Committee of the Whole
June 3, 2019

COUNCIL OF THE CITY OF PHILADELPHIA
COMMITTEE OF THE WHOLE

Room 400, City Hall
Philadelphia, Pennsylvania
Monday, June 3, 2019

11:25 a.m.

PRESENT :

COUNCIL PRESIDENT DARRELL L. CLARKE
COUNCILWOMAN CINDY BASS
COUNCILWOMAN JANNIE L. BLACKWELL
COUNCILMAN ALLAN DOMB

COUNCILMAN DEREK S. GREEN
COUNCILMAN WILLIAM K. GREENLEE
COUNCILWOMAN HELEN GYM

COUNCILMAN BOBBY HENON

COUNCILMAN KENYATTA JOHNSON
COUNCILMAN CURTIS JONES, JR.
COUNCILMAN DAVID OH

COUNCILMAN BRIAN J. O"NEILL
COUNCILWOMAN CHERELLE L. PARKER
COUNCILWOMAN BLONDELL REYNOLDS BROWN
COUNCILMAN MARK SQUILLA

COUNCILMAN AL TAUBENBERGER

BILLS: 190152, 190153, 190154, 190155, 190317,

190318, 190319

RESOLUTIONS: 190164

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




Committee of the Whole
June 3, 2019

© 00 N O O A~ W N P

N D DN NMNDNPFEPF P PP R PP R R R R
a A W N P O © 0 N O O A W N P+ O

COUNCIL PRESIDENT CLARKE: Good morning.
We are going to get started.

This 1s the Public Hearing of the
Committee of the Whole regarding Bill No.
190152, 190153, 190154, 190155, 190317, 190318,
190319 and Resolution No. 190164.

Mr. Stitt, please read the titles of the
Bills and Resolution.

THE CLERK: Bill No. 190152: An
Ordinance to adopt a Capital Program for the six
Fiscal Years 2020-2025, inclusive.

Bill No. 190153: An Ordinance to adopt
a Fiscal 2020 Capital Budget.

Bill No. 190154: An Ordinance adopting
the Operating Budget for Fiscal Year 2020.

Bill No. 190155: An Ordinance amending
Chapter 19-1500 of The Philadelphia Code,
entitled "Wage and Net Profits Tax,'" by revising
certain tax rates, under certain terms and
conditions.

Bill No. 190317: An Ordinance amending
Section 19-1301.1 of the Philadelphia Code,
entitled "Homestead Exclusion,' to iIncrease the

amount of the homestead exclusion, under certain
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terms and conditions.

Bill No. 190318: An Ordinance amending
Chapter 19-1300 of the Philadelphia Code,
entitled "Real Estate Taxes," by specifying tax
rates for tax year 2020 and thereafter; by
providing that each such tax year, Council shall
enact a tax rate consisting of a ''revenue
neutral™ tax rate intended to produce
approximately the same level of tax revenues as
were generated during the prior tax year, and
any specified adjustment to the revenue neutral
rate as deemed necessary that tax year; and by
making technical amendments, all under certain
terms and conditions.

Bill No. 190319: An Ordinance amending
Section 19-1801 of The Philadelphia Code,
entitled "Authorization of Tax,'" to further
authorize the Board of Education of the School
District of Philadelphia to impose a tax on real
estate within the City of Philadelphia; to
specify tax rates for tax year 2020 and
thereafter; by providing that each such tax
year, the tax imposed by the Board of Education
shall be at a rate set by Council by ordinance,

which shall consist of a "revenue neutral'™ tax
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rate iIntended to produce approximately the same
level of tax revenues as were generated during
the prior tax year, and any specified adjustment
to the revenue neutral rate as deemed necessary
that tax year; and by making technical
amendments; all under certain terms and
conditions.

Resolution No. 190164: Resolution
providing for the approval by the Council of the
City of Philadelphia of a Revised Five Year
Financial Plan for the City of Philadelphia
covering Fiscal Years 2020 through 2024, and
Incorporating proposed changes with respect to
Fiscal Year 2019, which is to be submitted by
the Mayor to the Pennsylvania Intergovernmental
Cooperation Authority (the "Authority') pursuant
to the Intergovernmental Cooperation Agreement,
authorized by an ordinance of this Council
approved by the Mayor on January 3, 1992 (Bill
No. 1563-A), by and between the City and the
Authority.

COUNCIL PRESIDENT CLARKE: Thank you,
Mr. Stitt. Today we continue the Public Hearing
of the Committee of the Whole to consider the
bills read by the clerk that constitute proposed
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operating and capital spending measures for
Fiscal 2020, a capital program and forward
looking capital plan for Fiscal 2020 through
Fiscal 2025.

Today we will hear testimony from the
City, School District and Administration and
testimony from the public on Bills No. 190317,
190318 and 190319. We will begin the testimony
from Administration.

Mr. Stitt, the first person to testify
from the Administration i1s?

THE CLERK: Rob Dubow.

COUNCIL PRESIDENT CLARKE: Thank you
very much.

(Panel approaches Witness Table.)

COUNCIL PRESIDENT CLARKE: Good morning,
Mr. Dubow.

MR. DUBOW: Morning, Council President
Clarke.

COUNCIL PRESIDENT CLARKE: Morning.

MR. DUBOW: Morning, Council President
Clarke, Members of the Committee. 1"m Rob
Dubow, Finance Director for the City. And I™m
here to testify on Bills. 190317, 318 and 319.

Bills would increase the amount of the Homestead
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Exemption to $50,000 and are designed to set
revenue neutral real estate tax trades with
revenue neutral being defined as no net increase
In tax revenues.

While we understand the desire to
provide relief to taxpayers, we believe the cost
of these bills i1s too high. The combined cost
to the City and the School District to the bills
would be more than $70 million in FY20 and more
than $870 million through FY24. The impact on
the District would be particularly devastating.

The five-year cost to the District of
the bills would be about $408 million combined
with the $260 million FY24 gap. In the
District®s most recent projections, these bill
would create negative fund balances of over
$700 million. That would force the District
back into the painful days of deciding what
programs to cut, depriving our students of the
resources they need and likely reversing the
progress the District has made over the last
several years.

The proposals would also create deficits
for the City. The bills would combine to cost
the City almost $400 million through FY24. That
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would flip the $150 positive fund balance
projected for FY24 in the City"s Five Year Plan
to a negative fund balance of over $200 million.

Like the District, the City would be
forced to make painful cuts and scale back
crucial i1nvestments that have been made over the
last several years. Both the City and the
District would likely see recent progress in
their bond ratings reversed, making it costlier
to borrow and harder to make investments in
everything from school facilities to road
paving.

While the bills would be costly, they
don"t provide targeted relief. Since none of
the bills provide relief that includes any means
test, they do not do anything to improve equity.
They provide the same relief regardless of
income, property value or changes iIn assessed
value. By itself, the Homestead Bill would cost
the City and School District $145 million over
five years. Each $5,000 increase in the
Homestead cost the School District 8 million per
year and the City 6.5 million annually.

While the bills do not provide targeted

relief, the City does have an array of programs
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ranging from the Senior Citizens tax freeze to
OOPA to Loop that are targeted to provide owners
who have financial needs or have seen dramatic
Increases In their assessments. The
Administration understands there are some
properties where the accuracy assessments needs
to be 1mproved. That"s inevitable when an
organization i1s performing over 460 residential
assessments.

The 1nevitability of errors is why there
i1Is a multi-level appeal process. The owners can
ask the Office of Property Assessment for First
level reviews. And if they are unhappy with the
results of that process, they can file a formal
appeal with the i1ndependent Board of Revision of
Taxes. The fact that there will be some flawed
assessments doesn®"t mean the entire system is
flawed. The ratio study OPA conducted iIn
conjunction with the assessment for FY20 showed
the assessment was within industry standards.
The study showed the coefficient dispersion,
which measures consistency of assessments, was
11 percent for residential properties, well
within the IAA standard of 15 percent or less.

Another measurement i1s the price related
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differential. It measures whether assessments
are regressive. Again, OPA was well within
standards.

The Administration i1s happy to continue
working with Council on relief measures. We
believe these bills are too expensive.

That concludes my testimony. And I am
available to answer any questions you may have.

COUNCIL PRESIDENT CLARKE: Thank you
very much.

Chair recognizes Councilman Johnson.

COUNCILMAN JOHNSON: Thank you, Council
President Darrell Clarke.

Rob, what 1s the status of the
recommendations from members of City Council
regarding the Office of Property Assessment? |1
know we are supposed to be searching for a new
head. What"s the status of that individual?

And then the recommendations that came
out of Council study that looks at reforming
Office of Property Assessment?

And then last, give us an update of the
current lawsuit against the City of Philadelphia
Office of Property Assessment regarding

commercial industrial properties being assessed
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differently than residential properties.

So those three i1tems, can you just
respond for the record, please?

MR. DUBOW: Yes. We are working on all
of the recommendations. The Chief Assessor
position has been listed. We advertise for it
with the assessment industry organization. We
have gotten a number of responses. And we are
really right at the stage where we are going to
start interviewing. So, we are making progress
there.

There was a recommendation about
improving the quality of information. And we
are putting out an RFP to bring In an outside
firm to help us improve that quality. So, we
are moving on the recommendations.

You asked about the lawsuit. The
lawsuit actually i1s going to trial this week.

COUNCILMAN JOHNSON: And last but not
least, what are the City"s efforts In terms
of -- something I heard significantly while I
was on the trail during these last couple
months, and | go and talk to hundreds of people
In hundreds of community settings. People say,

Council, we hear you talking about all these
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great programs that the City supposed to offer
as relates to the iIncrease in our real estate
taxes, but we don"t know anything about these
services.

So, what are we doing to take this to
the next level so people will know about
Homestead Exemption, Senior Citizens Tax Freeze,
the new home loan PHL Repailr Program, the
$10,000 Grant Program? What"s the aggressive
approach so people can take advantage of it and
not just think that we are significantly doing
assessments each year, which some look at as the
same as a tax increase.

MR. DUBOW: The Revenue Department®s
budget actually included an iIncrease in
resources for outreach to make sure that people
know about those programs. So, we will
aggressively do that outreach to make sure
people know that.

COUNCILMAN JOHNSON: Thank you.

COUNCIL PRESIDENT CLARKE: Thank you,
Councilman.

Chair recognizes Councilman Jones.

COUNCILMAN JONES: Thank you,

Mr. President.
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Quick question on following up on my
colleague®s point, Councilman Johnson®s point.
We put a portion, 1 think it"s around, $30
million aside for appeals. Can you update us on
how that 1s going? How much we have paid out by
way of appeals?

MR. DUBOW: For the 2019 assessment,
there were about 9,000 -- somewhere between
9,000 and 10,000 appeals. The BRT i1s in the
process of hearing those appeals. They have
said they will be done by the end of the fiscal
year. So not -- the end of the calendar year.
So, they are about halfway through.

On average, | think the appeals loss has
been about 12 percent of the value that was
being appealed. | don"t have the numbers off
the top of my head, but I can get you that.

COUNCILMAN JOHNSON: Last year, what did
we come In by way of appeals versus payouts and
awards based on assessments that might have been
Incorrect?

MR. DUBOW: Each year the appeals loss
has been in the kind of 10 to 15 percent range.

COUNCILMAN JONES: Okay. So, out of the

30 million that we set aside, only how much of
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i1t winds up being utilized?

MR. DUBOW: Vast majority. But we can
get back to you with the exact numbers. 1 don"t
want to give you a bad number.

COUNCILMAN JONES: Can you get that to
the President, please.

Thank you, Mr. President.

COUNCIL PRESIDENT CLARKE: Thank you,
Councilman.

Chair recognizes Councilwoman Gym.

COUNCILWOMAN GYM: Thank you very much
Council President.

I have a couple of quick questions. One
I1s about the timing of this.

So, how much did you say that 1t would
impact the City and the School District budget
combined?

MR. DUBOW: The combined amount is
about -- 1 think, 1t"s 850 million combined.

COUNCILWOMAN GYM: 850 million?

MR. DUBOW: I think, yeah.

COUNCILWOMAN GYM: Over the next five
years?

MR. DUBOW: Yes.

COUNCILWOMAN GYM: Okay. And that, we
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have not previously had this discussion with
you; is that right?

MR. DUBOW: That"s correct.

COUNCILWOMAN GYM: And then I know we
haven®t passed our school budget. Are you aware
of when the School District passed i1t"s budget?

MR. DUBOW: Last week.

COUNCILWOMAN GYM: Last week, okay. And
at any point, did 1t come before the School
District that this was a bill that, you know,
had been -- had this been iIn discussion with the
School District before?

MR. DUBOW: 1 think very late iIn the
process. So, | think within probably the last
weeks they knew about it. But really --

COUNCILWOMAN GYM: The last week?

MR. DUBOW: Really, the last few weeks.
But Uri is here.

COUNCILWOMAN GYM:= 1 will make sure to
ask that. But 1 just wanted to be clear.

MR. DUBOW: Very late, after they had
done most of their planning and put their budget
together.

COUNCILWOMAN GYM: You know, and I do

think that®"s an important conversation that this
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whole body needs to have about the overall tax

policy. | am just surprised, you know, to have

it June 3 --
MR. DUBOW: Yes.
COUNCILWOMAN GYM: -- as opposed to iIn

the fall, which I think 1t"s an important time
for us to really discuss this.

Can you talk a little bit -- now, we had
the Homestead Exemption. We raised that
Homestead Exemption recently; is that right?

MR. DUBOW: Last year the Homestead
Exemption rate was raised from 30,000 to 40,000.

COUNCILWOMAN GYM: So, we raised 1t —--
right -- by one third last year.

MR. DUBOW: Correct.

COUNCILWOMAN GYM: And the proposal is
to more than -- iIncrease it by more than --

MR. DUBOW: For another 25 percent, yes.

COUNCILWOMAN GYM: So -- and how much of
an impact did last year"s Homestead Exemption
have on the City budget?

Would 1t be comparable to what"s being
proposed --

MR. DUBOW: Yes.

COUNCILWOMAN GYM: -- or 1is It more
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Page 16
significant?

MR. DUBOW: It would be comparable.

COUNCILWOMAN GYM: So, that 30 million a
year --

MR. DUBOW: It went up 10,000. That
would be about the same.

COUNCILWOMAN GYM: Something about
30 million a year?

MR. DUBOW: Yeah.

COUNCILWOMAN GYM: Okay. And that was
last year that we already did this?

MR. DUBOW: Correct.

COUNCILWOMAN GYM: Okay. And then 1
think the final question that | had i1s similar
to what Councilman Johnson was asking.

Could you -- could the City make a
commitment to reach out to every City
Councilmember to offer to do the -- a full
explanation of all available programs within a
District context setting? |1 mean, | think
people are asking, are they available? Yes,
they are available.

I think the request i1s, If that a
District Councilmember wants, they should be

able to come to the City and you have a to-go
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team of people with all the explanations to sign
people up immediately for all the different
exemption programs.

Is that something you are --

MR. DUBOW: Yes, we are happy to do
that.

COUNCILWOMAN GYM: Okay.

MR. DUBOW: And I believe that Revenue
actually does go out to community meetings of
people who provide that information. We are
happy to do 1t with each District Councilperson.

COUNCILWOMAN GYM: 1 think part of 1t is
not must providing the information, but helping
people sign up right there.

MR. DUBOW: Yes.

COUNCILWOMAN GYM: 1Is that right?

MR. DUBOW: Yes.

COUNCILWOMAN GYM: 1 think that that is
a commitment that I certainly am looking for.
Because we get calls, even as an at-large office
about some of this.

MR. DUBOW: And we are happy, obviously,
with at-large members, the same thing.

COUNCILWOMAN GYM: All right. Thank you

very much.
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COUNCIL PRESIDENT CLARKE: Thank you,
Counci lwoman.

Chair recognizes Councilwoman Parker.

COUNCILWOMAN PARKER: Thank you,

Mr. President. And good morning, Mr. Dubow.

MR. DUBOW: Good morning.

COUNCILWOMAN PARKER: My line of
question is to follow up on what Councilman
Johnson referenced when he talked about the
multitude of programs that the City offers
relative to providing some form of a property
tax relief to our residents and/or supports.

Before 1 start there, | just need you to
take me on a quick stroll through history to
tell me how long has the City of Philadelphia
been offering the Homestead Exemption? When --
what year do you remember where you granted that
authority from the Pennsylvania General
Assembly?

MR. DUBOW: 1 believe 1t was around
2012, i1n that range.

COUNCILWOMAN PARKER: 2012.

MR. DUBOW: Yeah. Right around when the
AVI Initiative was --

COUNCILWOMAN PARKER: Okay. Do you
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remember how much 1t was -- how much was the
Homestead Exemption when the City was fTirst
granted the enabling authority?

MR. DUBOW: 1 think our original
Homestead was 30,000.

COUNCILWOMAN PARKER: Was 30, okay. The
City of Philadelphia moves to implement AVI.
You"re granted enabling authority from the
State, and you start with 30,000.

Currently as we speak right now, what is
the amount of the Homestead Exemption?

MR. DUBOW: 40,000.

COUNCILWOMAN PARKER: So, we started
with 30, now it"s 40,000. With that being said,
would you happen to know -- and even i1f you
don*"t know the exact number, I want you to just
help me with a ballpark number.

How many Philadelphians are eligible for
the Homestead Exemption right now?

MR. DUBOW: So, anybody who owns their
home i1s eligible for a Homestead. There are
some people who sign up for other programs, and
there are some programs where you can"t do them
and a Homestead. Right now, there are about

220,000 homes that 1 think have Homesteads.

Page 19

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




Committee of the Whole
June 3, 2019

© 00 N O O A~ W N P

N D DN NMNDNPFEPF P PP R PP R R R R
a A W N P O © 0 N O O A W N P+ O

COUNCILWOMAN PARKER: About 220,0007?

MR. DUBOW: 1 think that®"s the number.

COUNCILWOMAN PARKER: And so, when we
are talking about ballpark, because this is what
connects both Councilman Johnson and
Councilwoman Gym mentioned it, when we talk
about the menu -- and one of the things as a
District Councilperson that does get a little
frustrating from time to time, especially when
you walk us through the history that we started
at 30 and now we could potentially be moving
upwards to even increase i1t from the 40, that
this legislative body has taken a very assertive
and aggressive sort of role iIn trying to even
enhance the currently listed menu of
opportunities that are available for
Philadelphians. But the i1dea is whether or not
people know.

So if you tell me we currently have
220,000 residents taking advantage of Homestead,
how many more do we think potentially when we
look at the number of homeowners in Philadelphia
and we sort of exempt those that would be what
you call, not double dipping, but taking

advantage of other programs that wouldn®t make
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them eligible for Homestead, do you know
approximately, like, how many would we say?

MR. DUBOW: 1t"s hard to estimate that.
But I would guess i1t"s probably somewhere in the
20 to 30,000 range.

COUNCILWOMAN PARKER: And you mentioned
that the Revenue Department is actively engaged.
And you talked about what was included in the
proposed budget. Part of those dollars are
dollars that would be used to focus on
marketing?

MR. DUBOW: That"s right.

COUNCILWOMAN PARKER: The marketing of
the programs.

MR. DUBOW: For this program, for OOPA
program.

COUNCILWOMAN PARKER: So, that would be
OOPA, Senior Tax Freeze?

MR. DUBOW: Yes.

COUNCILWOMAN PARKER: Everything. Let
me just lend my voice to the advocacy, for the
promotion and marketing of these programs. The
private sector gets it done really well 1In
making sure that we understand brands, we

understand programs. And they find a way to do
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it. 1 hope we will get creative and much more
aggressive in taking our message to Philadelphia
residents about what i1s and i1s not available
because we have a plethora of programs that are
available for just about every Philadelphian at
every stage in their lives.

So, 1 want to make sure that we are
marketing that. And thank you.

MR. DUBOW: Thank you.

COUNCIL PRESIDENT CLARKE: Thank you.

Chair recognizes Councilman Green.

COUNCILMAN GREEN: Thank you, Council
President.

Good morning, Mr. Dubow. Just have a
few quick questions. 1 just want to confirm.

As of right now, what i1s the projected
fund balance for FY207?

MR. DUBOW: It is about 200 -- for FYZ20,
I think 1t was -- give me one second. Have to
look it up. 1In our Five Year Plan, the FY20
projected fund balance is $150 million.

COUNCILMAN GREEN: 1507

MR. DUBOW: Yes.

COUNCILMAN GREEN: And FY21?

MR. DUBOW: For FY21, 112.
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COUNCILMAN GREEN: Twenty-two?

MR. DUBOW: It"s 97.

COUNCILMAN GREEN: Twenty-three?

MR. DUBOW: 128.

COUNCILMAN GREEN: And "24?

MR. DUBOW: 153.

COUNCILMAN GREEN: Now 153. That does
or does not include PICA In FY24?

MR. DUBOW: That assumes that PICA will
still be in place.

COUNCILMAN GREEN: Assumes that PICA 1s
reauthorized as i1t currently i1s for FY24?

MR. DUBOW: Right. The current --
assumes the revenue will flow the same way.

COUNCILMAN GREEN: What i1s the impact of
the current Homestead Exemption at $40,000 for
FY20?

MR. DUBOW: So at $40,000 -- just one
second. 1 hid my testimony from myself, so I
have to find 1t that I can tell you.

120 million between the City and School
District I think. I think 120 between the City
and School District.

COUNCILMAN GREEN: 120.

MR. DUBOW: If I did the math right in
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my head.

COUNCILMAN GREEN: What about FY21?

MR. DUBOW: About the same.

COUNCILMAN GREEN: About the same.

MR. DUBOW: 1t will go up a few percent
a year.

COUNCILMAN GREEN: Okay. About 120 a
year. Okay. And then as proposed for this
amendment, the impact at 50,000 for FY207?

MR. DUBOW: It goes up by about
30 million. 1t goes up by about 30 million.

COUNCILMAN GREEN: That"s per year
throughout the entire five --

MR. DUBOW: Yeah.

COUNCILMAN GREEN: You®re talking about
150 for FY20 and then 150 throughout?

MR. DUBOW: That"s right.

COUNCILMAN GREEN: Okay.

Thank you, Council President.

COUNCIL PRESIDENT CLARKE: Thank you,
Councilman.

Chair recognizes Councilman Squilla.

COUNCILMAN SQUILLA: Thank you,

Mr. President.

My question is then, the Homesteads will
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only i1ncrease with people on the abatement,
correct, that are coming off the abatement?
Once they come off the abatement, they are

eligible for Homestead.

MR. DUBOW: Sorry. Say that --

COUNCILMAN SQUILLA: Once people come
off the abatement, they would then --

MR. DUBOW: Oh. Are you saying the
number of people --

COUNCILMAN SQUILLA: Right. That would
increase only once they come off.

MR. DUBOW: There are also people who
just haven"t signed up who have signed up. We
have had a couple thousand people sign up within
the last few months. You have a couple ways of
having an increase in the number.

COUNCILMAN SQUILLA: But normally, 1t
will stay pretty consistent except for --

MR. DUBOW: Yeah, that"s right.

COUNCILMAN SQUILLA: Because some people
may sell thelr houses or --

MR. DUBOW: Right. And our projections
assume that it stays stable.

COUNCILMAN SQUILLA: Okay. The revenue

neutral as far as the assessments and tax rate,
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what was the cost you said to the City and
School District 1Tt that bill were to go iInto
effect without any changes in the rate that
Council would then have to do?

MR. DUBOW: Let me -- so, the combined
cost of the two bills is 875. Homestead, 1
think, 1s about 150. 1t would be, like,
700-something million over the Five Year Plan.

COUNCILMAN SQUILLA: Just the revenue
neutral part.

MR. DUBOW: Yeah. Would be, like,
700-something over the five years.

COUNCILMAN SQUILLA: 700-something
million?

MR. DUBOW: Yeah.

COUNCILMAN SQUILLA: So, the initial
year would be approximately 150 million?

MR. DUBOW: Something like that, yeah.
Between the City and School District.

COUNCILMAN SQUILLA: Because the issue
with me i1s, honestly, not so much the revenue
neutral part but fixing OPA. Because i1f we do
revenue neutral, allowing OPA to continue its
methodology of assessments and appeals and

things that aren®t correct, we are going to
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constantly have to be going in and fixing the
rate to get additional dollars for whatever we
need, whether we need additional dollars for
schools or whether we need additional dollars
for other services.

IT we do not fix OPA, none of this
matters what we do today. And there has got to
be a way that we could either every year we meet
with -- during the budget process, we meet and
we talk about the CAMA system and other
priorities In OPA to fix our assessment process.
We have people who have been hit over and over
and over again with large iIncreases.

So even 1T we did revenue neutral,
somebody went up 40 percent this year, somebody
went up 60 percent the year before. When you do
the revenue neutral, all you do 1s move the rate
a little bit to make 1t even. But those people
are getting hit the worse, i1t doesn"t affect
them. It doesn"t help them. We do not have the
ability to help these folks because of the way
the assessments are being put out throughout the
City.

Now, the other issue is, we already have

a lawsuit with the commercial properties that
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are suing as a commercial class action suit
against the City saying that there might have
been some non-uniformity In how the assessments
were done. But put that aside, If we -- 1If we
try to do revenue neutral, all you are doing is
assisting some folks that maybe stayed the same
or went down a little bit to lower theilr taxes.
You are not helping the people getting hit the
hardest. And there are still sections of the
City that have not seen this increase yet, that
are going to see this increase.

And the revenue neutral thing we are
trying to do, the Council i1s being very
reactionary because we want to try and help our
residents. But 1t"s not going to help the
people who are getting hurt the most. We need
to make sure 1T we are really going to do
something, people are going to complain next
year 1T this revenue neutral i1dea past because
those people went up 40 percent and they only
changed the rate 1.2 percent down to make i1t
revenue neutral, you"re not helping them.

So, we need a commitment from the
Administration to say that OPA will have some

type of methodology that we can all understand,
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that we can see across the board that the
assessments will be at some type of actual value
that we can then go to our residents to help
them. Our offices are inundated with concerns
and questions to us saying, how are they coming
up with these assessments? And we have no
answer for them.

So 1T we do the revenue neutral i1dea, do
you see that as a way to fix this problem with
OPA 1n assessments?

MR. DUBOW: No. I think -- I think
everything you said about the impact on people
with large increase to -- right. The revenue
neutral bill doesn®t get us that.

Under methodology, the methodology is
posted now. We posted It up on the website
describing how we get to our assessments. We
showed both how we got to assessments before
FY20 and how the Trending Methodology works for
this year. And we posted ratio study, which
kind of shows how we do against industry
measures. And I know that wasn®"t there before
this year. But that®"s all up now on the
website.

COUNCILMAN SQUILLA: But we only went to
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Trending because our assessments were so
irregular. And by doing the audit, proved that
there was some type of discrepancies or maybe
flaws 1n the model.

MR. DUBOW: We did the Trending,
actually, because we wanted to be able to get
dedicated resources to making the various -- to
implement various recommendations. And knew
that to dedicate staff to do that, we couldn"t
do more than the Trending at the same time. So,
that was really about making sure that the
various recommendations, both from Council®s
audit and from the other outside expert we
brought in, that we can dedicate time to making
those changes.

That 1s what led to the Trending.

COUNCILMAN SQUILLA: And we have been
told time and time again that we are doing
City-wide assessments every year because it"s
mandated by the state, and we have the ability
to do that. And time and time every year, we
see that there is challenges with that process.

Is there anything that the
Administration or OPA 1s looking at to try to
modify that?
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MR. DUBOW: So we are -- again, all the
recommendations that came from Council and the
Administration we are looking at implementing.

So for example, one of the
recommendations was to put in place validation
team. We have already done that. Another was
to put a modeling team In place. And we are in
the process of doing that. Another was to use
outside help to make sure that our Information
was good. We have an RFP that i1s together to do
that.

We are working on the various
recommendations that we have received. And at
this point next year, we are will have CAMA in
place which will also help with this process.

COUNCILMAN SQUILLA: Are we looking to
use CAMA next year or do Trending?

MR. DUBOW: We are most likely doing
Trending for "21. And that information will be
put into CAMA. So, that will be the first
year®s information that will be running through
the CAMA system.

COUNCILMAN SQUILLA: So with Trending
next year, there i1s possibilities, though, that

even some of these same areas that were hit can
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be hit again with large increases. And even if
the so-called revenue neutral went in, it
doesn"t help the people who are getting hurt the
most.

MR. DUBOW: So City-wide for FY -- for
"20, the residential increase i1s about 3.9
percent City-wide.

COUNCILMAN SQUILLA: City-wide.

MR. DUBOW: And there were less than
half a percent City-wide that increased more
than 10 percent.

COUNCILMAN SQUILLA: Less than half
percent City-wide increased?

MR. DUBOW: More than 10 percent.

COUNCILMAN SQUILLA: More than 10
percent.

MR. DUBOW: Yeah.

COUNCILMAN SQUILLA: Well, must be all
my District.

MR. DUBOW: I mean, i1t"s really -- there
are very few. You probably had a bunch of
people In the 8 percent range. 1 think that
happened In your District.

COUNCILMAN SQUILLA: Well, 8 percent

after 40 percent increase i1s tough to swallow.
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MR. DUBOW: 1 understand.

COUNCILMAN SQUILLA: Even 1T you went
up, say, 10 percent but the whole City-wide went
up 2 percent, so say you adjusted 2 percent,
those people are still going up 6 percent. The
only ones who are getting adjusted are ones that
didn®"t go up or go down. And they get a break.

So, there I1s no --

MR. DUBOW: There will be values that go
up as the values of properties go up.

COUNCILMAN SQUILLA: 1 agree. 1 think
we were told initially in 2013 that majority
would probably be anywhere between 2 to
4 percent as an average of assessed increases
per year that would probably be the maximum
increase we would see after those large
Increases. That was the selling point with AVI.

MR. DUBOW: 1 mean, depending on what
happened with the market, right? The market has
been strong for a number of years.

COUNCILMAN SQUILLA: I mean, to have
some neighborhoods go up 50 percent, 100 percent
In one year is hard to believe iIn this area.
It"s either the numbers weren®t right last year

or the numbers --
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MR. DUBOW: None of that happened in
"20. There were no neighborhoods that got those
kind of increases In --

COUNCILMAN SQUILLA: We had some people
this year that went up 40 percent. This year
with the Trending.

MR. DUBOW: That would only happen if
there was some change to the building that
didn®"t happen. Because Trends were applied
for geographic areas. |If you had something that
was, like, 40 percent, i1t means that there was
some other change to the -- to the property.

COUNCILMAN SQUILLA: When we look at the
owner-occupants for the City-wide, and they are
the ones who are, obviously, being concerned
this year because seems like they are the ones
that are Trending. You are Trending both
commercial -- all properties, correct?

MR. DUBOW: Correct.

COUNCILMAN SQUILLA: Increases of total
properties In just say my District that were up
around $800 or close to 800 properties, $800 in
one year. And that"s just with the Trending.

IT you were to even do, say, revenue neutral

this year and say you lowered that the -- what
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was 1t, 3 percent City-wide?

MR. DUBOW: Three point -- well, the
residential was 3.9, so. But including
commercial, including non-residential, Is more
like Tive.

COUNCILMAN SQUILLA: So instead of $800,
it would probably be around 650 that their
increase would be. And that --

MR. DUBOW: If they iIncreased about
8 percent. So iInstead, they would increase
about 3 percent, right?

COUNCILMAN SQUILLA: But 75 percent of
the households in my District has iIncreased this
year again 75.02. Which 1s -- so 1t"s every
year, year after year after year that iIt°s
happening. And again, I"m feeling the brunt of
it now. And I"m the one complaining the most.
You are going to see other Districts next year,
the year after when they start catching up to
some of these other areas. And those iIncreases
are going to really jump.

And 1 mean, that"s why 1 am just opposed
to the revenue neutral plan of trying to do
this. Because we are not really getting to the

point of helping the folks who need i1t the most.
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We are not fixing the assessment process.

MR. DUBOW: We are fixing the assessment
process.

COUNCILMAN SQUILLA: Not -- by making it
revenue neutral, we are fixing 1t?

MR. DUBOW: Oh, no. |1 thought you meant
we as a City weren"t trying to fix these.

COUNCILMAN SQUILLA: No. The reason why
I*"m opposed to the revenue neutral.

MR. DUBOW: Oh, got 1t. Understood.

COUNCILMAN SQUILLA: Is because we are
still not helping the people who are going up
the most. And we are not fixing the problem
that"s creating -- we are reacting to something
because we have to, and we are still not fixing
OPA. Thank you.

MR. DUBOW: Understood. Thanks.

COUNCIL PRESIDENT CLARKE: Thank you,
Councilman.

Chair recognizes Councilman O"Neill.

COUNCILMAN O*NEILL: Thank you,
Mr. President.

Mr. Dubow, the numbers you gave both in
the current year and the Five Year Plan --

MR. DUBOW: Yes.
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COUNCILMAN O*NEILL: -- for the two
bills, the two different.

MR. DUBOW: Yeah.

COUNCILMAN O"NEILL: One is a combined,
I mean, two bills In one. Could you just break
that down again over one year and over fTive the
difference between the two, as well.

MR. DUBOW: Sure.

So for the District, the cost is
$480 million over five years of both bills. Of
that $480 million, $80 million roughly is the
Homestead.

COUNCILMAN O"NEILL: And 400 --

MR. DUBOW: 400 would be revenue
neutral, yes.

COUNCILMAN O"NEILL: Okay. It"s about
five times the revenue neutral Impact.

MR. DUBOW: For the City, the cost of
the bills 1s around 400 million. And the cost
of Homestead is about 65 million.

COUNCILMAN O"NEILL: Okay.

MR. DUBOW: So, about 335 I guess
without --

COUNCILMAN O"NEILL: Okay. And to the
extent that --
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MR. DUBOW: 65.

COUNCILMAN O"NEILL: To the extent that
as we did last year, 1T we were making the
School District whole, the City making School
District whole, those numbers change, too?
Impact on the City.

MR. DUBOW: Right. You could add the
School District and the City numbers together
for the Homestead, and that would be the impact
on the City.

COUNCILMAN O"NEILL: Right. But when my
colleague Councilman Squilla was talking about
this not helping the people that got the highest
assessments, net neutrality, the genesis origin
of net neutrality or revenue neutrality,
assessment neutrality -- however, you want to
call 1t -- the neutrality bill, that approach
IS -- there i1s a lack of confidence iIn
Philadelphia, at least that 1 have experienced,
Iin the i1ndependence of the assessment process,
how independent it is from the revenue raising
process. This i1s one that Dave Glancy talked
about for years. It -- just let me be an
assessment.

Where neutrality has been introduced and
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passed, is for that reason. That no matter what
someone”"s assessment may have -- how much it may
have gone up, at least they know It wasn"t to
raise money. It makes thing real complicated on
the other end 1In terms of budgeting and having
to raise taxes to make up for that i1If you want
to spend more than you spent last year. |
understand that.

And the numbers are really high. 1
mean, you just gave the difference between just
a $10,000 Homestead and just total neutrality.
Not having any number iIn there, like, 2 percent
or whatever you would choose.

And we are i1n a different position iIn
the City being a county. We have discussed this
privately. That in the other 66 counties, there
IS no —-- the county is raising revenue for one
individual town, village, township. They have
multiple, you know, even Allegheny County has 80
some jurisdictions. So, the independence of
that -- and we are talking about a lot of
counties that don"t assess at all are haven"t 1in
a long time.

Philly i1s different. And 1"m not sure
what the best way of doing that, but I would
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hope that as we keep working on the OPA i1ssue --
and we don"t have to go into any details on

that -- 1t"s really a question, | think for most
people, of degree in terms of getting i1t right
or straightening i1t out or whatever. It"s not
whether 1t needs to be straightened out or
improved.

But the -- on the surface, | understand
that net neutrality sounds like a pretty quick
answer to not raising revenues just trying to
get 1t right. And yet, the public i1s convinced
and that it plays -- revenue raising plays a big
part in it.

I would hope that we can work together
because we both represent the same people, and
try to come up with something that raises the
confidence level that people need to be raised
that the assessment process i1s neutral In
concept and in implementation. That while, you
know, somebody may have gotten hit hard this
year, there is an absolute reason, justifiable
reason for i1t and not people that are scratching
their heads trying to figure out with nothing
selling for much more than i1t was selling last

year or the year before. And we are not talking
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about the Districts where that -- outside Center
City doughnut keeps getting larger and larger.

But the majority of the homes i1n that
220,000 pool that lie outside that doughnut.

And they are just happy 1T they can sell their
house, let alone get what they think it"s worth.
That we can come up with something that gets us
to either not feeling we need neutrality iIn a
piece of legislation or where we have something
that we can agree on. And 1 realize that
particularly on the neutrality side, this came
up after. It"s a much different discussion when
It"s for this year as opposed to next year.

And rather than put a date on i1t for
next year, | think we can have some more honest
discussion about 1t. And I think my colleague
who was my chief cosponsor, Councilman Domb,
would agree with me on what 1°ve been saying.

But | appreciate your concern. But I
also appreciate the enormity of the number that
hits the Five Year Plan. And 1 -- but I also
think when you take percentage of $5 billion
budget and you look at $10,000 Homestead, you"re
talking about somewhere in the 0.00 single digit
2, 3, 4 range, four-tenths of 1 percent that you
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are talking about. And whether 1t"s the School
District or the City, we have got to realize
that those 220,000 people, most of whom live
outside the doughnut and are just iIn stable
neighborhoods, hopefully, that are holding their
own or trying to hold their own, that they count
too. And they count as much as our education
system. They count as much as our City
operations. We have to keep them strong.

And the Homestead is one of the few ways
we have to keep them strong and to recognize
that they are getting hit with increases while
we are still trying to fix an OPA system that,
to whatever degree you may think i1t"s out of
whack, 1t"s out of whack.

And one of the things that comes up
constantly when people are trying to figure out
how did they do this -- and 1"m not talking
about the 15 percent increases. 1"m talking
about the iIncreases that just appear to be out
of nowhere compared to what homes are selling
for on their block, have been selling for for
years, is that there 1Is an abated -- a tax
abatement was built two blocks away, two houses.

Somebody tore something down or there was a
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vacant lot, and they"ll get another
100,000/150,000 because, one, there iIs a tax
abatement; two, 1t"s a brand new property and
not an old property like most of the
neighborhood. And that"s the only thing that"s
driving this because nothing else seems to be --
they can"t access -- the individual homeowner
can"t access OPA to get the information to make
a decision on whether to appeal, whether to ask
for Tirst review. And again, First review 1Is
the judge and jury being the same person that
did the assessment to begin with. The -- and
not giving them any information to base it on.

So, 1t"s a real complicated system. But
I think net neutrality will be out there until
we come up with something that convinces people
that the process is honest, that i1t"s not
revenue generating as a priority, and that i1t"s
more transparent to the taxpayer, much more
transparent than it iIs now.

But 1 appreciate your testimony. |
appreciate your work on this i1n trying to come
up with solutions.

MR. DUBOW: Just want to say a couple of
things. 1 completely agree i1t"s important that
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people have faith iIn the assessment system. We
need to work to make sure that that happens. |
do want to emphasize that we are really clear
with OPA that their job is to get assessments
right. And that they are completely separate
from the revenue generating side of 1t. And we
have never talked to them about generating
revenue because that"s not their job. Just to
be sure that"s clear and understood.

The other thing I just want to point
out. I know you talked about the hit being a
small part of our budget. We, actually, in our
budget there i1s not a lot of flexibility because
of our fixed costs. And you know, things like
police and fire we know we are going to put iIn.
Numbers that may seem like a small percent of
our budget, they have a big impact on what we
are able to do.

COUNCILMAN O*NEILL: The Homestead
expenditure -- just for the record, I will make
it clear -- i1s your estimate of what you are
going to bring In just from assessments this
year to the City revenue stream larger or
smaller than the proposed $10,000 Homestead

Exemption will cost us?
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And 1T 1t"s larger or smaller, by how
much?

MR. DUBOW: So for the General Fund from
FY19 to FY20, and 1t"s kind of a quirky year
because of the impact of the tolling
legislation. So, looking at the two years iIs a
little off. There®"s about a $50 million
Increase. But taking out the tolling 1mpact,
that difference would be a lot smaller.

But to answer to your question i1s, the
amount we take in would be larger than the
impact of the bill.

COUNCILMAN O"NEILL: 1t would be larger.
Considerably larger depending on how many
million dollars you think i1s considerable.

MR. DUBOW: Yeah.

COUNCILMAN O"NEILL: Okay. Thank you.

COUNCIL PRESIDENT CLARKE: Thank you,
Councilman.

Chair recognizes Councilman Green.

COUNCILMAN GREEN: Thank you, Council
President.

I just wanted to follow up on questions
that Councilmember Squilla asked regarding OPA
and the future of the latest for OPA. ITf 1
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remember correctly, you®"re currently doing a
search for a new Chief Property Assessor for the
City?

MR. DUBOW: That"s correct.

COUNCILMAN GREEN: As part of that
search process, i1s there any language iIn that
request for that personnel discussion regarding
CAMA?

MR. DUBOW: Sorry, didn"t hear you.

COUNCILMAN GREEN: Discussion regarding
CAMA. Any information in the job description in
reference to that person coming into the City of
the Philadelphia has experience on implementing
any type of CAMA system?

MR. DUBOW: There i1s -- the requirements
about the type of experience, | don"t think
there 1s any specific that says something about
implementing CAMA system. But that®"s definitely
something that we would look for as we talked to
potential candidates.

COUNCILMAN GREEN: 1 guess the reason |
raise the question, because this i1s something 1
brought up, as you know, consistently since
first joining this body, actually, before

joining this body about the exorbitant long time
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It"s taking us to bring the CAMA system to
fruition. In fact, even during testimony when
we were talking about the methodology of how the
Office of Property Assessment does assessments,
that information is not available for the public
or even City Council.

Part of the reason why i1t"s not
available, because from my recollection from the
testimony that you provided, that we don"t have
a CAMA system. So | guess my question is, the
fact that we have had so many years iIn getting
this system implemented and now we are about to
bring In a new chief property assessor for the
City of Philadelphia, 1t seems to me that part
of the job description that this person would
have the ability or that past track record of
implementing this type of system considering all
the i1ssues and concerns people raise not only in
this hearing but in past hearing regarding the
reliability of the assessment process in the
City of Philadelphia.

MR. DUBOW: As I said, that would be
something that when we talk to candidates, we
will emphasize and make sure that"s an area

where they have experience.
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I do want to also say In terms of the
methodology, it is up on the website.

COUNCILMAN GREEN: It 1s?

MR. DUBOW: It is up on the website,
yes.

COUNCILMAN GREEN: As of when?

MR. DUBOW: 1t"s been up over a month.

COUNCILMAN GREEN: Okay. Still somewhat
recent. Okay.

So I mean, that"s just -- 1 think just
from listening to my colleagues and their
questions and, iIn particular, that Councilmember
Squilla®s concern, 1 think 1t"s a legitimate
concern that people just fundamentally do not
have a trust In the assessment process in the
City of Philadelphia. We went from before we
brought in Actual Value Initiative when we had a
very challenging means of how you compute your
property taxes with a Commonwealth Ratio and all
those type of things.

We went to AVI. We are now kind of in
an AVl part two scenario. Part of that because
we don"t have CAMA system as well as other
Issues. And people just don"t have a trust iIn

the numbers they are getting from the City. And
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I think that causes the challenges that we are
seeing today and will continue to see going
forward until we can give people a reason to
believe the type of assessments they are
receiving.

MR. DUBOW: 1 understand that we have to
do that, and we have to build that trust.

COUNCILMAN GREEN: And I think -- 1
would agree with Councilmember Squilla that we
will be In this seat once again next year and
ongoing 1T we don"t have a realistic perspective
of how we are going to be able to get to a point
where people can trust iIn data -- trust the
information receiving from the City regarding
taxes.

MR. DUBOW: Understood.

COUNCILMAN GREEN: Thank you.

Thank you, Council President.

COUNCIL PRESIDENT CLARKE: Thank you,
Councilman.

Chair recognizes Councilman Jones.

COUNCILMAN JONES: Thank you,
Mr. President.

COUNCIL PRESIDENT CLARKE: You're

welcome.
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COUNCILMAN JONES: A couple of -- 1T you
sit here long enough, and the good news about
seniority i1s you hear a lot over time. And if I
recall and you were in these chambers, as well,
there was a time when we were trying to make a
dollar out of $0.50, willing to borrow from any
place to salvage the school system. 1 remember
young aggressive advocates named Gym coming in
and beating the drum for public education. |
kind of remember that.

Here we are in a situation where at
least there i1s some stability within public
education by way of us not having to cut, layoff
teachers, layoff more counselors and things like
that. We are in at least a stable place. Won"t
codify 1t as a good place. But | have been to
enough graduations over this season to see that
we are moving in the right direction.

SLA one of the graduations | had an
opportunity to go to In their presentation said,
"but we still don"t have a music teacher and we
still don"t have some of the things they need."
They are making do with a little more confidence
about predictability about their budget.

Would you agree with that?
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MR. DUBOW: Yes.

COUNCILMAN JONES: All right.

Second thing, | remember sitting in this
chamber when you were talking about a -- 1 think
It might have been as low as a $30 million
surplus. What was the all time low?

MR. DUBOW: We had negative fund
balances during the recession. So we -- when we
came out of that the first year, 1 think our
fund balance was under a hundred thousand
dollars.

COUNCILMAN JONES: So, today we have
approximately 300 what?

MR. DUBOW: We ended last year at 368.
As we are talking about for FY20, we are talking
projecting ending with 150 million.

COUNCILMAN JONES: All right. So, 1
just want to for the record say, and i1f 1
recall, Mr. President, when asked if we would
raise the millage rate, | think even this year,
we refused to do 1t as a body; i1s that correct?

MR. DUBOW: Last year, yes.

COUNCILMAN JONES: Last year, right?

MR. DUBOW: Yes.

COUNCILMAN JONES: We did not increase
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the millage rate and put that burden on
homeowners; is that correct?

MR. DUBOW: Sorry, what?

COUNCILMAN JONES: We did not increase
the millage rate like you guys asked. And we
still managed, based on AVI and the value of
properties in the City of the Philadelphia, to
produce that surplus; Is that correct?

MR. DUBOW: That"s correct.

COUNCILMAN JONES: All right. So now,
the average value, 1Tt I recall back then, was
about 99 billion at one point worth of taxable
real estate In the City of Philadelphia; i1s that
correct?

MR. DUBOW: Sounds right.

COUNCILMAN JONES: What i1s the rate of
taxable real estate in the City of Philadelphia
now?

MR. DUBOW: 1 think 1t"s at least 125.
I don"t have 1t In front of me, though.

105 billion, but I don"t have 1t In front of me.

COUNCILMAN JONES: We are constantly
moving In the right direction. What we are
debating now is that impact on certain

communities by way of tax rates and things like
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that, which 1 understand why my colleagues are
fighting so hard for.

But 1 want to say, 1t"s not all bad
news. Because when 1 -- when my grandmother
left her house, 1t might have been In a certain
area that had that negative net worth. It 1is
now an asset to our family. A asset because the
property value actually went up, which allows
people to buy, which allows people to borrow,
which allows neighborhoods to improve based
on -- so, | don"t want in particular middle
neighborhoods, 1 want us to understand that it
isn"t all bad news.

It 1s growth and stabilization for many
neighborhoods in the City of Philadelphia; is
that correct?

MR. DUBOW: 1 agree.

COUNCILMAN JONES: You should say that
every now and then as opposed to just responding
to all of the negative impact. There iIs some
positive Impact.

Finally, | think 1t"s important for us
to note that -- how do we compare to other
cities by way of property values?

Have you done any analysis on that?
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MR. DUBOW: OFf whether our total
valuation?

COUNCILMAN JONES: Yes.

MR. DUBOW: 1 have not looked at other
major cities. They tend to be -- one of the
things that differentiates Philadelphia from
other places is we are -- City government 1is
less reliant on the property tax than other
places. Most places are -- have property taxes
as their primary tax. As you know, we have the
wage tax as our primary tax.

COUNCILMAN JONES: So, 1 remember the
Philadelphia where we were "'oh me, oh my" about
our City"s future.

We at least are stable. We are trying
to create stabilization for the long-term
residents so that 1t"s not all new residents
that come 1In and take advantage of this. That
IS a good thing to be discussing and debating in
these chambers.

It 1s not all bad news.

MR. DUBOW: Agreed.

COUNCILMAN JONES: And 1"m going to need
you to say that every now and again.

MR. DUBOW: Thank you for the
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suggestion.

COUNCILMAN JONES: Thank you.

COUNCIL PRESIDENT CLARKE: Thank you,
Councilman.

Mr. Dubow, appears to be all the
questions for you. Are you going to hang
around?

MR. DUBOW: Yes.

COUNCIL PRESIDENT CLARKE: Thank you.
Thank you.

I think -- Mr. Monson, are you next?

(Panel approaches Witness Table.)

COUNCIL PRESIDENT CLARKE: Uh, good
morning -- good afternoon.

MR. MONSON: Good afternoon, Council
President Clarke, Members of the Committee. 1'm
Uri Monson. 1I"m the Chief Financial Officer for
the School District of Philadelphia. 1"m here
to explain the Impact to the School District of
Bills 190317, which would increase the amount of
the Homestead Exclusion; and 190318, the revenue
neutral tax rate.

Let me begin by saying to clear the
passage of the two bills, particularly so late

in the budget cycle, would have disastrous
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impacts on the School District of Philadelphia
and contribute to unwinding the progress we have
made over the past few years. The dollar
figures 1nvolved are staggering. The change 1n
the Homestead Exclusion would cost the School
District about $17 million in Fiscal Year 20,
more than $85 million over the life of our newly
enacted Five Year Plan.

The revenue neutral bill 1s even more
significant, reducing District revenues by
nearly $25 million next year and just over
$400 million over the next five years.

Combined, it"s $42 million for the District
beginning in just a few months, and nearly half
a billion dollars over the next five years.

This past Thursday night, the School
Board adopted i1t"s Fiscal Year 20 budget based
on revenue estimates which assumed no changes to
the tax rates or policy. The adopted budget
continued the District"s recent practice of
making sustained and sustainable iInvestments,
the types of i1nvestments which have resulted in
Increased graduation rates, higher literacy
rates and students three year academic growth

rates for literacy and math outpacing the State
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average.

The FY20 budget expands the District"s
early literacy efforts to the fourth and fifth
grade, provides more ESL teachers, modernizing
additional 140 classrooms, adds nurses and
counselors, and iIncreases i1nvestment in our
facilities. These investment decisions are made
in the context of what the District will be able
to support and sustain over at least Tive years
to prevent a churn of iIncreasing investments
followed by rapid cuts.

These i1nvestments would never have been
made had we known Council would consider
reducing our revenues by $42 million in the
coming year. The loss of these revenues would
require the District to immediately begin
scaling back investments as the District would
be facing a projected deficit over $40 million
in Fiscal Year 21. The School Board will be
considering a budget next May, which makes cuts
In student supports and staff, undermining the
progress of our students.

These bills would also undermine the
core, sustainable recurring revenues which have

served as the basis for the District™s return to
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Page 58
Tiscal stability and which were cited be Moody"s
when the District was upgraded to investment
grade status for the first time since 1977.
Passage of these bills puts the District"s bond
rating at risk before we can even reap the
benefits through cheaper borrowing.

In short, the proposed bills have an
immediate and significant impact on the core
sustainable recurring predictable revenues the
School District relies on In order to make
investments iIn our students, staff and schools.
I strongly oppose Bills 190317 and 190318.

Concludes my testimony. And I1°d be
pleased to answer any questions from the floor.

COUNCIL PRESIDENT CLARKE: Thank you.

Sorry. Multitasking. Thank you.

Thank you, Mr. Monson.

Chair recognizes Councilwoman Gym.

COUNCILWOMAN GYM: Thank you very much,
Council President.

Good morning -- good afternoon rather.

So, when did the School District pass
1ts budget?

MR. MONSON: Last Thursday evening.

COUNCILWOMAN GYM: And then when was --
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how extensive have your conversations been --
why don®"t you say again for the record, what
would be the impact on both these bills on the
School District"s budget.

MR. MONSON: For the coming year, about
$42 million reduction in revenues.

COUNCILWOMAN GYM: And when was the
first time that you really had discussions about
this with City Council?

MR. MONSON: We first heard about i1t
about two weeks ago as we were trying to assess
the 1mpacts of i1t. And actually raised it
before the Board when the Board met with City
Council the 23rd, I believe, that week.

As part of 1ts meeting, we raised the
Issue as a concern to Council. That was when we
were pretty much -- about ten days ago, when we
were able to fully understand that 1t was up for
discussion, what the impacts would be.

COUNCILWOMAN GYM: And at this point,
there 1s no ability for the School District to
have any kind of maneuvering here. It"s just
going to be a slash and burn 1f something like
this were to go through?

MR. MONSON: We would have to look -- 1
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think the biggest i1ssue for us would be we have
sufficient fund balance for one year. The
bigger issue is we don"t want to add things next
year that we"d have to take away the following
year. So in order to ensure we can maintain,
the Tirst thing we will be looking at all the
investments | listed; the new ESL teachers,
increase nurse and counselors, things like that.

COUNCILWOMAN GYM: Social workers and
the comprehensive high schools?

MR. MONSON: Correct. Everything that
would be new rather than we want to make sure we
can sustain what we have.

COUNCILWOMAN GYM: Right.

MR. MONSON: So, the first things we
would be looking at to make reductions in
strategically would be things that haven"t
actually happened yet.

COUNCILWOMAN GYM: Right. And I think
many of them have been urgent issues have been
raised within this Council body by multiple
members, as well, about concerns about, you
know, the safety of young people, health and
well being, trauma-informed care, dealing with

crisis. So you know, one of the things I do
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appreciate is the iInvestments have been made. |
am actually pushing you to make more, obviously.

So, 1 know also that you were the former
CFO or the former CFO for Montgomery County; 1S
that correct?

MR. MONSON: Yes.

COUNCILWOMAN GYM: And Montgomery County
for a long time has been revenue neutral; 1is
that correct? Or has practiced --

MR. MONSON: Well --

COUNCILWOMAN GYM: Under your tenure,
did 1t not practice revenue neutrality?

MR. MONSON: 1It"s -- Montgomery County
hasn"t done a reassessment since 1997.

COUNCILWOMAN GYM: That"s, 1 think, what
we wanted to ask a little bit.

MR. MONSON: By default --

COUNCILWOMAN GYM: So, can you talk --

MR. MONSON: By default revenue neutral.
It"s not -- so the County has not done a
reassessment since 1997. There are multiple
taxes, so there are -- the County has its tax.
Every school district within the county does its
own taxing. And every municipality, there 1s 62

municipalities. |1 believe -- there i1s actually
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this great chart you can look on the county
website of every different municipality, which
school district falls in, and how you add up all
the different tax rates to get to the total
millage rate.

That 1s all based on, again, property
values that have not changed since 1997 other
than those related to, basically, new building
or substantial changes. But the overall,
there®s been no reassessment.

COUNCILWOMAN GYM: And so as a result,
you have -- how has that impacted your
requirement to raise taxes? Do you raise -- did
you raise taxes In Montgomery County.

MR. MONSON: So, the county body raised
taxes once while 1 was there. The -- | can
speak to the municipality I live in. Lower
Merion raised its taxes every couple of years.
The Lower Merion School District raises taxes
every single year by at least 3 percent. | can
speak personally from, | believe, 1t was from
"06 to "15, so ten-year period. The school tax
rate went up 50 percent -- 50.3 percent.

COUNCILWOMAN GYM: Right. So, this idea

of revenue neutrality doesn®"t mean that tax
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rates don"t go up or that revenue i1s not
necessarily needed. It just -- it"s clear that
even iIn this particular case, that Montgomery
County had to either the School District or the
county had to raise taxes consistently over a
period of time; is that right?

MR. MONSON: Correct.

COUNCILWOMAN GYM: Okay. And i1t sounds
like you said from "06 to 2015, at least,
consecutively?

MR. MONSON: Yes. 1It"s -- 1 know that
School District intimately well. And has raised
taxes, | believe, every year for at least 14 or
15 straight years if not more than that.

COUNCILWOMAN GYM: And so, when revenue
neutrality hits amiss a reassessment, how does
that work?

MR. MONSON: The concept i1s, iIs that you
reset the -- you start by going through the
entire process, having all the values, and then
resetting your tax rate so that the net total
gives you the net revenue you had the year
before. So that -- and then you can determine
whether or not additional revenues are needed by

the taxing body.

Page 63

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




Committee of the Whole
June 3, 2019

© 00 N O O A~ W N P

N D DN NMNDNPFEPF P PP R PP R R R R
a A W N P O © 0 N O O A W N P+ O

The i1dea i1s that within the municipality
or county or whatever it is, the relative share
of taxation changes. But It -- and then again,
the total revenues increased based on a change
in the rate once the new rate is established.
But 1t"s an earlier process. You actually have
to have the values much earlier 1In the process,
be making budget decisions early, determining
what the needed amount of money i1s, and then
having a proposed rate that gets you with the
new -- based on what the new revenue neutral
rate would be to get you to the revenues that
are determined to be needed by the body.

COUNCILWOMAN GYM: But 1 think what my
colleague Councilman Squilla had mentioned was
that property owners that have had significant
Increases In assessment will actually
proportionally bear more of the burden because
something 1s not going to change the
assessments.

MR. MONSON: Correct. In fact, In some
ways 1f you have others that have either not
changed or gone down, they will be higher just
proportion —-- they"ll have a higher

proportionality of an Increase because they
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are -- now make up a larger value of the total
body politic percentage.

COUNCILWOMAN GYM: All right. Thank you
very much.

COUNCIL PRESIDENT CLARKE: Thank you,
Counci lwoman.

Chair recognizes Councilman Oh.

COUNCILMAN OH: Thank you very much,
Council President.

Well, good afternoon. So the -- I™m
interested In your position on this. Basically,
you"re looking at a short fall to School
District funding 1Tt this bill were to pass; 1iIs
that correct?

MR. MONSON: Yes.

COUNCILMAN OH: Okay. As outlined in
your testimony. And you know, my concern is
that the School District does anticipate
revenues from property taxes. And so, you do
have -- the school has an i1dea how much money i1t
will receive based on property taxes.

MR. MONSON: Correct.

COUNCILMAN OH: Okay. And my concern
has been that the assessments, as | have said, |

believe are inaccurate and untrustworthy. And
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therefore, 1 would like to reject those tax
Increases as a way of correcting OPA. But that
would leave you with a similar problem, would i1t
not?

MR. MONSON: As you have constructed it,
yes, 1t would.

COUNCILMAN OH: Yes. But the issue 1s
if we were to accurately assess properties, some
of the properties are under assessed. Some of
the properties are overassessed. Somewhere
there 1t may be revenue neutral as, in fact, or
it may actually reduce -- 1 think 1t will
overall reduce the City taxes. | think the City
taxes overall are improperly too high.

So i1f 1t were going to, in fact, red --
iIT we accurately assess properties and we had a
big decrease in overall taxes and the School
District received less money, i1t would still be
the same problem, would 1t not?

MR. MONSON: So, you have to clarify the
language a little bit. The difference between
assessments, tax rates and the resulting tax.

COUNCILMAN OH: We are not doing any tax
rates. We haven"t increased taxes. There are

Just assessment Increases that increase taxes.
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MR. MONSON: Correct. Which,
presumably, again, leaving aside -- and whether
or not you believe they are accurate or not, if
property values are actually going up,
assessments should go up.

COUNCILMAN OH: Yes, 1T they are.

MR. MONSON: It"s kind of, in most
places, a good problem to have in that regard.

COUNCILMAN OH: If they are improperly
being assessed overly high.

MR. MONSON: Or too low.

COUNCILMAN OH: Or too low. But I only
do with most of the complaints, which are overly
high. Then i1f we corrected that, there would be
a reduction in the money that the school
receives still.

MR. MONSON: If you assume the premise
that they are iIncorrect now, then yes.

COUNCILMAN OH: And so, what 1 see is
the City is providing revenues to the School
District to make up a shortfall. The property
assessments are too high, and it has resulted in
more money to the City and more money to the
School District, but that needs to be corrected.

What 1 believe 1s when the Parking
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Authority was taken over, that i1t specifically
stated 45 million to the schools. And that over
16 years is $720 million, of which the school
has only received 89.9. The formula has changed
and all that. 1 understand that.

But my point i1s, the City now receives a
portion of that money that was predicted at 45
million because of the obligation the City would
have because the City is providing the School
District money from the City for schools that
the State isn"t providing. It seems like, you
know, the City i1s providing money to the School
District from over-assessed, over-taxed
properties. The City receives some money from
the Parking Authority, which originally was
taken over to fund the schools. Some of that
money goes to the schools or not.

It seems we are overall taxing and
penalizing Philadelphians a lot of money when we
don"t -- we don"t have to do that. It just
seems that we could just directly provide
funding to the schools on a more accurate basis.

In other words, a car that i1s parked too
long at a street, gets a ticket. Pays for a

parking meter, pays for a parking lot. That
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money then, If we knew what 1t was, It was
transparent. And 1T we had some accountability,
we could provide to the schools to the City.

But over-taxing, over-assessing property is not
a way to generate money for the schools, In my
opinion.

And I do believe we have surplus money
we could look at providing to the schools. But
you know, kind of -- the issue that 1 think we
are dealing with i1s, ultimately, are we taking
too much money, and I would say wrongfully from
homeowners, i1n order to fund things?

MR. MONSON: So, there are a couple of
pieces to all that.

First of all, what I will say is the
majority of School Districts nationally rely
primarily on property taxes. So, property taxes
Is the basis i1n part because 1t is, economically
speaking, a recurring revenue source that is
sustainable, rises naturally for the most part.
That"s not a Philadelphia 1ssue, as much as it"s
the general approach to, in most places,
taxation.

Second of all, you talked about that the

City was -- that the District was short on
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revenues, so iIncreased assessments to fill that
gap- |1 would actually beg to differ with that
approach because 1 think 1t"s a chicken and egg
thing. In that the last few years, because
there®s a Five Year Plan with a baseline of what
assessment growth i1s, we know the projected
revenues and we are actually budgeting our
expenditures to try and meet those revenues so
we are not going above and not creating those
large gaps.

So, 1 would agree with you, 1T we were
coming forward and saying we have this big gap
and we have the money and then come the
assessments. In fact, we have that Five Year
projection, which gives us some comfort and
ability to do that kind of reliability.

The third piece. And when you bring iIn
the Parking Authority and there are our taxes
and pieces, | actually agree. And | have 1In
various positions in jobs that 1 have held of
Philadelphia taxes i1s not a discussion. | don"t
think there®s anything wrong with having a
comprehensive discussion about Philadelphia®s
entire taxing structure. Everything from

property tax, business taxes, property taxes.
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I actually think that personally --
speaking for myself, not necessarily for the
District. But with Philadelphia®s kind of
convoluted Byzantine taxation system, iIs the
result in large part because of serious annual
one-offs. Do this, do that this year. And I
would personally would rather see a discussion
both because of i1ts impact on the District and
the City itself of actually looking at the
entire taxation system, and how you do i1t, have
it be more logical and make more sense rather
than do yet another series of one-offs.

And this year, 1t"s on the property tax.
Other years i1t"s on the business tax, which
actually sends us further down the rabbit hole
as opposed to actually creating a logical
transparent system so that folks understand what
they are paying and why.

COUNCILMAN OH: Okay. 1 appreciate
that. 1°m going to -- there is no answer to my
question. | understand.

I*m just going to say that i1t seemed
like a -- there was a kind of, like, a stability
in terms of expectation of the School District,

and now there isn"t. It just seems like this
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type of thing can happen continuously until that
stabilization occurs.

Thank you.

COUNCIL PRESIDENT CLARKE: Thank you,
Councilman.

Mr. Monson, appears to be all -- except
Councilman Domb.

COUNCILMAN DOMB: Thank you, Council
President. Can we call back Finance Director
Rob Dubow?

COUNCIL PRESIDENT CLARKE: Sure.

Mr. Dubow.

COUNCILMAN DOMB: Good afternoon.

MR. DUBOW: Good afternoon.

COUNCILMAN DOMB: I don"t really have
a -- have a couple questions. 1 just want to
state some facts. |1 wanted to make sure you can
agree with me on the facts.

And that i1s that 1n 2014, the real
estate tax revenue of the City was about 1.077
billion in 2014.

MR. DUBOW: 1 don"t have that number
with me.

COUNCILMAN DOMB: We have that
information. And in 2020, 1t"s gone to 1.7
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billion. So, 1t"s almost a 60 percent iIncrease.
I*"m bringing these up because 1 think we are
hearing today, and what we have all heard, is
that people are feeling the iIncreases. But
whatever way 1t happens, they are just feeling
these iIncreases.

And so, we have gone up almost
60 percent In real estate taxes In sSiIx years
across the board just as a general rule. And
then 1n the last four years, the budget for
Fiscal Year 17 was, | guess, 4.139. And it"s
projected i1n Fiscal Year 20 to be close to 5
billion, 4.995. And that"s like an $850 million
increase iIn four years, 21 percent. And people
are feeling that.

And so my question though is, | think
everyone in this room is in favor of funding
schools. I don"t think that"s an issue at all.

Much of the $850 million per year
increase in the last four year has actually gone
to the school system?

MR. DUBOW: So, our contribution to the
District has gone up, I think, $130 million on
an annual basis. So, there os 130 for that. As

you know, some of the other big cost i1tems are
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things like iIncreases In our pension
contribution. That"s a big part of It.
Increase 1n healthcare costs.

So, there are kind of a variety of
Issues. There have been iIncreases due to
collective bargaining agreements for things like
police and fire. So, there is the pre-K program
that didn"t exist five years ago. There is debt
service for Rebuild. There are a lot of things
that, you know, we have all talked about over
the last few years that are important
investments for the future of the City that come
with a cost. So yes, costs have gone up.

And I, also, when we talk about
assessments, one of the things that we talked
about really kind of from the beginning of your
time here i1s that you thought and we also agreed
that assessments were probably lower than where
they should be. And that an accurate assessment
system would see some increase In assessments.
And I think we have seen some of that.

COUNCILMAN DOMB: I guess my point is
that I think the residents of the City are
felling that 21 percent iIncrease in our budget

over the last four years because they got used
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to in the prior eight year, an increase of
about -- it was meaningless -- 1 don"t know,
$80 million went up over eight years. It was a
recession.

But I am just saying, don"t --

MR. DUBOW: Yeah. |If you looked at the
four years before as opposed to the full eight
years, if you take out the cuts during the
recession, you would see increases that were
much more in line with the percents that you see
over the last four.

COUNCILMAN DOMB: Has there ever been a
point in history where iIn four years this budget
has gone up $855 million?

MR. DUBOW: 1 think there have been
points where i1t"s gone up the same percentage
INnCcrease.

COUNCILMAN DOMB: Not the dollar
increase. And so looking forward in the next
four years, what are we looking at as far as the
next four years as far as an iIncrease?

MR. DUBOW: So, obligations in FY20 are
projected to be 4.995. By FY24, they are
projected to be 5.4.

COUNCILMAN DOMB: So, about --
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MR. DUBOW: About 400 million.

COUNCILMAN DOMB: 400 million. So, half
of what we just saw roughly.

MR. DUBOW: That"s correct.

COUNCILMAN DOMB: People will feel a
little more comfortably with that.

MR. DUBOW: Right.

COUNCILMAN DOMB: Okay. Thank you very
much. Thank you for your testimony.

Thank you, Council President.

COUNCIL PRESIDENT CLARKE: Thank you,
Councilman. Gentleman -- sorry.

Chair recognizes Councilman Johnson.

COUNCILMAN JOHNSON: Thank you, Council
President. 1 just had another question, as
well.

So -- and Council President, you
probably can also follow up on this, as well.
So 1T revenue neutral was the method moving
forward, we would still be having to raise taxes
to fill 1n that gap for the School District
regardless moving forward anyway?

COUNCIL PRESIDENT CLARKE: You want me
to answer? 1°m supposed to be budget neutral.

COUNCILMAN JOHNSON: 1"m going to go
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with you, Uri or Rob Dubow.

MR. DUBOW: If the revenue neutral bill
passed and we wanted to provide the School
District with the level of funding --

COUNCILMAN JOHNSON: We have to make
that money one way or the other, correct?

MR. DUBOW: Yes.

COUNCILMAN JOHNSON: We would still be
raising taxes one way or the other?

MR. DUBOW: Yes. We would be raising
taxes. Or as we talked about In testimony,
having to reduce expenditures.

COUNCILMAN JOHNSON: 1"m going to tell
you what the biggest issue 1s. And 1 think a
couple of my colleagues mentioned this before.

It all revolves around the assessments,
right, and making sure i1t"s done iIn a fair way.
And again, | started off my conversations
talking about the recommendations from Council.
We know internally the Administration has also
took a look at the process itself. We are
looking for the level of urgency, right.

In other words, 1If there is going to be
a new head of OPA, right, that should have been

done last month, two months ago when we first
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started this process, at least In our minds.
Because again, we are out there in the
community. We are going to these community
meetings. And I know a lot of times there are
Issues that divide neighborhoods here in the
City of Philadelphia. |If there i1s one issue
that will bring us all together, i1t is this
iIssue of iIncreasing real estate taxes.

And I"m one of the individuals who
represent, In my District, 15 different
neighborhoods. This is the common theme. Even
all the way out in Southwest Philadelphia, where
there 1s not a significant amount of development
taking place. But when we look at the map that
was put together regarding where taxes are
Increasing, just about all the areas in the
Second Councilmanic District, some higher than
others. But for the most part, the common
person still feel that bump and that increase.

And so, 1 think what | our main concern
Is down here i1s we know what the tax relief
measures are and aggressively getting that word
out. But really fixing that process of each
year you got an assessment increase. And with

all due respect, before we go 1nto assessment
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Increase and a tax iIncrease, but we kind of held
up on the tax side and just let the assessment
process move forward. And I think that"s what
you are hearing today.

MR. DUBOW: 1 understand.

COUNCILMAN JOHNSON: 1 just want to put
that out there for the record. But I, also,
recognize that in going over this policy with my
staffs 1s 1T you do move forward with the
revenue neutral component, at some point In time
there 1s going to be a conversation about
raising the real estate taxes on those very same
people that we are trying to help. Which really
puts us iIn the quagmire one way or the other.

I just wanted to state that for the
record.

COUNCIL PRESIDENT CLARKE: Thank you,
Councilman. Actually, 1 think there are going
to be a number of things that will impact the
future as 1t relates to revenues. 1 mean, there
Is going to be thoughtful, hopefully, a thorough
conversation about tax abatements as we move
forward. |1 don"t think anybody thinks that it
will continue at the same level, a hundred

percent, ten years in 1ts entirety. 1 mean,
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just got to believe there is going to be some
changes. So, any revenues realized from the
altering on the ten-year tax abatement could
potentially go somewhere.

So, there will be a lot of things.
There needs to be, obviously, some further
discussion with respects to a number of various
taxing policies, a much broader discussion. So
as we move ahead i1n the next year or so. We
need to be mindful of that. And just want to
say from this Council, there will be some
conversations about this whole policy.

Councilman Johnson just touched on the
Issue with respects to the Council
recommendations. And you followed up with
responses, but timing is everything. Because as
he said, we did have this discussion some time
ago immediately following the audit. So, we are
going to be asking you to put some timeline on
the 1mplementation of the recommendations. |
know 1 had a conversation with you about the
leadership.

MR. DUBOW: Right. And we have -- we
can send you a document that has the timelines.

COUNCIL PRESIDENT CLARKE: Okay. All
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right. That will be very helpful before the
next budget discussion. It comes sooner than
you anticipate. We will be here talking about
what we are going to do for the next fiscal.

Gentleman, can you both hang around,
obviously, because we are --

MR. DUBOW: Sure.

MR. MONSON: Sure.

COUNCIL PRESIDENT CLARKE: Thank you.

We have, 1 believe, three individuals
from the public.

Mr. Stitt, you want to read their names?
We are going to ask you to come up and testify.

THE CLERK: I apologize if 1 say your
last name wrong. 1 believe the first name is
Maggie Mund.

COUNCIL PRESIDENT CLARKE: Please come
up -

(Panel approaches Witness Table.)

THE CLERK: Thomas Vernon and Walter
Spencer.

COUNCIL PRESIDENT CLARKE: Good
afternoon.

MS. MUND: Good afternoon. I"m Maggie
Mund. [I"m the President of the Center City"s
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Resident Association. | thank you for your
time. 1 have some prepared testimony. It
doesn"t tread much new ground over what"s
already been discussed here. But the board did
authorize me to come forward and make this
testimony. So, I"ve waited three and a half
hours, so 1 figure | better get 1t in the
record.

CCRA was an early supporter of AVI,
testifying before this body In June of 2012.
Although many of our members have had to go
through the appeal process and i1t i1s taking
longer than we anticipated to get the
assessments correct, the Association still
firmly sports fixing real estate assessments at
fair market value and performing reassessments
on a regular basis. And CCRA understands that
as Philadelphia becomes a more and more
desirable place to live, home prices are bound
to increase and real estate assessments will
rise accordingly.

Indeed, many within the CCRA boundaries
and the City generally have seen theilr increase
multiple times iIn the last six years. These

assessment iIncreases have resulted 1In
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substantial iIncreases In homeowners real estate
bills, notwithstanding the fact that the real
estate tax rate has remained the same since
2016. In fact, many homeowners are becoming
increasingly cynical about theilr assessments,
distinctly referring to them as back-door
stealth Increases or taxation without
representation because they require absolutely
no action by Council or the Mayor. And such tax
increases have resulted in substantial iIncrease
in the real estate tax revenue collected by the
City as well as substantial iIncrease in City
expenditures all without explanation of the need
for this enhanced tax revenue and expenditures.
In our view, the concepts embodied iIn
Bills 190318 and 190319 would eliminate these
stealth tax iIncreases. These bills similar to
laws already existing in many municipalities
throughout the Commonwealth as well as in other
states bring transparency to the process. This
follow from the fact that unless Council and the
Mayor improve an iIncrease or a decrease, the
real estate tax rate must be revenue neutral.
That 1s set at a formula-driven rate that will

produce the same level of real estate tax
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revenues as were generated iIn the prior tax
year .

Accordingly, the Council and Mayor make
a legislative change. Unless the Council and
Mayor make a legislative change, the real estate
tax rate would decrease 1T total tax assessments
increase, and the rate would increase if total
tax assessments decrease. Contrary to the
comments of some of the critics of these bills,
they are not Grover Norquist type no new taxes
pledges. Instead -- they will not necessarily
result in less taxes. Instead, they
specifically contemplate that more real estate
tax revenue might be needed iIn the future. But
they require a transparent explanation for any
proposed adjustment in the revenue neutral rate
as well as a vote by Council.

Quoting from language contained i1n both
bills, when the Mayor submits the proposed
annual operating budget to Council, the Mayor
shall advise Council of the adjustment, i1f any,
the Mayor recommends be made to the revenue
neutral rate together with an explanation of why
the City"s revenue needs justify such

recommendation. Council may adopt the Mayor®s
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recommendation adjustment or adopt any other
adjustment. Many CCRA members have complained
about the substantial iIncreases they have seen
in their real estate tax bills each year, making
it difficult to budget and plan for the future.
And we"re talking multiple 40 percent,

60 percent tax iIncreases year after year.

And many have advocated for some sort of
cap on the amount that one®s real estate tax
could increase from year to year. We have
explained that these bills will not put a cap on
such iIncreases, something that probably would
require at a minimum legislation at the state
level and probably an amendment to the
Uniformity Clause. These bills are far more
modest. They merely would bring iInto the
sunlight what have been stealth tax iIncreases
and require a recent explanation for going
behind the revenue neutral rate.

Thank you for your time.

COUNCIL PRESIDENT CLARKE: Thank you for
your testimony.

Sir.

DR. VERNON: 1I"m Dr. Tom Vernon, a

retired public health physician, a resident of
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Center City, District 5 for almost 30 years.

COUNCIL PRESIDENT CLARKE: Thank you.

DR. VERNON: A consensus of several City
Councilmembers is that 1 do not need to read
into the record my entire testimony. So, I will
be brief.

To be clear, 1 am here to ask that you
not pass legislation that would actually benefit
my bank account. |1 am a senior citizen. And I
am sympathetic to fellow seniors who are not
able to meet their taxes. But expansion of the
Homestead Exemption does not target relief to
the seniors who need 1t. It gives all seniors,
including my wife and me, a tax break that we
don"t need.

In case I"m sounding unselfish, not
really. Or concern is our schools. These bills
would be a penalty to our schools. And the
quality of our schools affects the quality of
our life in this City. And much more
specifically, i1t affects our home value and that
matters to us.

Now the second Bill 190318, would be
even more damaging to the School District. 1I™m

told and 1 believe I heard earlier that the loss
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to our schools would be an estimated
$400 million over the next five years. How can
we possibly replace that revenue?

In short, I ask that you do not pass
legislation that will penalize our schools
through tax relief for citizens like Pat and me.
We can afford to pay. A tax break that
penalizes our schools we do not need.

Thank you.

COUNCIL PRESIDENT CLARKE: Thank for
your testimony, Sir.

Chair recognizes our next witness
Mr. Spencer.

MR. SPENCER: Thank you very much.
Thank you, Council President. 1 have submitted
some written testimony for the record. It"s got
a lot of numbers in i1t, and you"ve been here a
long time. So, I am just going to make two
points that don®"t have a lot of numbers in iIt.

The first is, transparency is a good
thing. And I think everybody believes
transparency is a good thing. And what the
revenue neutrality bills would do is create
transparency because they would force the

Council and the Mayor i1t they needed additional
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revenue to run the City and to provide for the
continued 1mprovements iIn schools, to just say
to people we need more revenue and we are going
to change the rate. And 1 think that would
build public confidence i1n addressing a lot of
the concerns that we have heard today.

The one thing that 1 would strongly
recommend iIs that when you calculate revenue
neutrality number, you make allowance for new
construction that occurs in the City or for
property that®"s coming off the ten-year
exemption or the Keystone Opportunity Zone.
Because as new buildings come on the tax role,
the City should benefit from those taxes. And
they don"t effect the taxes beilng assessed to
get or levied against other homeowners.

Another thing that I want to suggest to
you, Is that you raise the Homestead Exemption
to $50,000. And 1 can"t believe that with all
the smart people in this room, you can*"t find
$30 million between the City and the School
District to give taxpayers a break. And if you
think about the Homestead Exemption, for a
property that is assessed at a hundred thousand

dollars, a $10,000 increase in the Homestead
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Exemption i1s a 16 percent tax cut. For
properties assessed at 200,000, it"s about a

7 percent tax cut. For a property assessed at
400,000, 1t"s about a 2 percent tax cut.

I, personally, think that with all the
very legitimate concerns being raised and
gentrification, that probably one of the most
effective and least expensive ways to combat
gentrification is to raise the Homestead
Exemption to provide relief to the long time
homeowners i1n some of these middle
neighborhoods.

Thank you. And I would be happy to
answer any questions.

COUNCIL PRESIDENT CLARKE: Thank you
very much for your testimony, Sir.

Any questions?

There being none, 1 want to thank you
very much. And at this time, the Chair
recognizes Councilman Henon for a motion to
recess.

COUNCILMAN HENON: Thank you, Council
President. Thank you, President.

Chair, 1 move that the Committee stands

INn recess to this afternoon at 2:45 iIn the form
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of a motion.

COUNCIL PRESIDENT CLARKE: Get a second?

(Duly seconded.)

COUNCIL PRESIDENT CLARKE: Been moved
and properly seconded.

All those i1n favor, say aye.

(Ayes.)

COUNCIL PRESIDENT CLARKE: Those
opposed?

(No opposition.)

COUNCIL PRESIDENT CLARKE: Ayes have 1t.
I will see you back at two o"clock.

(At this time, a discussion was held off
the record.)

COUNCILMAN HENON: We want to stand
corrected. The Committee will stand iIn recess
till this afternoon until two o"clock, not 2:45.
That"s 2 p.m. this afternoon. We will stand iIn
recess.

(Duly seconded.)

COUNCIL PRESIDENT CLARKE: All those iIn

favor, say aye.

(Ayes.)
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(The Committee of the Whole stands in
Recess at 1:01 p.m.)

(The Committee of the Whole recommences
with Public Meeting at 6:26 p.m.)

COUNCIL PRESIDENT CLARKE: Okay. We are
going to knock this out. We had earlier
recessed the Public Hearing. We are
reconvening, and we will move to our Public
Meeting of the Committee of the Whole.

And the Chailr recognizes Councilmember
Henon for a motion on the amendment to Bill No.
190152 that was offered in Committee on May 15.

COUNCILMAN HENON: Thank you,

Mr. Chairman.

I offer an amendment to Bill No. 190152.
A copy of the amendment has been circulated to
all Members of the Committee, and I move for the
adoption of the amendment.

(Duly seconded.)

COUNCIL PRESIDENT CLARKE: Thank you.
It"s been moved and properly seconded, that the

amendment to Bill No. 190152 be approved.
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All those i1n favor, say aye.

(Ayes.)

COUNCIL PRESIDENT CLARKE: Those
opposed?

(No opposition.)

COUNCIL PRESIDENT CLARKE: Motion
carries. And bill No. 190152 has been amended.

Chair again recognizes Councilmember
Henon for a motion on Bill No. 190152 as
amended.

COUNCILMAN HENON: Thank you,

Mr. Chairman.

I move that Bill No. 190152 as amended
be reported from this Committee with a favorable
recommendation. And further move that the Rules
of Council be suspended to permit the first
reading of this bill at our next session of City
Council.

(Duly seconded.)

COUNCIL PRESIDENT CLARKE: Thank you.
It"s been moved and properly seconded that Bill
No. 190152 as amended be reported from this
committee with a favorable recommendation; and
further move that the Rules of Council be

suspended to permit First reading of this bill
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at the next session of Council.

All those iIn favor, signify by saying
aye.

(Ayes.)

COUNCIL PRESIDENT CLARKE: Those
opposed?

(No opposition.)

COUNCIL PRESIDENT CLARKE: Ayes have 1t.
And the motion caries. Bill No.191052 as
amended will be reported from this Committee
with a favorable recommendation, and request
that the Rules of Council be suspended to permit
first reading at the next session of Council.

Chair again recognizes Councilman Henon
for a motion on the amendment to Bill No. 190153
that was offered i1n committee on May 15, 2019.

COUNCILMAN HENON: Thank you,
Mr. Chairman.

I offer an amendment to Bill No. 190153.
A copy of the amendment has been circulated to
all Members of the Committee. And 1 move for
the adoption of the amendment.

(Duly seconded.)

COUNCIL PRESIDENT CLARKE: Thank you.

It"s been moved and properly seconded that the
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amendment to Bill No. 190153 be approved.

All those iIn favor of the motion will
signify by saying aye.

(Ayes.)

COUNCIL PRESIDENT CLARKE: Those
opposed?

(No opposition.)

COUNCIL PRESIDENT CLARKE: Motion
carries. And Bill No. 190153 has been amended.

Chair, again, recognizes Councilmember
Henon for a motion on Bill No. 190153 as
amended.

COUNCILMAN HENON: Thank you,
Mr. Chairman. 1 move that Bill No. 190153 as
amended be reported from this Committee with a
favorable recommendation; and further move that
the Rules of Council be suspended to permit the
first reading of this bill at our next session
of Council.

(Duly seconded.)

COUNCIL PRESIDENT CLARKE: Thank you.
It"s been moved and properly seconded that Bill
No. 190153 as amended be reported from this
Committee with a favorable recommendation; and

further move that the Rules of Council be
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suspended to permit First reading on this bill
at the next session of Council.

All those in favor signify by saying
aye.

(Ayes.)

COUNCIL PRESIDENT CLARKE: Those
opposed?

(No opposition.)

COUNCIL PRESIDENT CLARKE: Ayes have 1t.
And the motion carries. Bill No. 190153 as
amended be reported from this Committee with a
favorable recommendation, and a request that the
Rules of Council be suspended to permit first
reading at the next session of Council.

Chair recognizes Councilman Henon for a
motion on the amendment to Bill No. 190154.

COUNCILMAN HENON: Thank you,
Mr. Chairman. |1 offer an amendment to Bill No.
190154. A copy of the amendment has been
circulated to all Members of the Committee. And
I move for the adoption of the amendment.

(Duly seconded.)

COUNCIL PRESIDENT CLARKE: Thank you.
It"s been moved and properly seconded that the

amendment to Bill No. 190154 be approved.
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All those iIn favor, signify by saying
aye.

(Ayes.)

COUNCIL PRESIDENT CLARKE: Those
opposed?

(No opposition.)

COUNCIL PRESIDENT CLARKE: Motion
carries. And Bill No. 190154 has been amended.

Chair recognizes Councilman Henon for a
motion on Bill No. 190154 as amended.

COUNCILMAN HENON: Thank you,

Mr. Chairman.

I move that Bill No. 190154 as amended
be reported from this committee with a favorable
recommendation; and further move that the Rules
of Council be suspended to permit the first
reading of this bill at our next session of
Council.

(Duly seconded.)

COUNCIL PRESIDENT CLARKE: Thank you.

It"s been moved and properly seconded
that the Bill No. 190154 as amended be reported
from this committee with favorable
recommendation; and further move that the Rules

of Council be suspended to permit First reading
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of this bill at the next session of Council.

All those in favor signify by saying
aye.

(Ayes.)

COUNCIL PRESIDENT CLARKE: Those
opposed.

(No opposition.)

COUNCIL PRESIDENT CLARKE: Ayes have 1it,
and the motion carries. Bill No. 190154 as
amended be reported from this Committee with a
favorable recommendation and request that the
Rules of Council be suspended to permit first
reading at the next session of Council.

Chair recognizes -- thank you.

Chair, again, recognizes Councilmember
for a motion on Bill No. 190155.

COUNCILMAN HENON: Thank you,

Mr. Chairman.

I move that Bill No. 190155 be reported
from the Committee with a favorable
recommendation; and move that the Rules of
Council be suspended to permit the first reading
of this bill at our next session of Council.

(Duly seconded.)

COUNCIL PRESIDENT CLARKE: Thank you.
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It"s been moved and properly seconded that Bill
No. 190155 be reported from this Committee with
a favorable recommendation; and further move
that the Rules of Council be suspended to permit
first reading of this bill at the next session
of Council.

All those in favor of the motion will
signify by saying aye.

(Ayes.)

COUNCIL PRESIDENT CLARKE: Those
opposed?

(No opposition.)

COUNCIL PRESIDENT CLARKE: The ayes have
It and the motion carries. Bill No. 190155 will
be reported from this Committee with a favorable
recommendation and a request that the Rules of
Council be suspended to permit first reading at
the next session of Council.

Chair recognizes Councilmember O"Neill.

COUNCILMAN O*NEILL: Thank you,
Mr. President. On Bill 190317, 1 offer an
amendment to that Bill 190317. A copy of the
amendment has been circulated to all Members of
the Committee. And I move for the adoption of

the amendment.
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(Duly seconded.)

COUNCIL PRESIDENT CLARKE: Thank you.
It"s been moved and properly seconded that the
amendment to Bill No. 190317 be approved.

All those iIn favor of the motion will
signify by saying aye.

(Ayes.)

COUNCIL PRESIDENT CLARKE: Those
opposed?

(No opposition.)

COUNCIL PRESIDENT CLARKE: The motion
carries. And Bill No. 190317 has been amended.

Chair, again recognizes Councilmember
O"Neill for a motion on Bill No. 190317 as
amended.

COUNCILMAN O®NEILL: Thank you,

Mr. Chairman.

I move that Bill No. 190317 as amended
be reported from this Committee with a favorable
recommendation; and further move that the Rules
of Council be suspended to permit First reading
of this bill at the next session of Council.

(Duly seconded.)

COUNCIL PRESIDENT CLARKE: Thank you.

It"s been moved and properly seconded that Bill
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No. 190317 as amended be reported from this
Committee with a the favorable recommendation;
and further move that the Rules of Council be
suspended to permit First reading of this bill
at the next session of Council.

All those in favor signify by saying
aye.

(Ayes.)

COUNCIL PRESIDENT CLARKE: Those
opposed?

(No opposition.)

COUNCIL PRESIDENT CLARKE: The ayes have
it. And the motion carries. Bill No. 190317 as
amended will be reported from this Committee
with a favorable recommendation; and the request
that the Rules of Council be suspended to permit
first reading at the next session of Council.

That concludes the business of this day
by the Committee. | want to thank you all very
much. We have beat the seven o"clock time frame
which means 1 do not have to buy dinner.

Thank you all very much.

(At this time, the Committee concluded
at 6:34 p.m.)
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