell, the Mann Music Center, which is a
fine recreational activity -- 1 love
Bach, I love Brahms, little Beethoven,
Chopin every now and then, but I also
like the Delfonics, the Temptations and
the Stylistics. You can throw a little
Jill Scott in there, if you®d like.

My point is, the vast majority
of people who go to the Mann Music Center
come from outside of the City of
Philadelphia to enjoy Philadelphia, spend
money, and that"s a worthwhile activity.

The vast majority of people that attend
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the Mann Music Center are Philadelphians,
and for them, that"s their big night out
during the summer. 1 don"t want to lose
that in the process. And even though it
looks like it"s in the 5th District, it
is actually in the 4th Councilmanic
District in the park. So 1 would be
concerned about any plans to privatize
it. |1 would be concerned about how
revenue will be generated, whether there
will be opportunities for local
promoters, local acts, local talent in
the City of Philadelphia to participate
in it, and 1 want to be kept abreast of
how we proceed on the study of how -- and
I want to know, have we met with the
Friends of the Dell?

COMMISSIONER CARAPUCCI: Yes, 1
did, January 21st.

COUNCILMAN JONES: And what is
their position on this?

COMMISSIONER CARAPUCCI: They
are very concerned about, over the past

number of years, how the ticket sales
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have dropped tremendously, and most of
the family of the Dell, they themselves
were ticket holders for years and they
would like to see something changed to
where we could bring this back to where
it was.

COUNCILMAN JONES: 1 like
change, and it"s a new day, but all
progress ain"t forward for everybody, so
I want to monitor how we move with that,
please.

My next question is on the
previous concern about the commercial
corridors in the City of Philadelphia.

That"s a long walk up there,
before my five minutes is up.

(Witness approached witness
table.)

MS. GILLEN: 1 got it. Got it.

COUNCILMAN JONES: And 1 know
we"re anxiously anticipating the arrival
of the new Commerce Director, but some
things and food for thought. The

relationship between the Philadelphia



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

137

2/26/08 - WHOLE - RES. 080173
Commercial Development Corporation, the
Philadelphia Industrial Development
Corporation and the Minority Business
Enterprise needs to be examined. |1
believe there is an opportunity for
synergy. And similar to what the 8(a)
programs do for federal-assisted DBE,
minority and female companies, 1 think we
have a unique opportunity, the resources
of those three agencies, to replicate
that in some small way for the City of
Philadelphia. It is my understanding
that we do an annual contracting out of
services such as grass cutting in the
City of Philadelphia, and that currently
goes to a firm up in King of Prussia. We
have a 17-day rotation for grass cutting.

Is that right, Commissioner,
roughly?

COMMISSIONER CARAPUCCI: The
Recreation Department is 14 days.

COUNCILMAN JONES: Okay, 14
days.

Well, that"s a 14-day
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opportunity for a homegrown c
choose to use that as a devel
opportunity within Fairmount
other places.

1°d also like to se
the unique experience of havi
and having run PCDC, a synerg
contracting opportunities and
capital resources to small bu

a graduated manner that a com
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Park and

e, having
ng run MBEC
y between
actual
sinesses 1in

pany in

PCDC"s portfolio might graduate to PIDC.

So a small tabloid that started a

newspaper might actually beco

newspaper .

me a daily

Thank you very much.

(Bell rung.)

MS. GILLEN: Sure.

COUNCILMAN JONES:
for thought.

MS. GILLEN: Okay.

Just food

COUNCIL PRESIDENT VERNA: Thank

you.
Councilman Clarke.

COUNCILMAN CLARKE:

Thank you,
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Madam President. [1°11 pick up where 1
left off.

The video surveillance program,
what are you budgeting over the Five-Year
Plan for the continuation of the program,
particularly as it relates to capital
costs and then operations?

MR. ARMBRISTER: They"re going
to get me the figures. |1 believe we put
in enough money for another 200 -- 1
think it was about 200 cameras, |
believe, but I°1l have the number
shortly.

It was 250 cameras.

COUNCILMAN CLARKE: While you
guys are looking for the number, and 1
understand we had a change in the
Administration, but this was something
that all members of Council supported in
a very aggressive way. Councilwoman
Miller and I actually sponsored a series
of ordinances. We had projected in the
initial Plan of ultimately getting to a

thousand cameras citywide, and | believe
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the Police Department utilizing Comstats
had done an analysis on projected phases
in the out years, and 1 want to know,
first of all, as it relates to the first
250 -- and I think we have actually
allocated enough funding in this current
fiscal year to, at a minimum, deal with
the current contract that we have with
Unisys, but my understanding of the
roll-out, if we were to go to a thousand
cameras, | think it"s like the first
three years there"s a substantial cost as
it relates to the installation and the
roll-out of those cameras, and then in
the fourth year and subsequent years, the
cost goes down dramatically, because
you"re essentially talking about
personnel costs down at the PAD for
monitoring purposes and some maintenance
fees associated with the cameras. And 1
want to know, is there a drastic change
in the last Administration/last Council®s
initiative as it relates to cameras, and

if so, what the dollars are reflected,
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and is it reflected in the budget to
ultimately get to a thousand cameras or
at least be on the path to get to a
thousand cameras?

MR. DUBOW: Yes, it is. We
left the funding that had previously been
in the Plan in there and added $2 million
more in "09.

COUNCILMAN CLARKE: And is it
the belief that the $2 million will get
us to -- I guess my question is --
because 1 haven"t really been involved,
and actually 1 have a meeting tomorrow
with Mr. Gillison to talk about some
phases of this, because we were
intimately involved iIn the process early
on and 1"m a little concerned
particularly as it relates to the
management of the program. Upon some
discussion with some of the members of
the Administration, 1 just found out that
some of the discussions had terminated
relating to other agencies. As an

example, the Philadelphia Housing
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Authority apparently had 25 cameras that
they were prepared to put online. They
wanted to have an arrangement with the
City to do some monitoring of some of
those systems. There are a number of --
I know that Councilwoman Miller actually
pulled together a meeting with
Councilmembers and some of the state
stakeholders, elected officials and they
had tentatively committed the funding for
cameras from the state, so, therefore, we
wouldn®t have to have the full tilt.

So I just want to make sure
that we"re going to have some
continuation of the flow.

(Witnesses approached witness
table.)

COUNCILMAN CLARKE: And if
there are any copyright infringements,
please discuss that also.

MR. GILLISON: Good afternoon.
Everett Gillison, Deputy Mayor for Public
Safety, along with Commissioner --

COUNCIL PRESIDENT VERNA: 1™m
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sorry. Pull the microphone closer.

COUNCILMAN CLARKE: And
actually as a veteran, | want to sneak
this in real quick. I1"m on my five
minutes.

And I would also like a little
more clarification of the rethinking of
the commercial corridor. The prior
Administration committed a number of
dollars to the commercial corridors, both
in, 1 guess, capital costs with
streetscape and some other activities as
it related to management, and 1°d like to
know, is that being rethought where there
might possibly be some reallocation of
those funds, a recommitment of those
funds to other either areas or
strategies?

DEPUTY COMMISSIONER GAITTENS:
Good afternoon. 1°m Deputy Commissioner
Jack Gaittens, Police Department.

As far as the cameras go, we
are still hoping to get 250 cameras

installed by the end of this year. We
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are running into some issues out in the
area of 52nd and Market. By this time,
we should have had 70 cameras installed.
We currently only have nine up, and we"ve
only accepted five of those cameras.

So there are issues with the
vendor at this point in time. We are
trying to work through them. There are
engineering issues. There are agreement
issues as far as where the cameras can be
hung, whether it"s on PECO poles or on
SEPTA infrastructure.

(Bell rung.)

DEPUTY COMMISSIONER GAITTENS:
The Law Department, the vendor and the
Police Department, we are all working
together to try and iron those issues
out. And in the out years, at least in
the next year, we were anticipating
adding another 250 cameras. We are
trying to get the cameras into all areas
of the City. So, yes, we are still
moving forward with that.

As far as Housing, we are
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talking to Housing again about the
possibility of putting cameras up in the
Housing areas. However, it only makes
sense to try and get our system up and
running and stable Ffirst before we go
adding anybody else onto it. It"s not a
question of not wanting to. It"s just
the proper way of going about it.

COUNCILMAN CLARKE: Right. One
of the things that I didn"t want to do,
have us not have an opportunity to take
advantage of a commitment, particularly
as it relates to capital costs, from any
other agency or any other elected
official because we"re not in the
position to bring them online yet. |
would like for us to have at least a
policy where we can lock that commitment
down in terms of funding, because this
is, as you all know, a very costly
endeavor, but I think It"s a worthwhile
endeavor as we move ahead.

MR. GILLISON: Deputy Mayor

Everett Gillison.
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We"re exploring all of those
relationships now. We"re trying to put
all of those things together now so that
as these things and we work out the
technology, we will be able to deal with
that, but a lot of those issues are
technology, having problems basically
meeting up with one another, and if we
can get that ironed out now, then when we
go forward, it will be a lot simpler. So
thank you.

COUNCILMAN CLARKE: And we®"l1l
discuss it tomorrow.

MR. GILLISON: Yes. We"ll be
discussing that tomorrow.

COUNCILMAN CLARKE: Thank you.

MR. ARMBRISTER: Councilman
Clarke, before the egg is --

COUNCIL PRESIDENT VERNA: It"s
been done.

MR. ARMBRISTER: The egg is
done? Okay.

COUNCIL PRESIDENT VERNA: Thank

you.
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The Chair recognizes Councilman
Kenney.

COUNCILMAN KENNEY: Thank you,
Madam President.

Probably the most remarkable
part of this budget and probably the most
remarkable thing 1°ve seen in 17 budgets
is the pension bond issue and --

MR. ARMBRISTER: You managed to
clear the table, Councilman Kenney.

COUNCILMAN KENNEY: Jack, you
are fast. | wouldn"t want you chasing
me, Jack.

(Laughter.)

COUNCILMAN KENNEY: --
(continued) is probably the most
remarkable thing that 1"ve seen since
1"ve been here, primarily because we put
off dealing with this for so long. And I
know we"ve been briefed privately about
the issue and we"ve talked about the
benefits of it, but 1 think for the
record and for the public®s understanding

of it, if you could just go through the
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benefits of undertaking this 95 percent
funding issue, borrowing the amount of
money we"re borrowing, what it does for
us in a positive way, and then talk about
a couple of the potential pitfalls that
we need to pay attention to.

MR. ARMBRISTER: Councilman
Kenney, 1°"m going to turn it over to
Steve Agostini to describe the elements
of it, but I just want to say on behalf
of the Administration that we wrestled
with some significant challenges to
putting the Five-Year Plan together, one
of the most significant of which are the
burgeoning pension costs, burgeoning
healthcare costs, and the idea of doing a
pension obligation bond was put forward
to address at least one of those issues,
which is the fact that we have a
significantly underfunded pension
liability in the billions of dollars.

Steve, working together with
the Finance team, have proposed this. It

is not something that"s going to be
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easily done, and we would hope that if we
could successfully complete it, that the
Pension Fund will be one of those things
in which we"ve made a significant
investment for the long-term benefit of
the citizens of Philadelphia. That"s
really what we were trying to do. It is
very forward-thinking in that regard.

So with that brief
introduction, 1711 let Steve tell you
about the elements for the record.

MR. AGOSTINI: Councilmember,
Steve Agostini, Budget Director.

What we were trying to do is
find a way to address the 52 percent
funded and getting that up higher, and
what seemed to make sense, given what was
going on with the markets, was actually
borrowing in the marketplace for an
interest rate that was significantly
lower than what we are currently paying
on a borrowing or indebtedness, if you
will, to the pension system to get us to

that full-funded level. The current
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level of interest that we are paying is
approximately eight and three-quarters
percent. Market rates are in the five
and a half to six percent range. So the
difference of almost two and a half
percent to us seemed to make a very
sizable impact on our budget.

So what we are proposing is a
borrowing that would fund the system to
95 percent. It would also enable us to
defease the existing pension obligation
bond from the 1999 period, a billion
dollars to defease that, three and a half
billion dollars for purposes of funding
the system.

We believe the benefits are
funding the system at 95 percent, getting
ourselves to defease the POBs in the "99
series in advance of when they"re
scheduled to be defeased, which is about
2028. We believe it will tell a good
story to the rating agencies, because
we"re addressing a very sizable liability

that, as you described, hasn®"t been dealt
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with before.

We think it tells a good story
in terms of our overall debt and lowering
that level of the percentage of our
expenditures dedicated for debt from
about 15 percent to about 13.8 percent.
And we believe it"s going to generate
some sizable General Fund savings,
primarily because we"re borrowing it at
lower costs.

With respect to pitfalls and
some of the things to consider as we put
this together, it"s a sizable issuance.
Four and a half billion dollars is a big
number. We"re encouraged, but also
mindful that other communities are out
there in this period of time trying to
issue sizable debt. The largest we"ve
heard is that Illinois may potentially do
a $20 billion pension obligation bond
issuance in the coming months.

We"re funding at less than the
hundred percent. We"re getting to the 95

percent. That"s going to be a little
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tricky in terms of how we move forward to
be sure that we"re not consuming General
Fund savings. The turmoil in the
municipal bond insurance industry is
something we"re going to have to pay
attention to as well. Normally we would
try to get insurance for this, but that
may be a little tricky. And it"s a
lot —- 1t"s just a lot of paper to be out
there for the City, and that"s going to
be tricky.

We have a team that we have to
put in place, a lot of assumptions we
have to test, actuarial assumptions, as
well as what happens in the market. So
we still have a lot of work ahead of us.

COUNCILMAN KENNEY: I think
it"s analogous to a person who has not
gone to the doctors for 25 years and
finally goes and gets their blood work
done and, wow, we got to do something
before the patient dies, and 1 admire the
fact that you"re willing to take this on.

(Bell rung.)
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COUNCILMAN KENNEY: And I think
it"s going to be tough and understanding
to sell i1t, plus -- and people
understanding what it"s doing, but 1
think in the long run it"s going to take
a lot of the burden away from us going
forward and getting the things done we
need to get done. So I just wanted an
explanation for the record.

COUNCIL PRESIDENT VERNA: Okay.
To follow up on that for some
clarification, on Appendix 5, Page 5, you
break down the fringe benefit allocation
for the Five-Year Plan. Can you explain
why there isn"t a pension obligation
payment in 2009?

MR. AGOSTINI: Madam President,
what we have set aside in that -- I don"t
have the table in front of me, but if I
call, the number for pension related is
about $417 million. Embedded in that is
not only our normal contribution costs,
but also a portion of about -- in that

417 is the normal cost, plus what we
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would have made available to make our
first deposit into a reserve fund.

We anticipate that we would be
able or at least our target is to borrow
before the end of the calendar year, this
calendar year. |If indeed that"s the
case, what we have planned is that the
first pension obligation debt service
payment would occur in the subsequent
fiscal year, in 2010. That would be the
first year. And we would sort of, as you
would with a mortgage payment, you would
not have to make that first payment.

IT for some reason that does
not occur, we have sufficient funds
available to make that payment in the
first year for the debt service. But we
thought we were being prudent in terms of
planning, we had money set aside, and
whatever doesn"t get deposited in that
first year, we would argue, would go into
the reserve fund as the buffer for our
pension obligation borrowing.

MR. ARMBRISTER: In effect,
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we"ve capitalized next year®s payment, iIn
effect, in that we will borrow the money
and utilize the actual proceeds of the
bonds to make the payment, thus freeing
up the payment. But as Mr. Agostini
mentioned, if we don"t have the bond
issue completed by that year, we will
have sufficient monies in reserve to do
it.

COUNCIL PRESIDENT VERNA: So
what you"re saying is to the extent that
for whatever reason the Administration
cannot market the new bonds before the
payment is due on the existing bonds,
that you will still have the money?

MR. AGOSTINI: Madam President,
in that $417 million is approximately
$350 million that would be available for
either the first debt service payment or
a deposit into the reserve fund. So if
we do not end up making a debt service
payment until 2010, what we would
recommend and part of the structure of

this is that that 350 million
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approximately would be set aside and put
into a reserve fund. Those would be
General Fund dollars. However, if we do
end up, for whatever reason, moving much
more quickly in terms of structuring this
and we have a debt service payment that
would have to be made in Fiscal Year "09,
there are sufficient funds in that amount
to make that debt service payment.

COUNCIL PRESIDENT VERNA: What
is the debt service?

MR. AGOSTINI: Madam President,
what we had assumed was approximately
$300 million based on a 25-year issuance
with a 5.83 percent interest rate -- that
was based on market conditions about
three, four weeks ago -- with a four and
a half billion dollar total issuance, but
about 14 percent of that would be other
funds and about 86 percent of that would
be the General Fund.

COUNCIL PRESIDENT VERNA: 1
think our schedule indicated that we

would be taking a lunch break at 12:30.
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It is now ten of 1:00. I would like to
recess until ten of 2:00 so we could all
go back to our offices and return a call
or two and check whatever else.

(Short recess.)

COUNCIL PRESIDENT VERNA: We
are now resuming our public hearing of
the Committee of the Whole and I believe
the next Councilman to be recognized is
Councilman Green.

COUNCILMAN GREEN: Thank you,
Madam President.

Thank you for coming back after
lunch. 1 have a few questions more on
revenue assumptions.

Steve, if 1 could go back to
you. 1"m just wondering how historically
the wage tax, BPT, et cetera, growth
compares to the national number that you
were talking about earlier.

MR. AGOSTINI: Madam President,
Councilmember, what I have done is, |
went back about 25, 30 years and looked

at what was being produced by the
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economy, and then tried to compare
that -- Philadelphia economy to sort of
county boundaries, and compared that to
what was happening nationally, and what 1
was finding, that on average we perform
at about inflation; that is, we grow at
inflation. Some years we grow a little
higher than inflation, some years not.

In the last five years, since
2003, we"ve been growing at slightly more
than inflation, about a half a percent to
a percent, depending on the year, which
suggests that we"ve got significant wage
growth, we have maybe some job growth in
those areas where wages are higher, and
the economy is still sort of steaming
along, which sort of proves its
resilience.

There is a relationship there
and I would say there is that kind of
difference where when we"re growing,
we"re probably growing slightly slower
than the national economy, not as

strongly as the national economy, but
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when we dip, it isn"t clear that we dip
as severely as the national economy
either.

Now, what 1 tried to say
earlier is that we"re iIn a sort of new
world right now and we haven®t had a very
severe recession in a while, so all kind
of bets are off until we actually see
what goes on. Because of that, what we
assumed in most of the revenue areas,
with the exception of the wage tax, is
that we thought we"d be conservative and
look at somewhere between two and a half
to three percent growth for those
revenues that we didn"t really have a
very strong sense of how they would
perform. So for sales taxes, for
example, you™ll see retail sales taxes
growing at about two and a half percent
per year over the Plan.

For the real estate transfer
tax, you"ll see a drop in 2009. That
reflects what we had anticipated -- 2008

and then a slight growth in 2009, which
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reflects what we"ve been experiencing in
receipts to date.

On the wage tax growth, because
we"ve been seeing this kind of very
strong growth, we were at three and a
half percent and then four percent in
subsequent years.

COUNCILMAN GREEN: And is there
a correlation between wage tax -- in
other words, you were comparing the
growth of the local economy to the growth
of the national economy. Have you
compared growth in wage tax receipts to
growth in the national economy, which is
really the comparison that you®re making?

MR. AGOSTINI: Councilmember,
yes, we have. It"s sort of preliminary.
We"ve actually done some modeling. 1"ve
had some students from Fels at Penn
helping me with this. We"re in a
preliminary state, but I think we"re at a
place now where we actually do some
really rough testing about that

relationship from the national economy to
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the local economy to the wage tax, and
there are some relationships there.

COUNCILMAN GREEN: Yeah. So
you used national figures, not Philly Fed
figures on —-

MR. AGOSTINI: Actually,
Councilmember, 1"m using a range of
national figures. 1"m also looking at
the indicators that the Philly Fed
produces. 1"m trying to pull, for
example, the reports in the Beige Book
that are done for the Philadelphia
economy that go to the Federal Reserve as
they contemplate what"s happening in the
economy. I1"m trying to pull as much
information from a number of sources as
possible.

COUNCILMAN GREEN: Given the
recent sort of analysis by the Controller
of activity expected through December
down, I can"t remember, 1.87 percent or
something and Fed forecasts through the
end of next year, Philly Fed forecasts,

do you think that three and a half
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percent in the current year and four
percent in the out years, would you
characterize that growth as aggressive?

MR. AGOSTINI: Councilmember,
no, I don"t think it"s aggressive. |
mean, I"m looking at the Congressional
Budget Office forecast right in front of
me right now, and for 2008, there"s an
assumption that there®s going to be a
slowing iIn the economy. For 2009,
they"re anticipating nominal growth of
about 4.8 percent. So that"s almost a
full percent above what we had built into
the wage tax growth.

COUNCILMAN GREEN: Okay.-

MR. AGOSTINI: So I think we"re
being somewhat conservative. But, again,
I can"t caution enough, if we"re in the
beginnings of a recession, all of these
numbers before us are going to change.

COUNCILMAN GREEN: 1 would love
to see the results of the sensitivity
analysis or studies that you®"re doing

comparing wage tax growth to growth in
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the local economy and growth in the
national economy, same thing with BPT,
same thing with -- just for my own
information.

MR. AGOSTINI: 1 would love to
show you that.

COUNCILMAN GREEN: 1"m curious
about how that actually works out.

Also, have you built a
recession case? | mean, have you done
any kind of sensitivity or aggression
analysis, standard deviations to --

MR. AGOSTINI: We talked about
it, Councilmember, Madam President. We
talked about it a lot, and because it"s
really early, we didn"t know sort of
where to go with that. 1 mean, there's
some economists who think It"s going to
be severe. There are some at the federal
level who don"t think it"s going to be as
severe. So trying to build a band around
that proved to be a little tricky, and we
went with kind of a point estimate, iIf

you will, but we"ve been thinking what
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happens, and 1 think the place where
we"re going to be watching very carefully
is on the real estate transfer tax,
because that seems to be the early
bel lwether.

Having said that, our sales
taxes are still coming in pretty
strongly. Our wage taxes are still
coming in pretty strongly for the year.
So we haven®t seen the weaknesses in
other areas just yet.

COUNCILMAN GREEN: 1 do think
that the Controller estimates actually
lower economic activity this year than

last year, doesn"t he?

MR. AGOSTINI: 1 haven"t seen
the report that you"re referencing. I1°11
go and take a look at it. I just don"t

have it in front of me.

COUNCILMAN GREEN: Okay.

MR. DUBOW: Even with that
activity -- and there"s definitely been,
all reports, there"s been some slow-down

in the rate of growth -- we have not seen
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that hit our wage tax yet. And the sales
tax after a period of relative weakness
has actually come back stronger. So what
we"re seeing in our taxes is that they
are -- they"ve been resilient during this
slow-down in the economy.

COUNCILMAN GREEN: Okay. So
1"d like to move on to the pension
obligation bond.

Have you hired an FA, financial
advisor?

MR. DUBOW: We have not. We
are putting together an RFP right now for
that. So we plan to have one hired
relatively quickly.

COUNCILMAN GREEN: So you"re
going to hire an FA through an RFP?

MR. DUBOW: Correct.

COUNCILMAN GREEN: Lowest
responsible bidder?

MR. DuBOW: Well, I mean,
there®s more to it than just the lowest
bid. 1 mean, we want to make sure that

we have someone who has expertise in
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handling pension obligation bonds and
someone who will be able to give us the
best advice. So price will be important,
but what will be most important is
experience and expertise in the
appropriate area.

COUNCILMAN GREEN: 1 think 1
took down a note, Clay mentioned and
other people mentioned -- Chief of Staff,
sorry, mentioned and other people
mentioned that if we could complete it, I
think was the quote from a number of
people about the pension obligation bond.
What is the likelihood of being able to,
in the Administration®s opinion, of being
able to issue a four and a half billion
dollar bond at a rate that is acceptable
to the City?

MR. DUBOW: We"ve spent a
decent amount of time talking to bankers
to get their view of whether this was
sellable, and they have consistently said
that it is, that the size is manageable.

We actually had one that said, Well, if
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it were twice as big, then 1°d be
worried, but I think at the size you're
talking about, it"s something that you
should be able to do, if you got the
right team in place, which is what every
banker would say.
COUNCILMAN GREEN: Hire me.
MR. DUBOW: Exactly. But they
were all -- they all seemed pretty
positive about our ability to do it.
COUNCILMAN GREEN: Okay. And
did they give you estimates of rates?
MR. DUBOW: We told them the
rates that we had in our model, which is
about five and three-quarters, and they
said that that seemed reasonable.
COUNCILMAN GREEN: Okay. 1
have concern, and 1 don"t know who can
answer this. The last time we did a
pension obligation bond, we had, | guess
you"d call it, negative arbitrage --
(Bell rung.)
COUNCILMAN GREEN: Would you

like me to continue?



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

168

2/26/08 - WHOLE - RES. 080173

COUNCIL PRESIDENT VERNA: You
can continue.

MR. DUBOW: So the egg is not
quite done.

(Laughter.)

COUNCILMAN GREEN: We had a
negative arbitrage. In other words, we
put money in the market, we immediately
lost a significant portion of that money.
We"ve just now earned that money back and
many people have recovered their drop
from the 2000-2001 drop three, four, five
years ago.

What happens to the budget
assumptions if we borrow four and a half
billion dollars, we put the money in the
market, it becomes three billion dollars
over a three-year recession?

MR. DUBOW: One of the things
that we have in our models that"s
different from other structures we"ve
seen is, we take a portion of what we
project the savings to be and instead of

bringing it into the General Fund, we put
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it into a reserve fund, and that reserve
fund would be used as a hedge against
downturns in the market. And on that
reserve fund, we assume only a three and
a quarter percent return, which would
allow us to probably invest in something
longer term and kind of lock that in and
guarantee it so we wouldn™t be as subject
to the vagaries of the market on that
reserve fund, and that would help be a
buffer against the market on the
remainder of the fund.

COUNCILMAN GREEN: Although if
there®s a sudden drop or a drop in the
up-front years, you"re not going to
have -- which is what we"re talking about
going into recession now -- you"re not
going to have enough in the reserve fund
for us not to be eating into the $50
million of savings every year.

MR. DUBOW: 1 mean, one of the
things that"s a little different this
time is, the market has already kind of

cratered. Last time, we did it right
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before, right before you started to see
returns fall off the cliff.

COUNCILMAN GREEN: I mean, the
market, the Dow, I think, had a high of
jJust under around 14,000, 13 something.
It"s now at 12 something. 1 hope you"re
not suggesting that Philadelphia thinks
it"s a market timer and can take $4
billion because we"re picking the bottom
of the --

MR. DUBOW: No. No, but what
I"m saying is, last time when we issued
the bonds, we were issuing at equivalent
of when it was 14,000 now, before any
correction had taken place. And there
clearly has been a correction in the
market, so | think the timing is a little
different. 1"m not saying the market --
obviously if 1 knew how to time the
market that way --

COUNCILMAN GREEN: We should
not be iIn the business of timing the
market with this investment; is that

correct?
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MR. DUBOW: That"s right.

COUNCILMAN GREEN: So we
shouldn®t look at what the market is in
terms of making this decision. We should
look at the risk of doing the transaction
as a whole, no matter where the market
is.

MR. DUBOW: No. I understand.

COUNCILMAN GREEN: Because we
can"t predict the market.

MR. DUBOW: Right. 1 was just
responding to your question of what if
the same thing happens as happened last
time. So I was explaining why | thought
that we were in a slightly different part
of the market from when we hit last time.
I wasn"t trying to say that we should
time our issue based on that. The
savings and the issue are really based
not on what we think earnings will be
going forward, but on the difference in
what we pay now, which is about eight and
three-quarters, and what we pay

afterwards, which is the five and
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three-quarters or so.

COUNCILMAN GREEN: That"s only
for a billion of it.

MR. DUBOW: No.

COUNCILMAN GREEN: A billion
250.

MR. DUBOW: No. The eight and
three-quarters -- I mean, iIn essence,
what we"re doing now is borrowing from
the pension fund by having this unfunded
liability and we repay the pension fund
at eight and three-quarters. After we
issue our bonds, we would be paying at
five and three-quarters, which is the
market rate. 1 mean, it"s kind of like
refunding a mortgage and getting a lower
rate. That"s really where the savings
are. The savings aren"t from making any
kind of guess about what investment
return we"ll have.

COUNCILMAN GREEN: The problem
is, If the market goes down, we"re still
going to need to contribute to the

pension fund to make payments.
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MR. DUBOW: Right. If the
market goes down, we"ll have a problem
regardless of whether we do this. The
market will go down and hurt us whether
we have pension obligation bonds or not.

COUNCILMAN GREEN: Sure. We
won"t owe money --

MR. DUBOW: Instead of starting
with that damage at 54 percent funded, we
would be starting at 95 percent funded.
So we"d have a healthier pension fund,
but we"d still have -- you"re right. |
mean, there"s always a risk, but we"d be
taking a risk with a healthier fund.

COUNCILMAN GREEN: 1 have
additional questions, Madam President,

but I*11 wait until my turn comes back

around.

COUNCIL PRESIDENT VERNA: Thank
you.

COUNCILMAN GREEN: Thank you
very much.

COUNCIL PRESIDENT VERNA: The

Chair recognizes Councilwoman Tasco.
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COUNCILWOMAN TASCO: Thank you
very much.

I just have a couple of
questions. It"s for the Business Action
Team. You say that you will reorganize
the Mayor®s Business Action Team. What
coordination and outreach will we see
from the Commerce Department to the
communities, individual communities?

What process will you use?

MR. ARMBRISTER: I won"t speak
for the incoming Deputy Mayor, but one of
his highest priorities is to secure the
resources in the Commerce Department and
bring them together to give focus to
making sure that when businesses have
issues before the City, that they are
given a holistic approach to getting them
solved. So one of the items that he has
at the top of his list is trying to get
this Business Action Team -- | think you
almost answered the question for me. But
to get the Business Action Team

reconstituted and focused on making sure
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that as businesses come in to the City to
do business with the City, that they are
given a holistic approach with respect to
solving their problem. So he is going to
have a focus on that when he gets here.

COUNCILWOMAN TASCO: 1"m going
to save my questions for him.

MR. ARMBRISTER: Okay.

COUNCILWOMAN TASCO: Thank you.

COUNCIL PRESIDENT VERNA: The
Chair recognizes Councilman Greenlee.

COUNCILMAN GREENLEE: Thank
you, Madam President.

I apologize. This question may
have been asked this morning. 1 was out
for just a little bit.

Along the same lines that
Councilman Green was asking as far as
money coming in, on real estate taxes,
how much are you projecting that there
will be an increase coming in from that
over the past year in the coming years,
whatever?

MR. DUBOW: I think over the
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life of the Plan, there is kind of
consistent increases of -- the real
estate tax, right?

COUNCILMAN GREENLEE: Yes.

MR. DUBOW: Four, five, six
percent, somewhere iIn that range each
year.

COUNCILMAN GREENLEE: And how
does that compare to what it has been?

MR. DUBOW: Well, it"s a little
higher. The Board of Revision of Taxes
had not really been doing aggressive -- 1
don"t want to say aggressive assessment.
They had kind of --

COUNCILMAN GREENLEE: It might
depend which neighborhood you®re talking
to on that one.

MR. DUBOW: Yeah. But while
the market was going up, they had not
been doing assessments in anticipation of
the full value project. They had been
doing kind of small-scale assessments.
We"re anticipating that they"ll get back

to a normal assessment activity and
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capture some of the growth that they
hadn"t captured. 1 mean, even with the
downturn, we think that the values are
still higher than they were back then.

COUNCILMAN GREENLEE: That"s
scaring me a little bit, Rob. Does that
mean we"ll be running over there to the
Board of Revision of Taxes with people to
file their appeals?

MR. DUBOW: 1 think people will
always be Filing appeals.

COUNCILMAN GREENLEE: Well,
true. True. It depends how much, 1
guess.

MR. DUBOW: Just to repeat,
we"re not assuming that full valuation
has any additional revenue.

COUNCILMAN GREENLEE: Right.
And 1 guess along sort of that same line,
as far as more aggressive collection,
enforcement of all taxes, how much do you
see that increasing and helping over the
next few years? Have you seen it

already? 1 know the last Administration
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talked a lot about that. 1 don"t know if
we"ve really seen a lot of results out of
that yet. It might be too early. 1
don®t know.

MR. DUBOW: 1It"s interesting,
what we saw when the delinquent
collection program started up was not a
big uptick in delinquent taxes, but an
increase in current collections, which
made us think that maybe people decided,
Oh, 1 have to really start paying on
time.

COUNCILMAN GREENLEE: Because
they"1l come after us in the future.

MR. DUBOW: Because they"llI
come after it. But, I mean, that"s all
that we saw.

COUNCILMAN GREENLEE: So as far
as past taxes, whatever, real estate,
wage, whatever --

MR. DUBOW: It was really in
the real estate.

COUNCILMAN GREENLEE: You

haven®t seen any real uptick yet?
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MR. DUBOW: No, not in
delingquent.

COUNCILMAN GREENLEE: 1"m
sorry. Maybe you just said this. |1
wasn"t sure. Do you foresee an uptick in
it? Do you foresee increases? Are you
factoring that in in any way?

MR. DUBOW: No. We have a very
small -- we have a couple of million
dollars, but not anything really of
substance in here.

COUNCILMAN GREENLEE: Okay.

All right. Thank you.

Thank you, Madam President.

COUNCIL PRESIDENT VERNA: Rob,
I just want to follow through on
Councilman Greenlee"s question, because |1
guess maybe last week I received a number
of calls from business people who
apparently the City is now catching up
with, who owe maybe $60,000 in back
taxes, another owed 35,000. 1 think
somebody in the Law Department must be

doing their job.
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MR. DUBOW: Well, that"s good.
No, no, and I wasn"t trying to say that
they weren®t doing their job. |1 was just
saying when we looked at total collection
amounts and compared it to the earlier
year, what we were seeing was an uptick
in current collections and not an uptick
in delinquent. 1 wasn"t trying to apply
that they weren®"t going after people.

COUNCIL PRESIDENT VERNA: So we
should see a big increase if they are
going after people --

MR. DUBOW: Yeah.

COUNCIL PRESIDENT VERNA: --
who are tax delinquent?

MR. DUBOW: Yes. Yes. And
that would be a good thing.

COUNCIL PRESIDENT VERNA: And
we have no idea how much that would be?

MR. DUBOW: No. We built in, I
think, about $2 million a year in the
Plan for that.

COUNCIL PRESIDENT VERNA: Okay.

Let me just get to a question or two that
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I have.

On Page 35 of the Plan, you
discuss the School District deficit. Is
there any new City funding to the School
District included in the Plan, and if so,
when and how much?

MR. ARMBRISTER: No, Madam
President, there®s no new additional
funding in the Plan for the School
District.

COUNCIL PRESIDENT VERNA: All
right. In the current fiscal year, the
Administration transferred $8 million to
DHS to fund some School District
programs. Is this funding continued in
the 2009 Budget and Five-Year Plan? If
not, | assume that the Administration is
not prepared to give the School District
additional funding for their upcoming
budget; is this correct?

MR. ARMBRISTER: Two parts to
that answer, Madam President. With
respect to the $8 million, we have been

working with the School District to try
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to identify contracts or obligations that
we could take over for them without
creating what we call an Act 46
obligation, which, as the Council is
aware, requires continuous funding of
those obligations. To date, we have not
been able to identify fully the $8
million of obligations that the City
could assume. We"ve been going between
$4 to $6 million that we"ve been trying
to identify in terms of obligations. So
that"s for the current year.

In terms of future years, my
understanding is that the condition under
which that agreement was made was that
that $8 million would not be recurring,
and the difficulty we"ve had with trying
to identify obligations is that we"ve
tried to identify obligations that would
not trigger the Act 46 provision that
would make them recurring. So we have
not included any additional funds for
future years and we are struggling to

meet the $8 million commitment that the
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City had made to date.

COUNCIL PRESIDENT VERNA: On
Pages 39 through 42 you deal with the
City"s Capital Program. Can you explain
how you determine that the Recreation
Department®s needs can be addressed for
only $900,000 per Council district? Can
you tell us how do you propose that the
City"s recreation facilities be
maintained in a prudent fashion?

MR. DUBOW: 1 think that we do
not have enough money anywhere in the
Capital Budget and that we"re constrained
by our ability to borrow. This is one of
the reasons that we are trying to start
with some pay-as-you-go financing for the
Streets. But I don"t really think
there®"s any way any of us can sit here
and tell you that the amount that"s there
for Recreation or the amount that"s there
for the Park or for other parts of the
Capital Budget is sufficient.

COUNCIL PRESIDENT VERNA: Thank

you.
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The Chair recognizes
Counci lwoman Brown.

COUNCILWOMAN BROWN: Thank you,
Madam President.

I had follow-up questions for
the Department of Recreation. So could
your leadership for that department
please come back to the witness table.

(Witness approached witness
table.)

COUNCILWOMAN BROWN: Councilman
Curtis Jones, who represents the location
of the Dell, 1 think more than adequately
painted the picture of what is -- the
aesthetic of the Mann is one way, the
aesthetic of the Dell is another way.
What are the allocations, City of
Philadelphia allocations, for the Mann?

COMMISSIONER CARAPUCCI: Bill
Carapuccti .

I don*"t have the allocation for
the Mann.

COUNCILWOMAN BROWN: What are

the allocations for the Dell?
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MR. ARMBRISTER: Just on the
Mann, my understanding, Councilwoman, is
that the Mann is subject to a lease
arrangement. The facility is actually
leased out to a private operator who
operates that facility.

COUNCILWOMAN BROWN: That may
indeed be so, but that doesn"t get to the
answer to the question, which is what is
the City of Philadelphia allocation to
the Mann.

MR. DUBOW: We"ll have to get
back to you. 1 think the answer may be
nothing, but 1"m not sure.

COUNCILWOMAN BROWN: IFf you
could check that.

MR. DUBOW: Yes.

COUNCILWOMAN BROWN: Because |
was often, as all City department or
quasi-City department heads like and need
to do, and, that is, approach on numerous
occasions for the City to do more for the
Mann. So we need to know what those

numbers are.
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And let me just underscore the
questions raised by Curtis Jones. They
really need to be put in bold type,
capital letters when it comes to the
future of the Dell. So tell us, who did
you talk to at the Dell when?

COMMISSIONER CARAPUCCI :

January 22nd | spoke to the family of the
Dell. Maya Burnett is the President, and
she had her group there.

COUNCILWOMAN BROWN: And the
content, agenda for those discussions
was?

COMMISSIONER CARAPUCCI: They
wanted to know -- they were not generally
happy. They sent us a letter with the
operation of the Dell over the past
number of years and the fact that the
ticket base has dropped dramatically.
They used to have a larger, much larger,
season ticket base.

COUNCILWOMAN BROWN: And the
expectation or request they had of the

City for those meetings was?
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COMMISSIONER CARAPUCCI: We
went over the fact that there"s $3
million for the redevelopment of the
Dell. We saw the plans and the request
that they had, and we went over all that,
and the only thing | said to the group
was that we would like to have a better
management system in place down the road.
COUNCILWOMAN BROWN: So the
next steps after you offered that
recommendation, the next steps are what?
COMMISSIONER CARAPUCCI: There
was no next step. The next step was, I
brought the concerns about the safety of
the site and the redevelopment that has
to be done to the Administration.
COUNCILWOMAN BROWN: Was that
in writing or by way of discussions
during the executive meetings that you
all hold? The findings or
recommendations that you pulled from your
meeting with the Friends of the Dell, did
you submit that in writing to the

Administration or was that done
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non-verbally through meetings?

MR. ARMBRISTER: Councilwoman
Brown, what 1*d like to do is tell you
what we"re going to do with respect to
the Dell. I think these -- I don"t know
exactly what the medium of communication
was from the Commissioner to the
Administration, but we do have a plan,
and if you"d like, 1"d like to
describe --

COUNCILWOMAN BROWN: That would
be helpful.

MR. ARMBRISTER: -- that to
you, what we"re going to try to do.

As Mr. Carapucci mentioned,
we"ve determined that the Dell has had
for years a serious drainage problem that
we"ve identified, and because the sewer
lines are inadequate, the water runoff
apparently has undermined the seating iIn
the north tier of the facility, and
working with the family of the Dell East,
the Capital Program Office has determined

that there are significant renovations
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that are actually needed to the facility.
And so the work plan includes the
following improvements: We have drainage
corrections; we have restoration of the
undermined seating; Improvements to the
sound stage, lighting and video; parking
lot lighting; concrete repairs; seating
replacements. The project will be funded
with a million and a half dollars from
the Cultural Corridors Bond and $500,000
from the General Fund and $500 allocation
from the state, and, unfortunately, it
will necessitate the closing of the
facility for the upcoming season.

COUNCILWOMAN BROWN: Repeat
that last statement. Forgive me.

MR. ARMBRISTER: It will
necessitate the closing of the facility
for the 2008 season in order to get this
work done.

COUNCILWOMAN BROWN: I see.

(Bell rung.)

MR. ARMBRISTER: And it will

also necessitate probably a partial
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closure for 2009 as well. But we should
be opened up in the middle of the 2009
summer season. That"s my understanding.

Is that correct?

COUNCILMAN JONES: Point of
information.

COUNCIL PRESIDENT VERNA: The
Chair recognizes Councilman Jones for a
point of information.

COUNCILMAN JONES: You"re going
to close the Dell this year?

MR. ARMBRISTER: That"s
correct.

COUNCILMAN JONES: Is there an
alternate site where Philadelphians can
go? Are we going to use an alternate
site somewhere to have these shows?

MR. ARMBRISTER: We have not
come to a conclusion about that
operationally, Councilman.

COUNCILMAN JONES: Do we know
when we may have a conclusion?

MR. ARMBRISTER: We"l1l

certainly take that under consideration.
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COUNCILMAN JONES: I mean, this
is a major means of recreation for a lot
of Philadelphians, and we use that as our
Atlantic City without having to leave the
City to go to a quality show. Yes, it
needs work. Yes, but we need to also
have that venue for Philadelphians at a
modest price.

Where can you go for $2 and sit
on a lawn and enjoy an outdoor concert?
I mean, it"s the kind of venue that the
City needs to keep. And it"s going to be
a hot summer and we want to have plenty
of places where people can afford to take
their families.

MR. ARMBRISTER: Understood.

COUNCILWOMAN BROWN: So since
my time is up —-

COUNCILWOMAN TASCO: 1 have a
point of information.

COUNCILWOMAN BROWN: Go ahead.

COUNCIL PRESIDENT VERNA: Yes.
The Chair recognizes Councilwoman Tasco

for a point of information.
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COUNCILWOMAN TASCO: Would you
please fix the air conditioner in the
ladies”™ bathroom? Because I am a
frequent attendee at the Dell summer
program.

MR. ARMBRISTER: 1"ve added
that to the list.

COUNCILWOMAN TASCO: I don"t
know what 1"m going to do. But it blows
hot air. It"s heat in the summertime.
And I"ve never gotten an answer on why it
couldn™t be repaired. Maybe this
Administration can get it repaired.

MR. ARMBRISTER: We"ll do our
best.

COUNCILWOMAN TASCO: Thank you.

COUNCILWOMAN BROWN: So as we
get ready to hear from the departments
further down this road, there will be a
lot of additional questions and inquiries
around the present and the future of the
Dell.

MR. ARMBRISTER: Understood.

COUNCILWOMAN BROWN: Thank you
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for your testimony.

COUNCIL PRESIDENT VERNA: Thank
you very much.

The Chair recognizes Councilman
Goode.

COUNCILMAN GOODE: Thank you,
Madam President.

Good afternoon again. First
let me clarify the record. | made a
mistake earlier. 1 said that the Small
Business Loan Guarantee Fund was $5
million. In fact, it"s $6 million. So 1
don"t want to cheat myself of a million
dollars. And interestingly enough, 1
discovered that as | went downstairs, but
also when 1 was walking back to City
Hall, someone walking down the street
familiar with the project said, It"s $6
million, it"s not 5. So the record
should show that the Small Business Loan
Guarantee Fund was $6 million.

The next question is, what is
the cost of the Cohen wage tax credit

bill within the Five-Year Plan? Within
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the Plan I know it says $80 million in
Fiscal Year "16, but that"s in Fiscal
Year "16. Under the actual Five-Year
Plan, what is the cost?

MR. AGOSTINI: Councilmember,
our initial estimate that we had
originally was approximately 16 million
for Year 2013, which was the year that we
had implementation of that bill.

COUNCILMAN GOODE: So the cost
in the total Five-Year Plan is actually
16 million this year. Can you tell me
over the next few years how that
increases? | know by the time we get to
fiscal year -- 1 mean, each year we do a
new Five-Year Plan.

MR. AGOSTINI: Councilmember,
off the top of my head, I believe the
numbers were 25, 1 think 40, 60 and then
up to the 80, but what I would like to do
is actually give you that schedule of
estimates that the Revenue Department put
together rather than guess here, but it

did ramp up rather quickly.
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COUNCILMAN GOODE: Off the top
of your head, it"s 16 million in Fiscal
Year "13, around 25 million in Fiscal
Year "14, about 40 million in Fiscal Year
"15?

MR. AGOSTINI: 1 believe so,
and then it got up to either 60 or 80
really quickly, and 1 think in 2016 we
have it at 80. But, again, | have the
schedule. I don"t have it with me, but
1"d be happy to provide that to you.

COUNCILMAN GOODE: But within
the Five-Year Plan, it"s only 16 million?

MR. AGOSTINI: Yes, sir.

COUNCILMAN GOODE: Thank you.

Thank you, Madam President.

COUNCIL PRESIDENT VERNA:
You"re welcome.

The Chair recognizes Councilman
Green.

COUNCILMAN GREEN: Thank you,
Madam President.

Steve, you mentioned 95 percent

as the goal for getting the Pension Fund
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up to. 1"m just curious why 95 percent
versus 85 percent versus...

MR. AGOSTINI: Councilmember,
we looked at a range of funding levels
from 80 in Ffive percent increments up to
the hundred and we thought that the 95
percent got us to as close to full
funding as possible. We were a little
concerned because we understood that the
rating agencies in looking at plans that
were funded at 100 percent actually
viewed them to be at risk for sort of
attempts to have benefit enhancements,
and that would actually be sort of a
negative story for us as we were moving
forward.

But we played with a lot of
them, and 95 percent seemed to be the
best in terms of getting us close to full
funding as possible without then
triggering this concern on the part of
the rating agencies.

COUNCILMAN GREEN: I1"m just

curious. We have 22-some thousand City
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employees. After 2019, assuming we have
a bunch of productivity and efficiency
enhancements as a result of increased use
of technology in City government, 1 would
expect through attrition that number
would go down significantly and 1™m
wondering if you"ve done any kind of
analysis about at what point that 95
percent crosses the hundred percent mark
and if it ever does so as a conseqguence
of a lower number of City employees, and
then just -- my understanding of the
pension system is that you can®"t ever get
that money back into the City budget if
we"re overfunded. It has to go to
benefits.

MR. AGOSTINI: Councilmember,
on the assumptions as to when we would
actually top out at something higher than
95 or 100 percent, that"s something that
really is going to be determined by what
happens in market returns, what the
system has actually experienced, how it

then applies that in its five-year



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

198

2/26/08 - WHOLE - RES. 080173
smoothing average. So that"s not
something 1 feel 1 should guess at.

COUNCILMAN GREEN: Is that
something you can ask the FA to look at?

MR. AGOSTINI: 1 think it"s
something that we would ask the actuaries
to look at as part of what are the
impacts of having a system that"s now
funded at 95 percent as opposed to the 54
percent.

COUNCILMAN GREEN: Over a
longer time, yeah. Okay.

And the other question I had,
and I don"t expect to get an answer
today, but I"m just wondering the
difference in the cost of borrowing over
time and cash flows to the City of
Philadelphia of borrowing the difference
between the 300 million and what®"s
required for the pension on a yearly
basis rather than borrowing it all up
front. In other words, dollar cost
averaging, in a sense, into the debt

obligation and what the effect on cash
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flows over time is. Have we looked at
that possibility?

MR. DUBOW: We haven®t played
that out, but my first reaction to that
is, the amount that you don"t borrow in
the first year, you"re still paying the
eight and three-quarters on instead of
the five and three-quarters, so that your
costs would go up. We can run that for
you so you can see exactly how much
additional cost you®d have, if you"d like
to see that.

COUNCILMAN GREEN: Yeah, but
you"re paying that -- yes, | understand
what you"re saying, but you"re paying
that interest on a much smaller amount
the whole time; is that correct?

MR. DUBOW: No. You"re still
paying the eight and three-quarters.

COUNCILMAN GREEN: But eight
and three-quarters is on the 48 percent
that we don"t put in; is that correct?

MR. DUBOW: Right. Yes. So

whatever amount we haven®"t taken out,
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we"re paying eight and three-quarters on.

COUNCILMAN GREEN: 1Is that
compared to what the MMO is or is that
compared to what?

MR. DUBOW: Yes, that"s
compared -- that"s using the MMO is how
you -- is the -- yes. The answer is yes.

COUNCILMAN GREEN: Okay. Thank
you. |1 mean, if we could -- when you get
an FA, if they could just look at that
analysis also, 1°d appreciate it.

MR. DUBOW: Sure.

COUNCILMAN GREEN: My next
question relates to the PhillyStat,
because it didn"t seem to me that there
were a lot of efficiencies or
productivity improvements in the
Five-Year Plan, and I note that Baltimore
in its first five or seven years was
actually able to achieve $350 million of
savings over that time period. 1"m just
wondering what the thought is about that.

MR. DUBOW: 1°11 let the

Managing Director give a more detailed
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answer, but from a financial perspective,
since we only had a few weeks to put this
together, we didn"t want to put a number
in without more understanding of what we
would be able to get.

(Bell rung.)

MR. DUBOW: We do believe that
there will be savings. We just don™"t
know -- we don"t have a sense of how
large they"ll be. But I"Il let the
Managing Director respond.

(Witness approached witness
table.)

MS. BARNETT: That"s correct,
and as we get additional savings, we"ll
certainly report that --

COUNCIL PRESIDENT VERNA:
You"re going to have to identify
yourself.

MS. BARNETT: I"m sorry. 1I™m
Camille Barnett. 1°m Managing Director.

So as we get additional
savings, we will report that regularly.

We just didn"t count it because we don"t
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know what it is yet.

COUNCILMAN GREEN: Do we expect
savings on the order of, say, Baltimore?
I think a study showed that they saved
$350 million over their First seven
years.

MS. BARNETT: It"s really too
early for me to tell you what I think
we"ll do in terms of our savings compared
to Baltimore®s, but 1"m expecting that
we"ll not only save money, but we"ll use
the money that we"re currently investing
more effectively.

COUNCILMAN GREEN: Right. And
so presumably we"ll be able to -- perhaps
the Administration®s goal is not to save
money in the budget, but to increase City
services, and to the extent we have
savings, we"ll be able to provide better
services to citizens, increase funding
for important priorities, et cetera. |Is
that what we would do? Is that the
Administration™s intent with respect to

productivity and efficiencies that result
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from PhillyStat?

MS. BARNETT: I think we"ll do
both. 1 think we"ll have some savings
and I think we"ll also reprioritize some
of the activities and efforts so that we
put them on top priority projects.

COUNCILWOMAN SANCHEZ: Point of
information.

COUNCIL PRESIDENT VERNA: The
Chair recognizes Councilwoman Sanchez for
a point of information.

COUNCILWOMAN SANCHEZ: In terms
of what we"re putting in, how does our $2
million investment into 3-1-1 compare to
other folks as it relates to
efficiencies, to other states who
implemented a full-fledged 3-1-1 system?

MS. BARNETT: I would have to
get you comparable numbers in terms of
what"s invested, but we are already
investing through our current call
centers and our current activities in
terms of customer service a substantial

amount of our City budget, and the idea
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for both 3-1-1 and PhillyStat is to make
sure that that"s spent more effectively.
So 1 think that we"l1l be able to
accomplish what we need to do with the
amounts that are in the budget and in the
Five-Year Plan, and 1"m hoping we can
even do better.

COUNCIL PRESIDENT VERNA: Thank

you.

COUNCILMAN GREEN: My time was
up, Madam President. 1 do have just two
more questions. Whatever. 1 can wait.

COUNCIL PRESIDENT VERNA: Thank
you.

COUNCILMAN GREEN: Thank you.

COUNCIL PRESIDENT VERNA: Thank
you.

The Chair recognizes Councilman
Jones.

Councilman, your light is on,
did you want to be recognized?

COUNCILMAN JONES: 1 yield my
time to my colleague.

COUNCIL PRESIDENT VERNA: Very
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well.

Councilman Green.

COUNCILMAN GREEN: 1 actually
had a question about the method you used
to put the Five-Year Plan together. It
looks like you®"ve begun the process of
budgeting for outcomes. You"ve
specifically stated some of the goals
that you hope to achieve with the money
that"s being spent for specific priority
areas in the City, and 1 just want to say
that I really appreciate that and I™m
looking forward to next year when you
have more time to fully implement that.
Is there any comment on the process you
went through?

MR. DUBOW: Let me just say, SO

are we.
MR. ARMBRISTER: We are, too.
COUNCILMAN GREEN: 1 just had
one question. 1 don"t know if anybody

can answer it. With respect to the Cohen
tax credit, can we use gaming wage tax

reduction dollars and apply it to wage
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tax reductions any way we want? In other
words, could we apply it to the Cohen tax
credit or apply it to give an additional
break for low-income households in the
City of Philadelphia?

MR. DUBOW: My understanding is
that we cannot, that it has to be used
for rate reduction. Using it differently
would require a change in the state law.

COUNCILMAN GREEN: Okay. Is
there -- okay.

Economic development spending,
on Page 73, you have a bunch of goals
that are, | think, terrific for
increasing jobs, attract more residents
and jobs, implement smart City planning
and sustainable development, provide
assistance to business, create a tax
structure that encourages job creation
and growth.

I"m just wondering if you"ve
got a dollar figure for the jobs and
economic development program. Are we

using additional resources or is this
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jJust existing City spending in the
Commerce Department and elsewhere? |1
mean, do you have an economic development
budget?

MR. ARMBRISTER: For the most
part, Councilman, it"s basically
utilizing and targeting existing
resources that we have to accomplish
this. These are what we call in the
group, when we sat down and made these,
stretch goals, but the Mayor is very
committed to trying to achieve these, and
we think that -- one of our values is
smarter, faster, better, and we hope that
through smarter, better investments that
we can achieve these goals. Everything
doesn"t require additional resources.

COUNCILMAN GREEN: 1 would
suggest that our marketing tourism
dollars probably need to be significantly
increased. Our recruitment dollars for
attracting new companies or retaining the
companies we have probably have to be

increased. And to the extent that
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there"s a specific plan that goes along
with this other than these few pages, 1°d
like to see it. And also I°d like to
work with you to try to find dollars to
put towards jobs and economic
development, because | think many of the
assumptions over the Five-Year Plan and
then as you go further require this to be
successful, and 1 think it merits
additional resources.

I don"t have a question there,
unless you"d like to comment.

Thank you.

COUNCIL PRESIDENT VERNA:

You"re welcome.

The Chair recognizes Councilman
Clarke.

COUNCILMAN CLARKE: Thank you,
Madam President.

I"m trying to sneak in two
questions again. Assuming that we
proceed with the $4.5 billion bond, would
that limit our ability to go out to the

bond market for another type of bond?
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Say, for instance, we wanted to do a $20,
$25 million bond for acquisition or for
loan guarantees for employees of the City
of Philadelphia for purchase of new
homes. 1 mean, something creative.
Would that limit our ability or would we
be capped?

MR. DUBOW: 1*11 give you, |
guess, two answers. One is, because this
borrowing will actually lower our
long-term obligations, we would
actually —-- if we were looking at any
kind of cap on long-term obligations as a
percent of total obligations, which is
kind of how we measure how much we can
borrow, this would put us in better
shape. On the other hand, after you"ve
gone to the market with four and a half
billion dollars of Philadelphia paper,
there probably will be -- it will quench
the appetite for Philadelphia paper. So
there may be less demand for new issues
from us after that.

MR. ARMBRISTER: The only other
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point 1 would add to that, Councilman, is
that this borrowing will not adversely
affect our debt limit, if that was
another area that you were getting to,
because this would not be considered a
direct borrowing that would apply to the
debt limit.

COUNCILMAN CLARKE: In
responding to Rob"s issue as it relates
to quenching the thirst for the
Philadelphia paper, do you think that it
can conceivably be an ongoing quenching
of the thirst or two or three years down
the line where it seems like that is a
good investment maybe?

MR. DUBOW: 1 don"t even think
it"s that long. | just think that if you
are doing this, there®s probably like a
month or so window around it where you
want to probably let the markets rest a
little from Philadelphia. | don"t think
it"s two years or even a year, but there
may be a month or two months where we

probably want to stay away from the
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market.

COUNCILMAN CLARKE: Okay.-
Following up on my earlier question and,
Clay, you took advantage of the bell to
not answer. The bell was for us to ask
the question, not for you guys to
respond. You can take all the time you
want.

Am 1 right, Madam President?

COUNCIL PRESIDENT VERNA: Yes.

COUNCILMAN CLARKE: A little
clarity on the commercial corridor. You

talked about, 1 think, you“re

reviewing -- | don"t know who made the
statement -- reviewing the commitments to
commercial corridors. 1 know we had
several -- Councilman Goode was talking
about the Loan Fund Guarantee. |1 believe

there was some corridor management
component and there was a streetscape
component. Could you clarify what"s
being reviewed, and if in fact it"s being
reviewed, is there some analysis being

done to possibly reallocate or take that
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commitment off the table or recommit it
to other locations or slow down the
process of commitment?

MR. ARMBRISTER: A couple of
points. One is that in the current Plan,
there haven®t been any changes in the
funding streams that were initially
identified when the program was created.
That was the one point 1 was trying to
make .

The second point is that 1
can"t tell you how the analysis that is
currently being undertaken will generate
recommendations from those people who are
undertaking the analysis about how we
might want to better allocate it. What I
can tell you is that there will be a
clear focus on those commercial corridors
and the programs to make sure that to the
extent that we continue them even in
their current form or in a different
form, that we"re getting the best use out
of them. And that is what the analysis

is going to undertake and the review is
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going to undertake, how we utilize those
current --

COUNCILMAN CLARKE: That was a
confusing response.

MR. ARMBRISTER: 1"m sorry.

COUNCILMAN CLARKE: Say that
again.

MR. ARMBRISTER: What I™m
trying to say is --

COUNCILMAN CLARKE: It sounded
like you were getting ready to give me a
different answer, but then you kind of --

MR. ARMBRISTER: No. What I™m
trying to say is that we haven®t changed
the programs currently in the current
funding cycle. So it"s status quo.

COUNCILMAN CLARKE: Because we
apparently did not commit all of our bond
dollars that were generated. | don"t
think we --

MR. ARMBRISTER: I don"t know
that we"ve committed them or not, but we
haven®t changed the funding of those

programs. But we will review to make
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sure that the investments that we may
want to make in the future are being made
with the highest return and that that
analysis --

COUNCILMAN CLARKE: That"s
where you confuse me. So what does that
mean? Does that mean the investment that
we already committed to --

MR. ARMBRISTER: What we"ve
done is --

(Bell rung.)

MR. ARMBRISTER: [I1"11 answer
this question.

COUNCILMAN CLARKE: There you
go.

MR. ARMBRISTER: We borrowed
the money, but as you pointed out, we
haven®t allocated it all. So there"s
still allocations to be made. That"s the
kind of investment 1°m talking about.

I*m sorry for the confusion.

COUNCILMAN CLARKE: Okay. I1™m

cool .

COUNCIL PRESIDENT VERNA: The
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Chair recognizes Councilwoman Sanchez for
a point of information.

COUNCILWOMAN SANCHEZ: 1t has
been a practice -- and correct me if I™'m
wrong -- that we have corridor
activities. Then we got NTI money and we
shifted corridor activities to some NTls
where there was layover, and then we got
ReStore Corridor money. The ReStore
money -- and so then there®s some overlay
of where certain things get picked up.

So my question to you is, when
you"re going to revisit this stuff, can
we revisit what was initially carried by
our corridor expenses in terms of our
Commerce versus some of the additional
expenses that have been shifted to these
different initiatives based on
administrative priorities? 1 can give
you a perfect case example, if you want.

MR. ARMBRISTER: Okay.

COUNCILWOMAN SANCHEZ: In the
case of the American Street Corridor, iIn

the past there was money allocated to the
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corridor, Kensington and those places.
When NTI came in, some of the maintenance
and operations of those was shifted to
NTl1 and now there"s this, okay, what are
we going to do with some of the services
that initially started from Commerce and
then have been kind of moved along.

MR. ARMBRISTER: Your
description describes basically why we"re
taking a look at the programs in total.
One of the things that we found when we
came in is that there have been a
dispersal of responsibilities for various
activities associated with the programs
you describe, and one of the things that
the professionals in the Commerce
Department have done is to take a very
good look at that.

Our plan is to try to
consolidate those efforts to make sure
that they"re coherent. Which you just
described, they"re probably not at this
point. And so that®"s our focus, is to

try to make it a coherent program. We"re
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not changing the funding. We"re not
necessarily cutting it at this point. We
want to make sure that it"s coherent
philosophy and that when we make
investments, investments of unexpended
proceeds, that those investments are made
for the highest return.

So the long answer to your
question is, yes, we will take a look at
all of those things to try to make sure
that we end up with a coherent
application of all of those dollars that
we borrowed and utilized.

COUNCILMAN CLARKE: Point of
order, Madam Chair.

COUNCIL PRESIDENT VERNA: Your
light is not on.

COUNCILMAN CLARKE: Thank you.

I wasn"t going to say anything,
but you said it several times. If 1
didn®"t know you guys, | would say that
you"re implying that there wasn"t a
coherent strategy associated with the

prior commitment, because 1 know that
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there were a number of business
associations and community groups
involved in the process.

MR. ARMBRISTER: I think -- 1
would not characterize it as a coherent
strategy as much as a lack of --

COUNCILMAN CLARKE: That"s what
you said.

MR. ARMBRISTER: I didn"t say
strategy. What I meant was that the
coherent application of the programs and
the execution and maybe --

COUNCILMAN CLARKE: But my
question is, are you implying that that
wasn"t done --

MR. ARMBRISTER: No. I didn"t
imply about the coherence of the
strategy. |1 think what at least in the
review of the program, as | understand it
to date, what we have found is that there
has been an incoherence in terms of the
execution, and the confusion that the
Councilwoman just described seems to be

existing In many areas. So what we"d
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like to try to do is to take a look at
the program, try to bring in a coherent
execution, and maybe take a look at the
strategies and what we"re trying to
accomplish, but, more importantly, try to
give those people who are trying to
access those programs a coherence that
they can understand what it is that they
need to do to either secure funds, to
execute funds and to get things done.

COUNCILMAN CLARKE: 1"m trying
to do this in a way that we"re working
under the spirit of cooperation. In
terms of the coherence of the program, is
it that the new Administration didn"t
understand the process and what the
intent was in terms of distributing the
funding, making it available? What
exactly do you mean?

MR. ARMBRISTER: I wouldn"t say
we didn"t understand. | think what we
want to do is evaluate the application of
the strategy. The review, we"ll

certainly necessarily take a look at the



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

220

2/26/08 - WHOLE - RES. 080173
strategic objectives, see if they"re
being met, see if they"re still
consistent with this Administration”s
review.

In this Plan we haven®t made
any judgments about those strategic
objectives at this point. We"ve been
basically neutral from that perspective.
But operationally what we have seen is
what Councilwoman Sanchez has described,
which is some confusion and incoherence
in terms of the execution of that. And
so what we"re trying to do is to evaluate
the programs, as well as the execution of
those programs, to make sure that we can
bring a level of coherence to make them
actually work, whatever strategy, be it
the strategy that was described before or
if we take a change in the strategic
direction, there"s a strategy that we
promote.

COUNCILMAN CLARKE: You do know
that there were a number of people that

were involved in the process that are no
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longer here, so that could have
contributed to the fact that it"s, to
some degree, incoherent in terms of the
application, because those people who
were primarily responsible are no longer
in that capacity. 1| mean, will you
acknowledge that? | just know a lot of
people worked very hard on this process
unrelated to us.

MR. ARMBRISTER: 1 understand.

COUNCILMAN CLARKE: If they
were here, maybe they would have a better
sense of how this should be applied.

MR. ARMBRISTER: 1 understand.

COUNCILMAN CLARKE: All right.
Okay -

Thanks, Madam President.

COUNCIL PRESIDENT VERNA: Thank
you.

I have a very brief question.
You mention that a central focus of the
Administration in FY09 will be the reform
of the Department of L&l. Over the next

year, L&l will establish customer service
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standards, measure customer service
performance and satisfaction, and reduce
customer in-person interaction with
departmental personnel by offering more
online service options while streamlining
available services.

While 1 certainly agree that
this needs to occur, I would like you to
explain why you are cutting L&l in the
current budget by $93,000 and are holding
them at that reduction rate for every
year of the Five-Year Plan. 1 believe
that"s on Pages 95 to 99.

MR. ARMBRISTER: We"re going to
have to get back to you on the reason for
the reduction, Councilwoman, but the
broader question with respect to L&l is
that we do hope to increase the customer
service using some of the things you
described, be it technology. Certainly
with a focus on customer service and our
results that the Managing Director has
talked about with respect to our

strategic objectives, we would hope to
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improve the delivery of services, not
only in L&l, but in all the departments.
But with respect to the specific reason
for the cut or the reduction in their
obligations, we"re going to have to get
back to you on that.

COUNCIL PRESIDENT VERNA: Thank
you very much.

The Chair recognizes Councilman
Goode.

COUNCILMAN GOODE: Thank you,
Madam President.

We"re back to Councilman
Green"s question about gaming revenue
from the state and how it affects wage
tax rates. Mr. Dubow, you answered
fairly quickly. Can you give me a slower
explanation of how gaming revenues apply
to wage tax rates?

MR. DUBOW: My understanding is
that the gaming revenues have to be used
to reduce rates and that to use them
differently would require a change in

state law.
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COUNCILMAN GOODE: So how much
are we due to receive now?

MR. DUBOW: The latest estimate
that we got from the state is
approximately $94 million.

COUNCILMAN GOODE: $94.7
million. And that was based upon what?

MR. DUBOW: That is the state"s
estimate based on where they see gaming
revenues coming in this year. They make
a certification in April of the exact
amount.

COUNCILMAN GOODE: So that"s
how much we get regardless? Based upon
the revenue coming, that"s our cut?

MR. DUBOW: That is our cut.

COUNCILMAN GOODE: And the
Administration made a decision within the
Five-Year Plan to slow wage tax
reductions; is that correct?

MR. DUBOW: To slow wage tax
reductions funded with City dollars, yes.

COUNCILMAN GOODE: And are we

allowed to slow other wage tax
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reductions?

MR. DUBOW: Yes.

COUNCILMAN GOODE: And so the
difference -- so we will receive $94.7
million regardless?

MR. DUBOW: Correct.

COUNCILMAN GOODE: And if we
slow wage tax reductions, that means that
essentially we keep that extra money out
of the $94.7 million?

MR. DUBOW: No. The 94.7
million has to be applied to wage tax
reduction. That money comes in from the
state and we have to be able to show them
that we"ve used it for reduction. What
we keep, if you want to put it that way,
is the City money that before we had put
into wage tax reduction and that now
we"re not. It"s not the state money that
we get to keep.

COUNCILMAN GOODE: So the new
question --

COUNCILMAN GREEN: Point of

information.
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COUNCILMAN GOODE: Let me take
a shot at it First.

The new question is, is
Councilman Green not correct that there-s
probably a way that we could use gaming
revenue to shift the burden among wage
tax payers to be a more progressive tax?

MR. DUBOW: We could not use
state money to do that. |If what you're
saying is we could say we"re taking this
state money and using it to reduce taxes,
then we want to take our City money and
use i1t differently? That"s a different
question, and that is obviously something
we could do, but we couldn®t use the
state dollars to do that.

It"s an important distinction,
because we would get in trouble with the
state if we"re saying that we"re using
their money in a way that"s not allowed
by the state law.

COUNCILMAN GOODE: To my new
colleague, the first question you asked

should never be "can we." That should be
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at least the third or fourth question.

Thank you, Mr. Dubow.

MR. DUBOW: Sure.

COUNCILMAN GREEN: Point of
information.

COUNCIL PRESIDENT VERNA: The
Chair recognizes Councilman Green.

COUNCILMAN GREEN: Thank you,
Madam President.

Rob, how much is the City of
Philadelphia reducing its wage taxes over
the next five years in raw dollars?

MR. DUBOW: The revenue loss,
you mean? $375 million.

COUNCILMAN GREEN: Three
hundred seventy-five million. And
without that reduction, what would our
wage tax be?

MR. DUBOW: Our rate be?

COUNCILMAN GREEN: Yes.

MR. DUBOW: Our rate would then
stay at 4.219 for residents, 3.7242 for
non-residents.

COUNCILMAN GREEN: And after
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the wage tax money that we get from the
state, how much wage tax reduction are we
getting from the state over the five
years?

MR. DUBOW: Well --

COUNCILMAN GREEN: 1Is it 94
million a year?

MR. DUBOW: Ninety-four a year.
There®s a little bit of increase, but
they"re only minor increases each year.

COUNCILMAN GREEN: So call it
470 roughly?

MR. DUBOW: Sure.

COUNCILMAN GREEN: What will
the wage tax be at the end of five years
assuming the City has no wage tax
reduction at all?

MR. DUBOW: Assuming that
there®s no reduction?

COUNCILMAN GREEN: By the City.
So we only apply state funds to wage tax
reduction.

MR. DUBOW: 1°d have to get

back to you on that. 1 do think -- 1
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mean, iIf we said we"re not doing any more
wage tax reduction, we"re only using your
money, we would see a change in the state
law pretty quickly.

COUNCILMAN GREEN: Okay. It"s
jJust a question.

MR. DUBOW: But I will get back
to you. 1 don"t have that information.

(Mr. McPherson approached
witness table.)

MR. DUBOW: But maybe Charlie
does.

No, no. He"s asking rates.

COUNCILMAN GREEN: Dollar, but
I did want to know what the rate would be
reduced to.

MR. DUBOW: Right. That"s the
answer 1 have to get back to you on.

COUNCILMAN GREEN: Okay.-
What"s the cumulative rate reduction of
state and city? Do you know that?

MR. DUBOW: If we did both, the
resident rate would get down to roughly

3.5, a little over that, and the



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

230

2/26/08 - WHOLE - RES. 080173
non-resident rate would get down to about
3.1 percent.

COUNCILMAN GREEN: So to
eliminate the City reductions, we"d be at
about 3.8 resident and -- top of the head
figures -- and 3.5 non-resident,
something like that? 1 mean, just taking
a percentage, add 3 whatever it is to 470
and --

MR. DUBOW: 1°d have to check.

COUNCILMAN GREEN: But 1 guess
our point is, 1T we lowered the wage tax
reduction of the City even more or
lowered it in the last three years,
lowered it at an even less frequent rate
than the Administration is suggesting, we
would have the money to have a more
progressive wage tax and still get close
to 3.2. We might be at 3.3, but we don"t
achieve -- we could achieve the important
goal of having, at least in my view, of
having a more progressive wage tax by
slowing the decrease in the wage tax a

little bit further to pay for the Cohen
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tax cut.

MR. DUBOW: I don®"t want to
sound like I"m playing with words here,
but it probably depends on how you define
"more progressive'" and how you would get
there, because if you"re looking at the
Cohen bill --

COUNCILMAN GREEN: Forget how
you define that.

MR. DUBOW: Well, let me just
finish my answer, please.

IT you look at the Cohen bill,
yeah, within the period of the Five-Year
Plan, you could do that, but soon after
that, within a couple years, you"d be
talking about $80 million a year, and
then 1 think you would be talking about
being a lot harder to get down to the
wage tax rates you"re talking about and
have a progressive tax structure.

COUNCILMAN GREEN: Okay. Well,
could you get back to us in order to do
the -- could you get back to us with the

information about what the rate of
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decrease would have to slow to for wage
tax in order to enact the Cohen wage tax
reduction?

MR. DUBOW: Yes. 1711 get back
to you with that.

COUNCILMAN GREEN: Thank you.

COUNCIL PRESIDENT VERNA: Thank
you.

On Page 31 of the Plan, you
discuss the proposed parking tax
increase, which will take the tax from 15
percent to 20 percent of gross parking
tax receipts. You state that this will
generate $16 million in FY0O9. The
revenue estimates contained in the
Mayor®s Operating Summary projects an
increase in parking tax revenues of $17.7
million. What is the additional $1.7
million increase attributed to?

MR. DUBOW: We project two and
a half percent growth each year in the
base parking tax, and that gets us the
additional revenue.

COUNCIL PRESIDENT VERNA: The
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Administration has stated that the funds
generated by the rate increase will be
used for capital pay-as-you-go street
resurfacing in the amount of $10 million,
$2 million for Fairmount Park and a
million dollars for new tree planting.
These funds could be used for any other
purpose since this is not a dedicated
funding source, correct?

MR. DUBOW: Correct. That is
correct, but we show the increased
appropriations in the Plan, so we show
that we"re using -- that we"re spending
those funds.

COUNCIL PRESIDENT VERNA: Well,
would the Administration consider
amending this bill to dedicate these
funds to the stated purposes?

MR. DUBOW: Let us discuss that
and get back to you.

COUNCIL PRESIDENT VERNA: Okay.
I see that the pay-as-you-go funding for
the Streets Department resurfacing has

been included in the Capital Budget.
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However, what | don"t see in the Streets
Department®s General Fund budget is a
Class 800 payment to the Capital Project
Fund in the amount of $10 million. May 1
ask why?

MR. DUBOW: It shows in the
Finance Department.

COUNCIL PRESIDENT VERNA: Why
in the Finance Department?

MR. DUBOW: And then the
Finance Department shifts it over to the
Capital Budget. That"s where we
typically do our grants to other funds,
out of Finance. But, | mean, if there®s
an issue with that, we"re happy to switch
it —— if theres an issue with that,
we"re happy to switch it to Streets.

COUNCIL PRESIDENT VERNA: Do
you have a legal opinion that you can do
that?

MR. DUBOW: That we can do
that? No. We didn"t ask the Law
Department for an opinion, but, I mean,

again, if you"d rather we put it in
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Streets, we"ll do that.

COUNCIL PRESIDENT VERNA: 1

think that®"s where it should go.

MR. DUBOW: We have no problem

moving that over to Streets.

COUNCIL PRESIDENT VERNA: Okay

Any other questions?

(No response.)

COUNCIL PRESIDENT VERNA: 1

would just
may -

like to make a statement, if

would like to make an

announcement concerning public

participation in these budget hearings.

This year,

as every year, Council has

scheduled several days of public

testimony on the budget and related

measures.

on the tax

For example, public testimony

bills is scheduled for

tomorrow afternoon, public testimony on

the Operati

ng Budget is scheduled for

April the 16th, and public testimony is

scheduled on the School District for

April 29th.

And as we do every year on
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days when public testimony is scheduled,
we will permit all interested persons to
testify, and we will remain in these
Chambers, as we have done so many times,
for as long as is necessary to give all
interested persons the opportunity to
testify.

I know that some interest has
been expressed in permitting public
testimony not just after completion of
the Administration®s testimony on the
Operating Budget, but also following the
testimony of each department and agency.
Unfortunately, it is not practical for us
to schedule public testimony on each of
the many days scheduled by the
Administration®s testimony on the budget.
However, 1 would like to announce that we
would be pleased to receive written
testimony from any and all interested
members of the public at any time.

Anyone who wishes to submit written
testimony should provide a copy to Sharon

Ortiz of our staff, who will see to it
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that a copy is placed on record and that
copies are promptly distributed to all
Councilmembers.

Thank you. That"s an issue
that 1"ve been asked about at least three
times today, and 1 thought we should make
a public statement on it.

IT there are no further
questions, thank you, gentlemen. We
really appreciate your testimony, and
this public hearing will be continued
until tomorrow, Wednesday, February 27th
at 10:00 a.m.

Thank you very much.

(Committee of the Whole

adjourned at 3:25 p.m.)
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