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COUNCIL PRESIDENT VERNA: Good
morning, everyone. This is a continued public
hearing of the Committee of the Whole
regarding Bill Nos. 050003, 050002, 050001,
040789, 040767, 050007, 050008, and Resolution
No. 050022.

Before we start our hearing, 1 would
like my colleagues to note that tomorrow®™s
schedule has been changed just a little. At
10 o"clock we will hear from City planning
rather than the Procurement Department, and at
1:45 Procurement will be scheduled.

Our first witness this morning is
the Finance Director.

Good morning.

MR. JANNETTI: Good morning, Madam
President.

COUNCIL PRESIDENT VERNA: Kindly
identify yourself for the record and proceed
with your testimony.

MR. JANNETTI: Good morning, 1 am
Vince Jannetti the acting Director of Finance.
I"m here on behalf of the employees of the

Office of the Director of Finance to provide
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testimony on the Department®s proposed FY "06
Operating Budget. With me are finance
representatives who are available to answer
your questions.

The Office of the Director of
Finance"s Fiscal 2006 budget for all funds
totals $1.1 billion. The largest single
component of the all funds budget is the
employee fringe benefits budgeted at 838.9
million. This represents a 57.1 million or
7.3 percent increase over the current FY 05
projection. This change is due to continued
increases in pension and healthcare costs.

The General Fund budget request is
907.6 million. The General Fund share of
employee fringe benefits totals 754.5 million.

Other significant elements of the
finance budget are the Core Scholarship
Program, legal services, witness fees,
contributions to educational organizations and
indemnities. This budget includes a
contribution to the Community College of
$22.5 million and a $35 million contribution

to the School District.
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The office of the Director of
Finance is comprised six divisions: Executive
Direction, the Office of Budget and Program
Evaluation, Minority Business and Enterprise
Council, the Accounting Bureau, the Office of
Administrative Review and Risk Management.
The proposed direct appropriations in Fiscal
"06 General Fund for the Office is $18.3
million, which is a decrease of $697,500 from
the current year projection. This decrease is
the result of a 3 percent reduction in
personnel services necessary to maintain a
balanced budget.

This budget anticipates 154
full-time General Fund positions, a decrease
of five position from the FY "05 adopted
budget level.

Other departments, boards, and
commissions under the direction of the Office
of the Director of Finance will provide
separate testimony.

I1"m happy to answer any questions
you may have at this time.

COUNCIL PRESIDENT VERNA: Thank you
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Mr. Jannetti.

You mention in your testimony that
the City"s pension payment is one of the
fastest growing components in our budget. Can
you state for the record why this is
increasing? And would you also state for the
record what the minimum municipal obligation
is? And isn"t it true that by paying the MMO,
you"re allowing the accrued unfunded liability
to grow, therefore, ensuring the City"s future
payments will increase?

Good morning. Please identify
yourself for the record.

MR. JOHNSON: Good morning. 1 am
Anthony Johnson, Chief Investment Officer of
the City"s Pension Fund.

At the time, 1 do not have the
dollar figure for MMO. I will furnish that to
you as soon as possible.

COUNCIL PRESIDENT VERNA: When do
you think that would be?

MR. JOHNSON: I can get to you
tomorrow when we make our testimony for the

Pension Fund.
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COUNCIL PRESIDENT VERNA: Fine.

MR. JOHNSON: The increase in the
pension, the MMO is the minimum amount that
the City has to pay in order to meet its
obligation for contributions into the Pension
Fund. 1 think historically we have paid over
that minimum amount, but 1 think in the past
two years we have reduced that payment down to
what the minimum is mandated by the State. |
think it"s Act 205 that mandated what our
minimum would be according to our actuarial
calculations. The increase in the costs have
occurred because of the low returns that we
earned in 2001 and in 2002, creating a larger
deficit in the pension plan. That deficit has
since been recovered on a returns basis,
however, the way the actuaries calculate, the
contribution to this Pension Fund, it looked
back over a longer period of time, five-year
period of time, and over that five-year period
we are still including the low returns that we
earned in 2001 and 2002 which is creating a
larger pension payment into the pension plan.

COUNCIL PRESIDENT VERNA: Can you
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tell us, is the accrued unfunded still
growing?

MR. JOHNSON: The accrued unfunded
is still growing. 1 don"t want to guess, but
the way the chart is calculated, the pension
contribution will grow out for the next five
to 10 years and then will start to decline
thereafter. But 1 will get that peak and
decline number for you tomorrow.

COUNCIL PRESIDENT VERNA: While
you"re there, 1 don"t know if you or Mr.
Jannetti can answer this. You"re requesting
$279 million in the General Fund for pensions.
How much of this is for the normal cost
component versus the accrued unfunded
liability?

MR. JANNETTI: Madam Chair, we don"t
have that breakdown. We will provide that
also.

COUNCIL PRESIDENT VERNA: All right.

And based on the latest actuary
report, what is the total of the City"s
unfunded liability?

MR. JANNETTI: We don"t have that
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report with us. We will have a complete
report for you tomorrow.

COUNCIL PRESIDENT VERNA: On Page
9-17 of your detail, you give a breakdown of
your various contracts. Can you tell us who
CDR Financial Products, Inc., are and what
services they provide?

MR. JANNETTI: CDR Financial
Products is the City"s swap advisor. They
advise us on the swaps that we have in place
and on proposals for swaps.

COUNCIL PRESIDENT VERNA: And at the
same time you"re requesting $275,000 for
financial advisory services, what services do
these firms provide to the City?

MR. JANNETTI: Those firms are for
more general financial advisory services,
looking at opportunities for bonds, helping us
with our rating agency presentations. There"s
a whole host of things they do for us.

COUNCIL PRESIDENT VERNA: Well, do
the FAs receive additional compensation from
the City by working on the various bond

transactions?
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MR. JANNETTI: Yes, they do.

COUNCIL PRESIDENT VERNA: And how
much do they usually get?

MR. JANNETTI: 1t depends on the
transaction.

COUNCIL PRESIDENT VERNA: You“re
also requesting $300,000 for a benefits
consultant and $200,000 for an actual
consultant. Can you explain what these
requests are for and why they"re needed?

MR. JANNETTI: We are looking at the
City"s benefits plans, and so we have to
constantly keep on top of these.

COUNCIL PRESIDENT VERNA: Are they,
in fact, looking at what we"ve been hearing
about for the last two years about
self-insurance?

MR. JANNETTI: 1 don"t know that,
Madam President. 1 can find that out.

COUNCIL PRESIDENT VERNA: I think if
we"re paying that kind of money, we ought to
know what we"re paying for.

MR. JANNETTI: That"s true.

COUNCIL PRESIDENT VERNA: Since the
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Minority Business Enterprise Council is a
component of your budget, what actions have
been taken to increase minority participation
in City contracts? What percentage of the
City"s contracts are going to minority firms?

MR. JANNETTI: To answer that, 1
will ask Mike Williams to come to the table.

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

MR. WILLIAMS: Michael P. Williams,
Deputy Finance Director and Director of the
Minority Business Enterprise Council.

Good morning.

COUNCIL PRESIDENT VERNA: Good
morning.

I think you heard my question?

MR. WILLIAMS: Yes, 1 did.

For Fiscal Year 2004, the number of
contracts going to minority business
enterprises was 10.65 percent, and for
women-owned business enterprises was 6.03
percent.

COUNCIL PRESIDENT VERNA: And did 1
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read -- | just saw the headline, but did the
Mayor issue a directive this past weekend?

MR. WILLIAMS: Yes.

COUNCIL PRESIDENT VERNA: 1 didn"t
read the paper. Can you spell it out for the
record, if you will?

MR. WILLIAMS: An executive order.

COUNCIL PRESIDENT VERNA: Yes, what
is the Executive Order.

MR. WILLIAMS: The Executive Order
is part of the City"s anti-discrimination
order for contracting. It covers Minority
Business Enterprise Council and contracting
for minority, women, and disabled-owned
businesses in City contracting, City
government.

COUNCIL PRESIDENT VERNA: Does
anybody has a question on that, or can 1 go
on?

You"ll be here the rest of the
hearing.

MR. WILLIAMS: Yes, I will be here
today and tomorrow.

COUNCILWOMAN TASCO: When will we
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get a copy of the Executive Order?

MR. WILLIAMS: 1 will send you a
copy. 1 sent a copy to your aid, Derek, but I
will go back to my office.

COUNCIL PRESIDENT VERNA: 1 think it
would be nice all had a copy of 1t. 1 mean,
we have to read the papers what"s going on?

COUNCILWOMAN TASCO: Can 1 continue
and just ask a couple questions.

COUNCIL PRESIDENT VERNA: Yes. On
this issue?

COUNCILWOMAN TASCO: On this issue.

How does this Executive Order
compare to the bill he approved in 20037

MR. WILLIAMS: The Law Department
has created a sheet where it lists the
differences and similarities between the
Executive Order and the ordinance. And I will
talk to the Law Department to get a copy of
that over to Council today.

COUNCILWOMAN TASCO: Does the
Executive Order call for an annual disparity
study? And does the Executive Order call for

participation ranges for City contracts being
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determined in each year?

MR. WILLIAMS: It does not call for
an annual disparity study, and it does not
list a specific percentage amount of contracts
through there. It lists aspirational goals
and it lists what departments need to do and
what MBEC needs to do to increase the number,
but it does not list specific percentages in
the Executive Order.

COUNCILWOMAN TASCO: How will the
Executive Order stand up to legal challenges
based on well-established case laws that
requires remedies for discrimination to me
narrowly tailored?

MR. WILLIAMS: 1 think that"s
probably a question for the Law Department
because it"s a legal reason. But as an
attorney, 1 feel that it will stand up well.
But I think that"s a question that the Law
Department. They probably can answer better
than I can.

COUNCILWOMAN TASCO: Thank you.
That"s all I have on this issue.

COUNCIL PRESIDENT VERNA: Thank you.
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The Chair recognizes Councilman
Goode.
COUNCILMAN GOODE: Good morning.
MR. WILLIAMS: Good morning, Sir.
COUNCILMAN GOODE: 1 have had the

opportunity to read the Executive Order. |1

pulled it off line this morning. Can you walk

me through the benchmarking process?

MR. WILLIAMS: Yes, sir. 1 just
need a copy of the order.

MS. HITCHCOCK: Good morning, Madam
President.

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

MS. HITCHCOCK: My name is Candace
Hitchcock, Deputy Director of Operations for
the Minority Business Enterprise Council.

You asked about the benchmarking
process?

COUNCILMAN GOODE: That"s correct.

MS. HITCHCOCK: It is the setting of
an annual goal per department based on the

department purchasing procurements for the
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upcoming fiscal year. We determine, looking
at that your purchasing activity, the
opportunities for minority, women, and
disabled businesses that might be achieved
during the upcoming fiscal year.

COUNCILMAN GOODE: 1 actually asked
Mr. Williams to walk me through the process.

I know what the benchmarking process is. My
question is, at what point do you request
those goals? My understanding is those goals
have to be approved by MBEC. If they"re not
approved by MBEC, does MBEC then institute its
own goals for those departments? Just walk me
through the process in terms of how it will
actually take place.

MR. WILLIAMS: 1 apologize,
Councilman. What we"ve done, as Candace has
already said, is we will review again a
department®s purchasing processes and their
contracting activity. We, last year, sent out
the goals around May 1.

COUNCILMAN GOODE: 1 don"t want to
interrupt you, I just want to make sure we"re

going through a process step-by-step. Is
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there a point in time in each year where you
will request benchmarks from each department?

MR. WILLIAMS: Absolutely. We"ll
request them in May, a month before the
current fiscal year ends in that year and
before the next fiscal year. So, for example,
for this year, we"ll ask for them in May for
Fiscal Year "06. So we"ll send out the
information to them with our benchmarks and
then we"ll ask them for compliance plans and
come back and let us know how they®"re going to
contract.

COUNCILMAN GOODE: And you will
review those benchmarks to determine whether
they"re acceptable to MBEC?

MR. WILLIAMS: Yes, sir.

COUNCILMAN GOODE: And how long
would that process take?

MR. WILLIAMS: 1 would hope that it
will not take more than a month to do that
because of all the departments and all the
give and take we have to do. We will try to
get them Finished before the fiscal year

begins.
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COUNCILMAN GOODE: So if you
disagree with those benchmarks sent by
departments, what happens?

MR. WILLIAMS: We would go to the
Director of Finance and register a complaint
with them that we did not accept their
benchmarks. The Director of Finance would
have to mediate the dispute between our
department and the department in question.

COUNCILMAN GOODE: So the beginning
of each fiscal year, we should, in fact, have
benchmarks for each department?

MR. WILLIAMS: Yes, sir.

COUNCILMAN GOODE: And those
benchmarks, per the Executive Order, will be
shared with Council?

MR. WILLIAMS: Yes, sir.

COUNCILMAN GOODE: Was there a
benchmarking process that led toward the
numbers achieved for 20047

MR. WILLIAMS: There was not, to my
knowledge. | wasn"t here at the beginning of
that fiscal year.

No, she said we did not do that.
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COUNCILMAN GOODE: The question I™m
really asking is -- 1"ve read the Executive
Order. I1™m pleased with a lot of it covers
what was in the bill that Council passed. As
a result of passing that bill and increased
attention on this issue, seemingly the
Administration has gone from 2 percent in
contracting minority and women to roughly 16
percent. My question is, how did you get
there? Because you didn"t get there per
Executive Order because there was no Executive
Order. So what part of this Executive Order
was used to increase contracting with
minorities and women?

MR. WILLIAMS: Well, you"re correct,
Councilman, an Executive Order wasn"t here. |
would an imagine that all the attention
surrounding this issue, the hearings that
Council had, the Executive Order that the
Mayor put out, the changes in MBEC starting
with hiring me with allowing me to bring
enforcement and compliance wing to actually
stay on top of departments and to actually

start monitoring and meeting with them
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quarterly, | think that put the attention on
that. And with all this collaborative effort,
city departments heard loudly and clearly that
they have to do more minority contracting.
And not only to give minority contracting on
subcontracts, but to also to give
opportunities for minorities and women to
become prime contractors.

COUNCILMAN GOODE: So the Mayor has
now set a goal of at least 25 percent for
minorities and women by 2006; is that correct.

THE WITNESS: Yes, sir.

COUNCILMAN GOODE: At what point and
how do we reach that goal? In addition to the
individual departments benchmarks at the
beginning fiscal year or, | think, per the
Executive Order every six months, there is
some overall benchmarking process?

MR. WILLIAMS: Every six months, we
will compile the statistics from minority,
women, and disabled-own contracting and
present them to the Administration and to the
City Council see how far folks are going. For

example, if we get reports that are low in
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some departments, we"ll be able to go back to
them and say, "You need to do more.”™ And at
the end of the year, we"ll have those
statistics and if they don"t meet those
benchmarks --

COUNCILMAN GOODE: Do you
anticipate, because an Executive Order only
lasts only 18 months and there®s reporting
every 6 months, do you anticipate every 6
months having an overall benchmark that gets
you to 26 percent? In other words. |If you"re
16 percent now, do you anticipate 6 months
from now you"ll be at 18, 19, 20 percent;
after 6 months you"ll be at 22 percent; after
that you"ll be at 26 percent by the end of the
18-month period? |Is there an actual -- how do
you actually get to 26 percent through the
benchmarking process?

MR. WILLIAMS: Well, 1 think if you
laid it out there, sir, we have to look at
what contracting we have, look at the level
where we are right now. Right now, our
mid-year percentage for 2005 is roughly 9

percent for minority contracting and about 6.5
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percent for women contracting. So we"ll have
those numbers. We"ll go back to the
departments. We have all their statistics.
We"ll go back and say, "Well, this is where

you are now and this is the goal we thing we

need to be based on your contracting and based

on your history.

COUNCILMAN GOODE: I guess the
question I"m asking is, how often do you
revisit that? In other words, is there an
actual goal of overall benchmarking set for
the new fiscal year?

MR. WILLIAMS: There is not an
overall goal except what the Mayor --

COUNCILMAN GOODE: There"s just the
goal of 26 percent at some period at the end
of 2006 and there"s nothing in between here
and that future point yet?

MR. WILLIAMS: Well, from the
Mayor*®s speech and what 1 gleaned from the
Mayor®s speech is that at some point at the
end of his administration, he wanted it at a
certain number. So that he didn"t lay out a

plan for us to get there, but | think through
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the Executive Order and what we have in place
right now will get us to that goal.

COUNCILMAN GOODE: Why doesn®t the
Executive Order go beyond September 20067

MR. WILLIAMS: The Law Department
drafted that, sir, and 1 think that has to be,
respectfully, a question for them.

COUNCILMAN GOODE: Because
seemingly, the Executive Order would end
before the goal would be reached.

MR. WILLIAMS: 1 understand that.

COUNCILMAN GOODE: If there®s no
goals between now and then, the Executive
Order actually expires September 2006. The
Executive Order could literally expire without
ever reaching the stated goal.

MR. WILLIAMS: Well, the Executive
Order will expire it, but as reading it, it
can be reauthorized. And, hopefully, at that
time, it will be reauthorized.

COUNCILMAN GOODE: I guess
essentially what I"m saying is you never reach
the 26 percent before the Executive Order

expires. That doesn"t necessarily make any
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sense if you don"t set any goals between now
and the expiration date of the Executive
Order.

MR. WILLIAMS: Well, 1 apologize,
Councilman. All 1 can really say is that the
Mayor had made this pronouncement, and we
understand what those numbers are, and we at
our department will try to work with the
departments to reach that goal. 1 think
that"s the only thing 1 can say to you.

COUNCILMAN GOODE: Do you believe
that there should be some goal set before the
25 percent goal at the end of 20067

MR. WILLIAMS: Well, I think that
you can"t set any specific goals -- | think
this is a question for the Law Department. |1
think you can"t set specific goals because it
would bring us out of line with some of the
court cases that say you can"t set anything
specific. 1 think that"s the law is, but I™m
not sure.

COUNCILMAN GOODE: The Mayor did, in
fact, set a 25 percent goal.

MR. WILLIAMS: 1 think what the
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Mayor had said is his aspiration was to
actually do that, but I didn"t think that he
had commanded a 25 percent goal. That may be
jJjust my interpretation of that.
Nevertheless --

COUNCILMAN GOODE: Where did the 25
percent number come from?

MR. WILLIAMS: 1 have no idea, sir.

COUNCILMAN GOODE: Thank you.

Thank you, Madam President.

COUNCIL PRESIDENT VERNA: You“re
welcome.

The Chair recognizes Councilman
Rizzo.

COUNCILMAN RIZZ0O: This is to the
Finance Director, please.

I know this isn"t your specific area
of responsibility, but since it"s a financial
issue, I"d appreciate you assisting this
Committee and getting the information to the
Chair that 1 need. With all this conversation
about wireless networks, 1 started to look
through some files and did a little bit of

research. In the Year 2000, a company called
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Metrocom installed, not just in Philadelphia
but through the suburban areas, a wireless
network. The assets of that company were
acquired by a company call Ricochet. 1 spoke
with one of the executives there that tells me
that we spent over a million dollars on this
network that has been abandoned in place.
That is not a good situation. There are 4,000
units that have been installed to light posts,
not just in Philadelphia but in suburban
communities, that are ready to be switched on.
So all this talk about building a wireless
network in the City, what"s troubling to me is
we"ve spent over a million dollars already.
So I1°d like to get all of the documents from
the Procurement Department, the Department of
Public Property, to find out how we could have
spent a million dollars plus on a venture and
just abandon it. Do you have any knowledge of
this transaction?

MR. JANNETTI: Councilman, 1 do not.

I will look into it for you and get back to
you.

COUNCILMAN R1ZZ0O: Again, the
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company was Metrocom. They went out of
business. A company called Ricochet Networks
acquired their assets. The executives hearing
about this transaction contacted me and
informed me within weeks, if the network is
still here, that it could be activated with
very little difficulty. And we spent, just a
ballpark, well over a million dollars.

MR. JANNETTI: Okay. I will look
into that for you.

COUNCILMAN R1ZZ0O: Thank you.

COUNCIL PRESIDENT VERNA: The Chair
recognizes Councilwoman Blackwell.

COUNCILWOMAN BLACKWELL: Thank you,
Madam President.

Does the Finance Department make the
investment decisions for the Pension Fund, for
the city employee Pension Fund.

MR. JANNETTI: No, Councilwoman.

The investment decisions for the Pension Fund
are made by the Pension Board, by the members
of the Pension Board with assistance from the
investment staff at the Board of Pensions.

COUNCILWOMAN BLACKWELL: Thank you
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very much.

Mr. Williams, when it is decided how
we"re going to up those numbers, we certainly
want to work with you in that regard and
appreciate the opportunity to work with you in
various areas as we try to somehow increase
women and minority participation.

MR. WILLIAMS: Thank you so much.

COUNCILWOMAN BLACKWELL: Thank you

both.

Thank you, Madam President.

COUNCIL PRESIDENT VERNA: You're
welcome.

The Chair recognizes Councilwoman
Tasco.

COUNCILWOMAN TASCO: I have a couple
questions. 1°d like to go back to Mr.

Williams and then come back to the Finance
Director.

Recently, 1 believe now the city
waste contract is up. And there"s a process
going on now about the selection of the
contract as well as the minority

participation. Did MBEC do a compliance
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review on that? Are you participating in that
process and have you done a compliance review
of the bids that have been submitted?

MS. HITCHCOCK: Yes, we have,

Counci lwoman

COUNCILWOMAN TASCO: You“ve done a
compliance review? With you at the table
during the course of the discussion when the
bids were submitted for a review by the
selection committee?

MS. HITCHCOCK: No, I wasn"t. 1
reviewed the bids that were submitted.

COUNCILWOMAN TASCO: You reviewed
the bids for the participation of minorities
and women on those contracts?

MS. HITCHCOCK: Yes.

COUNCILWOMAN TASCO: Do you feel
there are a sufficient number of companies
that are involved in each of the bids?

MS. HITCHCOCK: Not on each of them,
but the majority of them were within the
ranges that we set.

COUNCILWOMAN TASCO: 1 was contacted

by a vendor -- and maybe int he upcoming
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election or new bid ethics rule, I might not
be able to work on behalf of my constituents.
But I had a constituent contact me regarding
the effort to become certified as a DBE and
one of your requirements is they must submit
their income taxes. And he didn"t feel very
comfortable with that because he didn"t feel
comfortable with the security and
confidentiality of his records in your office.
IT he feels that way, it may not be true, but
if that is a sense that other people have,
what are you doing to assure information
provided to your department is kept
confidential and secure?

MS. HITCHCOCK: Well, we have locked
cabinets for our certification files, and we
also have permitted vendors on occasion when
they request such that we need to review their
information and as it relates to personal tax
returns review it information and return it to
the applicant. We document in our files that
that has been done.

COUNCILWOMAN TASCO: So have you had

enough question about the confidentiality and
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security of these records to cause people not
to comply?

MS. HITCHCOCK: To my knowledge, we
haven®t had a serious problem with people not
complying with the personal financial
information. There has been reluctance, be we
seem to overcome that. We offer them the
alternative, Councilwoman.

COUNCILWOMAN TASCO: So if a vendor
chooses to bring their tax returns in and sit
with a compliance officer or a review officer,
whatever you call them, and go over the return
there at that time, they“"re allowed to do
that?

MS. HITCHCOCK: Yes, they are. That
does not apply to the unified certification
program which we are involved in as well, but
that"s another process. But under the City"s
program, we can do that.

COUNCILWOMAN TASCO: What"s the
unified certification program?

MS. HITCHCOCK: That"s the
disadvantaged business program that we are a

member of the state-wide certification program
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for federal projects and federally funded
projects. There are two different programs
that we operate in the City. And that is
primarily because we are a grant recipient of
federal funds for the airport and federal
highway program.

MR. WILLIAMS: We were compelled o
join the unified certification process.
There®s five entities in the state. The
City —-

MS. HITCHCOCK: SEPTA, Allegheny
County, PennDOT.

MR. WILLIAMS: And one more.

MS. HITCHCOCK: That was mandated by
the Secretary of Transportation four years
ago.

COUNCILWOMAN TASCO: Federal
Secretary.

So in that process, the vendor has
to leave their personnel, confidential
information with your office.

MS. HITCHCOCK: Yes, that"s part of
their requirement.

COUNCILWOMAN TASCO: Who has access
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to this information?

MS. HITCHCOCK: The access is to the
certification unit that we have in our office,
and they are under locked files.

COUNCILWOMAN TASCO: What assurance
do they come under to keep this information
confidential.

MS. HITCHCOCK: As a participant in
the unified certification program, we are
bound to sign a confidentiality statement.

COUNCILWOMAN TASCO: Has there ever
been a time when someone felt that their
information in appropriately distributed to
someone that should not have had it?

MR. WILLIAMS: Not to my knowledge.

MS. HITCHCOCK: Only in my history.

COUNCILWOMAN TASCO: Just wanted to
raise the question since it was brought to my
attention. Thank you very much.

Let me ask the Finance Director a
question. In your testimony, you stated that
the Finance Department®s budget anticipates
154 full-time positions, a decrease of five

positions from Fiscal Year "05 budget.
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However, in Section 9, Page 1 of the budget
detail the "06 budget request has 163
positions, with the majority of these
additional positions in MBEC. Could you
explain this?

MR. WILLIAMS: What page was that,
Counci lwoman?

COUNCILWOMAN TASCO: In your
testimony you talk 154 full time positions,
but in Section 9, Page 1 of your budget
detail, it outlines 163 positions, of those
positions are going to MBEC.

MR. JANNETTI: Councilwoman, the 154
positions mentioned in the testimony was the
General Fund. The larger number includes
Water Fund and Grants Fund employees.

COUNCILWOMAN TASCO: So the 163
positions in the budget, in the detail --

MR. JANNETTI: That"s General Fund,
Water, Grants. It"s all -- we have employees
that are funded from other funds.

COUNCILWOMAN TASCO: What about
MBEC?

MR. JANNETTI: Pardon?
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COUNCILWOMAN TASCO: Is MBEC
included in that number?

MR. JANNETTI: Yes, MBEC is in that
number .

COUNCILWOMAN TASCO: So it"s not
counted as part of your number of employees?

MR. JANNETTI: They"re in the 154
count.

COUNCILWOMAN TASCO: In the budget
detail, let"s look at that, it states that
you"re going to have 163 positions.

MR. JANNETTI: At the top of 9-7?

(Pause.)

COUNCILWOMAN TASCO: Charlie
explained it to me. Thank you.

COUNCIL PRESIDENT VERNA:
Councilwoman, are you finished with your
questioning?

COUNCILWOMAN TASCO: Yes.

COUNCIL PRESIDENT VERNA: Thank you.

Mr. Jannetti, could you explain the
$125 million for purchase of services and the
Water Residual Fund?

MR. JANNETTI: The 125 million in
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the Water Residual Fund is the appropriations
for the New River City money, the money that's
going to be funded from the Water Sinking Fund
Reserve.

COUNCIL PRESIDENT VERNA: Why are
these funds in Class 2007

MR. JANNETTI: 1 believe the intent
is to use an authority to do the development.

COUNCIL PRESIDENT VERNA: So who
will administer the funds?

MR. JANNETTI: 1 don"t know at this
pointy yet, Madam President, how exactly we"re
going to do that.

COUNCIL PRESIDENT VERNA: So I guess
you can"t tell us what Procurement process
will be used in awarding the contracts.

MR. JANNETTI: Correct. We"re not
there yet.

COUNCIL PRESIDENT VERNA: You"re not
there yet.

Do you think you®ll know before it"s
budget time to be voted upon?

MR. JANNETTI: 1 think so.

COUNCIL PRESIDENT VERNA: What



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

309

03/7/08/05 - FY "06 OPERATING BUDGET
revenues are you projecting the General Fund
from the scoop in each year of the plan?

MR. JANNETTI: From the water?

COUNCIL PRESIDENT VERNA: From the
scoop in each year of the plan, from the Water
Fund.

MR. JANNETTI: In Fiscal 06, we"re
estimating $3.3 million; in Fiscal 07, we"re
estimating 2.9; in Fiscal "08, we"re
estimating 1.9 million; and "09, 1.9; and 1.9
in "10 also.

COUNCIL PRESIDENT VERNA: 1 don"t
know whether you or Ms. Reed would be able to
answer this question.

During the capital hearings, Maxine
Griffith testified that the recommended
capital spending level is only minimally
sufficient to maintain municipal facilities.
Can you tell us how many maintenance trade
employees we have in the General Fund?

MR. JANNETTI: 1 would have to get
back to you with that.

COUNCIL PRESIDENT VERNA:

Personally, | believe that with the proper
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number of maintenance employees in the City,
we would save a lot of money, as deferral
maintenance in the long run is just going to
cost the City more. 1 would like you and
perhaps Ms. Reed or whoever to look into
asking the Administration just if they would
look into that and give us their findings
before we can conclude our budget process.
For instance, | think we have -- 1 don"t know
how many roofers we have working for us
throughout the City. It"s ridiculous. We
have to put it out on bid. We have to wait
forever. By the time the bid goes out, say,
at a recreation center and we experience that
in one of our facilities. By the time they
got around to dealing with the roof, there
were are any number of damages done to the
interior of the building. 1 think if we were
to have in-house people doing this type of
work would certainly be much more cost
efficient, but it"s something that 1"m asking
the Administration to look into and give us a
report of their findings before end our budget

process, particularly since our Capital Budget
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is really shrinking. And if we have to wait
until Capital Budget actually stockpiles
requests for work that has to be done at some
of our facilities, | think we"re asking for an
awful lot of trouble.

MR. JANNETTI: 1 will look into
that, Madam.

COUNCIL PRESIDENT VERNA: Thank you.

The Chair recognizes Councilwoman
Brown.

COUNCILWOMAN BROWN: Thank you,
Madam President.

Good morning.

MR. JANNETTI: Good morning.

COUNCILWOMAN BROWN: Recently 1
received a note about the mandatory and
voluntary MBEC participation. Can you explain
the change and the why?

MS. HITCHCOCK: Councilwoman, I™m
saying the voluntary form is used when there
are no ranges on the project.

COUNCILWOMAN BROWN: When there are
no?

MS. HITCHCOCK: Ranges on the
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project. That"s the only time 1 understand
Procurement uses that.

COUNCILWOMAN BROWN: So that"s
instead of mandatory MBEC form or --

MS. HITCHCOCK: The project is
listed with no ranges. The voluntary form is
to capture any participation that may occur
voluntarily so that no amount of participation
is missed. It"s a project that either is
small or does not necessarily lend itself to
ranges. And so the voluntary form is in there
in case there happens to be a minority or
woman or disable business who happens to bid
as prime or who happens to be a sub on that
project.

MR. WILLIAMS: So in other words, I
think it"s an aggressive approach by MBEC to
try to go after every part of participation
that we can. Some of these smaller projects
do not lend themselves to ranges, but we want
to put them there any way. So that"s the
difference.

COUNCILWOMAN BROWN: So it becomes a

part of a packet as such and you send out a
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packet to folks who want to secure
certification with MBEC?

MS. HITCHCOCK: No, it goes out with
the bid package.

COUNCILWOMAN BROWN: All right then.

The second question, please,
actually comes in two parts.

How long have you been with us now,
Mr. Williams.

MR. WILLIAMS: Eleven months.

COUNCILWOMAN BROWN: Not quite a
year.

MR. WILLIAMS: Not quite a year.

COUNCILWOMAN BROWN: So if you had
to ID three accomplishments so far, please
speak to them. Part 2, what are your biggest
challenges that you see in the coming year
when you consider the priorities that the
Administration established and you being on
the front line what you see the priorities to
be, what are those top three biggest
challenges that you see for the coming year?
So first speak to 1, 2, and 3 accomplishments,

and then 1, 2 and 3 challenges over the next
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12 months.

MR. WILLIAMS: 1 think that the
first accomplishment that we®ve had is we
actually have made a difference in the
numbers. The numbers from disparity study
which were well publicized were very, very, |
think, embarrassing to everyone involved with
this. The fact that we got them up to 10.65
percent Fiscal Year 2004 for minorities and
6.03 women I think is very good. And the fact
that we are continuing that trend with our
mid-year numbers, about 9 and a half percent
for minorities right now and about 6 and a
half percent for women businesses at this
point in time, I think that"s showing that we
are moving in the right direction.

Secondly, 1 think that staff has
been phenomenal. 1"ve added two units, an
enforcement unit and a special projects unit,
and they have done some excellent work.
They"re under some very difficult conditions,
not only the fact that even today we still
have one of our employees being interviewed by

the FBI. So all that kind of activity and
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some of the negative publicity surrounding our
department and the fact that we"re still
understaffed. We"re still trying to work
through the City"s to become staffed, but at
this point we still are understaffed. The
fact that these units and our units and our
staff have really worked that hard is just
been great and 1 think the fact that 1 was
able to motivate them to do that, 1 think has
been one of my accomplishment.

I think the third has been to work
with the Administration and with City Council
just to get the word out. 1"ve had a number
of Council folks here contact our offices for
different situations and have been able to
work with them.

Councilwoman Tasco, | did call the
gentleman back. 1 just haven®"t heard from him
yet. We were going to give him that answer,
just to let you know that.

The fact that we"re all working, 1
feel, together to push this as a goal 1 think
has been terrific. So it"s really not

accomplishment as accomplishment of things
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coming out of Council®s original hearing,
coming from the Administration, and coming
from this office to know that there is one
goal and this goal is the only acceptable
goal. And that message to city departments, |
think, is being heard loudly and clearly.

COUNCILWOMAN BROWN: So is that to
suggest that you"re starting to see some
behavioral change, if you will.

MR. WILLIAMS: 1 think so. Our
enforcement deputy, Wendy Staton, has been
meeting with all the departments. And | think
overall -- 1 think that there®s some
frustration, but overall people are still
being able to hear. 1 don"t think that
there"s no time to not let any pressure off of
folks just because of patterns and habits.

COUNCILWOMAN BROWN: There®s this
expression you have to change the
philosophical place of a person before you can
get their behavior to change.

MR. WILLIAMS: Exactly. 1 think 1
heard Councilman Goode actually had said that

earlier. 1 remember that statement very well,



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

317

03/7/08/05 - FY "06 OPERATING BUDGET
that you have to get their heads changed. And
sometimes you have to talk with them and kind
of negotiate with them. Sometimes you have to
bring a club and hit them on the head and keep
doing that. But either way, we"re equipped to
handle whatever situation comes in front of us
to move them along.

COUNCILWOMAN BROWN: And so
chal lenges?
MR. WILLIAMS: The challenges are

still to keep people in line. That"s what 1
meant not letting off pressure. 1 think
Council hearings are a great way to ask
departments -- not that I"m suggesting that
you don"t do that, but I think It"s a great
way to put the folks under a microphone, so to
speak. | can"t have a Council hearing when
I"m talking to folks. But certainly, when you
folks ask about the minority participation,
it"s not like they"re going to answer you and
then they"re going to go away. That kind of
pressure, plus the pressure from my
department, will keep on them. And 1 think

that"s the challenge, you have to keep the
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pressure on departments.

Another challenge is to talk to the
private sector. Theilr numbers were the same
as the City"s numbers in that disparity study.
I think that the Mayor has done a good job of
trying to reach out. But I think, again, iIn
partnership with Council to reach out to the
private sector to say we need your numbers to
go up to, 1 think that will be a challenge to
get them because we really have no legal
authority to do that. But I think we have the
moral an authority to do that and that we
should.

My third challenge, frankly, is to
make sure that we"re full staffed. |1 see the
Executive Order has been passed out now. And
when you look at that, there are actually more
duties that MBEC has to undertake. Currently,
we have about 15 staff members and 2 people
are on the cusp of being hired. We"ve had our
hiring plan approved since last June, but
because of just City processes it"s taking us
a long time to get folks in there. We have a

certification backlog that we would like to
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get rid of, but we need to get folks in there.
So that"s really just the department”s
challenge of getting some good qualified
bodies in there so we could actually move
along our requirements that are given to us
through the Executive Order.

COUNCILWOMAN BROWN: My final
question. You say that your numbers have gone
up in both MBE/WBE categories. What systemic
changes have taken place for that to happen?

MR. WILLIAMS: 1 think, again, the
systemic changes started at the Council
hearings, putting people focus and their
attention on this issue. The Administration,
I know, has had this as part of what they
wanted to do, but 1 think the Council hearings
were the catalyst to getting these done.

When I came in, there were some
certain goals that I had set for myself and
staff, certain systemic changes we wanted to
see just in our dealing with departments and
what would be acceptable and what would not be
acceptable. 1 think that has caused some

ruffled feathers between my staff and certain
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departments in the City. |1 think that whether
they be ruffled or not that really isn"t my --
I don"t want to come to be all hand fisted and
hardheaded, but certainly this is our goal and
we have to get there. And if feathers need to
be ruffled, so be it as long as we do that. 1
think it the systemic change is because of the
attitude, the attitude that this is an
important issue to the Administration, to City
Council, and to my office. And, again,
working in a partnership 1 think that that
goal of just saying that we are all united iIn
moving this along, | think that®s a systemic
change that®"s going to make these numbers even
grow higher.

COUNCILWOMAN BROWN: Okay. My final
question, which you"ve already addressed, is
what is the best way for City Council to
further assist you in your mission, which
you"ve already articulated. So that"s it for
me for now.

Councilwoman Marian Tasco discussed
the earlier question around the Executive

Order and where we are today. And you®"ll
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provide a copy of the order to the Chair?

COUNCIL PRESIDENT VERNA: 1t was
jJjust distributed.

COUNCILWOMAN BROWN: Thank you.

Thank you very much, Madam Chair.

COUNCIL PRESIDENT VERNA: You“re
welcome.

Mr. Jannetti, for the record, can
you tell who is responsible for issuing City
debt? Is it Finance, is it the Treasurer, or
is it both?

MR. JANNETTI: 1It"s being done out
of the Director of Finance Office.

COUNCIL PRESIDENT VERNA: How are
the fees associated with issuing the debt
paid?

MR. JANNETTI: The fees for the
various participants in a bond transaction are
paid at closing of the bonds from the proceeds
of the bonds.

COUNCIL PRESIDENT VERNA: Doesn®t
this increase the amount of borrowing?

MR. JANNETTI: We usually estimate

one and a half, two percent for cost of
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issuance in a transaction. Yes, it would
increase the cost of borrowing, yes.

COUNCIL PRESIDENT VERNA: In the
issuance of GO debt does the issuance cost
count toward our constitutional debt limit?

THE WITNESS: Yes, the issuance cost
on general obligation bonds is like any other
bond, paid out of the proceeds.

COUNCIL PRESIDENT VERNA: And can
you tell us why doesn"t the City include these
costs in the budget?

MR. JANNETTI: If they were in the
budget, then they would be paid from the
operating funds. The issuance cost on the
bonds is a part of the cost of providing the
funding for the projects.

COUNCIL PRESIDENT VERNA: But
wouldn®t you think that it would be good
public policy to include these costs in the
budget so that there would be a record of what
it cost the City to issue debt?

MR. JANNETTI: 1It"s true that you
can"t go in the accounting system and see the

cost, but the costs are captured. We do have
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reports that have the costs for each
transaction.

COUNCIL PRESIDENT VERNA: By paying
these costs out of bond proceeds, aren®"t we
amortizing the principal and interest costs
over 30 years?

MR. JANNETTI: Yes. Just as part of
the construction funds, the issuance cost,
anything paid out of the bonds would be spread
out over the life of the bonds.

COUNCIL PRESIDENT VERNA: Thank you.
I just wanted that to be part of our record.

The Chair recognizes Councilman
Goode.

COUNCILMAN GOODE: Thank you, Madam
President.

Good morning again, Mr. Williams.

MR. WILLIAMS: Good morning.

COUNCILMAN GOODE: Can you talk to
me about the Greater Philadelphia Economic
Opportunity Task Force?

I agree that we have to be as
vigilant in the private sector as we are in

the public sector and perhaps more vigilant
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03/7/08/05 - FY "06 OPERATING BUDGET
because most of the contracting that is
actually iIn the private sector and the
Executive Order talks about the creation of
this task force in order to reach that goal.
Can you tell me whose idea the task force was?
Why are there 25 members? And beyond that,
why were those specific types of people chosen
for the task force?

MR. WILLIAMS: Sir, I have no idea
why the formulation was that way. The Law
Department drafted the Executive Order. And
although I"ve had some input into it, 1 did
not have any input into that section.

COUNCILMAN GOODE: So you don"t know
whose decision it was to have this Economic
Opportunity Task Force and decided issue there
be 25 members, but more specifically it lists
one representative from each of the following
constituencies: It has AFL/CIO and then it
has business community as a general term, City
Council, colleges and universities, county
commissioners -- | don"t know what that means
and what role they would have in this type of

task force -- financial or accounting
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institutions, healthcare community,
hospitality industry. It seems very
generalized. It says, law firms, management
consulting firms, non-profit organizations.
It doesn™"t seem to be much thought to who
actually should sit on this task force or what
specific type of organization should actually
be there. 1t just seems to be a general
listing of organizations and saying it should
be 25 members. 1Is there anyone who can
enlighten us as to what this task force would
look like and what they would actually do?

MR. WILLIAMS: Sir, 1 think that
either someone from the Law Department,
probably Michelle Flamer who drafted this or
the City Solicitor or someone from the
Administration would be able to answer that
question for you.

COUNCILMAN GOODE: Thank you.

Mr. Jannetti, are you familiar with
the Philadelphia Community Investment
Commission?

MR. JANNETTI: 1"m not real familiar

with it, Councilman, but I know of it.
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COUNCILMAN GOODE: The Philadelphia
Community Investment Commission was created
through legislation that 1 introduced in 2000.
The Mayor signed a parallel Executive Order
creating it as well. It is under the auspices
of the Finance Department and it has not held
meetings in several years.

MR. JANNETTI: 1 will look into
that, Councilman.

COUNCILMAN GOODE: Well, you can
look into it, but the purpose of that
commission was to look at any number of
different reinvestment issues, including
access to capital and credit for minority and
women-owned business. There was a vehicle
established essentially over almost five years
ago to do that. The Commission has not met.
It"s not just something that Council wanted to
do; the Mayor actually did sign a parallel
Executive Order, and nothing have come of it.
Council also appropriated $5 million for
lending to minority and women-owned
businesses. That money was never spent.

And | ask that because in the
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Five-Year Plan, the economic development
portion, the Administration speaks to access
to capital and credit for minorities and
women-owned businesses, yet there doesn"t seem
to be this coordination between what®"s
happening with the economic development
agencies and department and the Finance
Department, and there are any number of
different initiatives that are housed within
the Finance Department. Has anyone
communicated with you about access to capital
and credit issues?

MR. JANNETTI: No one has up to this
point, Councilman.

COUNCILMAN GOODE: Are you aware
that within the Executive Summary of the
Economic Development Blueprint the
Administration says it"s going to convene a
Bankers Task Force.

MR. JANNETTI: 1 believe I recall
that, yes.

COUNCILMAN GOODE: Did anyone
consult you on how that Bankers Task Force

should be organized, particularly since you
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are the person who oversees the City
Treasurer®s Office which oversees the City
depositories relationships.

MR. JANNETTI: No, that has not been
discussed yet, Councilman.

COUNCILMAN GOODE: Thank you.

Thank you, Madam President.

COUNCIL PRESIDENT VERNA: You're
welcome.

Are there any other questions from
Members of the Committee of these witnesses?

(No response.)

COUNCIL PRESIDENT VERNA: Thank you
all so very much.

The Committee will stand in recess
until 1:45, at which time we will have the
Revenue Department testify. Thank you.

(Council in recess at 11:30 a.m.)

(Council resumed at 2:00 p.-m.)

COUNCIL PRESIDENT VERNA: Good
afternoon. This is our continued public
hearing. 1 would ask the Revenue Commissioner

to please come up to the witness table,
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identify yourself, and proceed with your
testimony.

Good afternoon.

COMMISSIONER KAMMERDEINER: Good
afternoon, President Verna and Members of City
Council. 1™"m Nancy Kammerdeiner, Revenue
Commissioner. With me this afternoon is
Marlene Duley, Deputy Revenue Commissioner for
the Water Revenue Bureau. We"re pleased to be
with you today to discuss the proposed Fiscal
"06 Operating Budget for the Department of
Revenue. 1 believe you do have our written.

COUNCIL PRESIDENT VERNA: Yes, we
do, so if you want to abbreviate it, we"ll
give the stenographer your copy and make it
all part of the record.

COMMISSIONER KAMMERDEINER: Thank
you.

Our Fiscal Year "06 Operating Budget
request has portions in the General Fund, the
Grants Revenue Fund, and the Water Fund.

In the General Fund, we"re
requesting an appropriation of $17,658,159.

This will support 267 full-time and 4
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part-time positions and also provides for
funding iIn the other classes that is very
similar to the funding provided in the Fiscal
"05 budget. One exception is that we this
year are requesting money in Class 800 to pay
back the Productivity Bank for a loan that was
used to implement a system of the payment of
tax bills and other city charges via credit
card over the internet.

In the Grants Revenue Fund, we"re
requesting $2 million in Class 200 for
collection agency payments. As has been the
case in the past, collection agency contracts
are on a contingent fee basis, and these funds
are only expended after collections have been
received.

In the Water Fund, we"re requesting
a total of $24,614,645. This supports funding
for 285 full-time and 10 part-time positions.
And in the other classes actually has a
decrease in Class 200 as a result of
non-recurring costs from prior years.

In Fiscal "05, the Department of

Revenue has worked closely with the Mayor®s
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Office of Information Services and several
other city departments on the implementation
of electronic bill presentment and payment.
This permits citizens to view bills and pay
various taxes and fees via credit card on the
internet. The service was launched in
September 2004 and has been well received by
the public. For example, water bill payments
through the middle of February had totaled
$891,000 via the credit cards. And this is a
growing area for payments. It"s a convenience
for customers and taxpayers, and we look
forward to being able to expand those
opportunities.

A number of taxpayers are now
starting to take advantage of paying their
real estate tax using credit cards, and we"re
seeing that as a growing way for people who
are currently paying real estate tax to be
able to access and make payments and develop
their own payment plans perhaps.

We"ve also been working very closely
with the Law Department on a number of

technology-related projects that are designed
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to improve collections. We"ve made some
changes to TIPS, that"s the Revenue
Department™s integrated tax system and we"re
able to accommodate some additional activities
for the Law Department within TIPS that will
facilitate the enforcement of broken payment
agreements, reduce manual processing, and
otherwise facilitate customer service. We"re
also working with the Law Department on
improving the way we receive and handle
information from Bankruptcy Court.

The Water Revenue Bureau has been
working very closely with the Water Department
on sone special projects during the winter
shut-off moratorium to revisit properties
where the water®s been shut off to determine
if there"s been an illegal restoration of
water or if service there should be
discontinued because the property is vacant.
And we continue to seek ways through that
process of adding automated meter readings to
those few residential properties that are
still without the automated meters. And as

you know from prior year testimony, having an
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automated meter means that the customer
receives an accurate bill and it reduces a lot
of problems and frustrations for the property
owner .

As we move into Fiscal "06, we look
forward to streamlining some of the tax return
and payment processes, continue to work on
enhancing revenue collections, and in the area
of the Water Revenue Bureau are working with
the Water Department and MOIS to develop a new
customer information and billing system that
we expect to have ready for implementation at
the end of the calendar year.

This concludes the formal testimony,
and we"ll be happen to answer any questions
you might have.

COUNCIL PRESIDENT VERNA: Thank you,
Commissioner.

Commissioner, when do the business
privilege tax bills -- when are they due?

COMMISSIONER KAMMERDEINER: Business
privilege tax is due on April 15th.

COUNCIL PRESIDENT VERNA: When has

the bills gone out?
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COMMISSIONER KAMMERDEINER: With
business privilege tax, it"s not that we send
out bills. That"s a self-assessed tax. We
send out returns that are filled out by the
owners of the businesses or their
practitioners. And I know we were a little
late getting the tax booklets out this year.
The vendor we were working through was late
sending them. We usually have those mailed
out in early to mid-January, and 1 believe it
was well into February before the vendor put
them in the mail. The returns were also,
though, on the Internet and available to
anyone who wanted to access them from there.
Most taxpayers use a tax practitioner, and
they had access to and were able to start
working on returns even without the paper
booklets.

COUNCIL PRESIDENT VERNA: How about
for people who do it themselves?

COMMISSIONER KAMMERDEINER: To my
knowledge, those are all out. They should
have had them in February.

COUNCIL PRESIDENT VERNA: We were
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told only today that someone had not received
them. So we will certainly refer them to the
office.

COMMISSIONER KAMMERDEINER: If you
can give us the information, we"ll certainly
see to mail it out. We"ve been getting return
mail, and my office has been working for the
search for new or better addresses and has
been re-mailing booklets over the last
probably month. So I know a lot of them are
out on the street and were already coming back
from the post office if they were
undeliverable.

COUNCIL PRESIDENT VERNA: Thank you.

What were the City"s collection rate
per tax in Fiscal Year 2000 versus 2004 and
the projected collection rate for 20067

COMMISSIONER KAMMERDEINER: When

you"re saying "‘rate," could you clarify what
you mean by rate.

COUNCIL PRESIDENT VERNA: The
percentage the taxes that were paid.

COMMISSIONER KAMMERDEINER: With the

exception of real estate, most of our taxes



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

336

are self-assessed where we don"t know what the
amount will be until they file a return. So
it"s very difficult for us to say what that
total amount due would be to be able to give
it to you on the basis of a rate.

COUNCIL PRESIDENT VERNA: Well, you
can certainly give us the information from
2000 versus 2004. 1 don"t expect you to do
that now, but you can certainly give it to us
in writing.

COMMISSIONER KAMMERDEINER: 1 will
look at what we can prepare and provide for
you on that basis.

COUNCIL PRESIDENT VERNA: What
actions has your department taken to increase
collections? What are the costs of these
actions? And what additional revenues have
been generated?

COMMISSIONER KAMMERDEINER: We*"ve
had a special initiative to match additional
information against federal returns and to
improve our collections or our access to
taxpayers who have not paid the City or who

have underpaid and have a Philadelphia
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liability. We recently added a few staff
people. | have to get the exact dollar cost
of those added staff, but -- I don"t want to
guess because I"m afraid 1"11 give you the
wrong number. But we"ve added four or five
staff people in our compliance area for some
additional projects that are projected to
bring in between 3 and $5 million this Fiscal
Year and probably as much, if not more, in
future fiscal years. There"s a very good
return on that, because | think the investment
is somewhere in the vicinity of 250,000, but
111 get the exact dollar amount in terms of
the investment as compared to the projected
return.

Most of our effort in terms of
collection is directed toward use of
collection agencies or increased accuracy of
bills getting to people early in the process.
We work with the Law Department because, as
you probably no under the Charter, after 90
days of delinquency, the Law Department is
responsible for enforcement and continued

action to collect. And so we work with them
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on the actions that they are undertaking to
ensure that the data going to them or going to
the courts for certain legal actions is as
clearly stated and as early as possible
because the best collections come from early
enforcement.

I can try to add some additional
specifics to that as a follow-up.

COUNCIL PRESIDENT VERNA: Can you
tell us who you contract with for collections
and what are their fees?

COMMISSIONER KAMMERDEINER: We"ve
just gone through a RFP process and have just
within the last month entered into new
collection agency agreements. We have two
firms under contract now: NCO Financial
Systems and Revenue Collection Bureau. The
NCO Collection fee is 14.5 percent, and RCB is
16 percent. RCB, 1°d like to stress, is a
small Philadelphia firm, minority owned, and a
firm that has been a sub in the past and has
had some contracts with the Law Department.

We look forward to working with them as our

primary contractor.
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In the past we had collection fees
that ranged from 17 to 21 percent. And for
the collections for water and sewer under the
Utility Services Tenants Rights Act, USTRA, we
had additional fees on top of those. That"s
all rolled into these percentages now, so we
think that in these most recent contracts we
are going to have a much more economical
collection process than we"ve had in the past.

COUNCIL PRESIDENT VERNA: The Chair
recognizes Councilman Kenney.

COUNCILMAN KENNEY: Point of
information on that line of questioning.

Would it be possible that we know
the principals of the two companies involved,
who they are?

COMMISSIONER KAMMERDEINER: I don™"t
have that with me, but we can certainly
provide that.

COUNCILMAN KENNEY: Thank you very
much .

COUNCIL PRESIDENT VERNA:
Commissioner, please explain why the

Administration is expecting to collect less in
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Fiscal 2006 than 2005 for prior collections of
tax revenues? | believe you mention that on
Page 14 of the budget in brief.

COMMISSIONER KAMMERDEINER: 1 have
the budget in brief here. Let me take a look
at the reference so 1"m commenting on the same
thing that you"re looking at. You said that
was Page 147

Which tax are you looking at?

COUNCIL PRESIDENT VERNA: It appears
as though as all the taxes.

COMMISSIONER KAMMERDEINER: 1™m
looking at the current estimate on real estate
and see an increase and | see an increase --

COUNCIL PRESIDENT VERNA: No, no.

I*"m asking why the Administration is expecting
to collect less in Fiscal "06 than "05 for
prior collections.

COMMISSIONER KAMMERDEINER: 1™m
sorry, 1 was looking at the total tax not just
the prior year. | think it"s in large measure
because we"ve had a -- particularly in real
estate, we have a new contract under the Law

Department for collection of prior year real
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estate. And generally speaking, when you have
a new initiative, you get what typically is
referred to as the low-hanging fruit, the
things that are easier to collect and you also
can go back and get some of the prior year
collections that you were not accessing
before. Once you get that first and easier
collection, it"s harder to get that same level
of activity because you"ve now diminished the
database that you"re going against. You have
fewer accounts to collect from because you
collected from some the year before. So you
start to have some diminishing returns and
there®s less that you have to go after, and it
gets harder and harder to collect against that
smaller database. And you also are dealing
with accounts that are going to be difficult
to pursue. Either the taxpayer has no

assets -- you identify the taxpayer but they
have nothing to pay with or you find that,
particularly in the case of real estate tax,
that there is no viable owner. The last known
owner is deceased with no apparent heirs. In

the course of collection you find that there®s
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no place to go for collection.

COUNCIL PRESIDENT VERNA: When you
find that to be the case, what do you do?

COMMISSIONER KAMMERDEINER: In the
case of real estate tax, we still leaves those
receivables available for collection because
there"s a lien against the property, and
should the property sell at a sheriff"s sale,
should it be in area where there-"s
condemnation activity, there is a likelihood
of collection. We would identify it as
anticipated uncollectible, but --

COUNCIL PRESIDENT VERNA: Do you
notify the Sheriff"s Office.

COMMISSIONER KAMMERDEINER: If there
is a potential of selling that property at
sheriff"s sale, we will identify for the Law
Department the potential of for the property
for sheriff sale. Revenue certifies to law.
Law in turn does the title search and actually
takes properties to sheriff"s sale.

We also know that from prior history
that cases like that will often have a

mortgage foreclosure sale and they"ll sell
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through that process. And the --

COUNCIL PRESIDENT VERNA: But you do
take action?

COMMISSIONER KAMMERDEINER: We do
take action.

COUNCIL PRESIDENT VERNA: We just
don"t allow the property to sit their vacant.

COMMISSIONER KAMMERDEINER: 1 have
to say that the sheriff stream is one that's
narrow. There aren®"t too many opportunities
there. There"s a limit to the number of
properties that can go to sheriff"s sale. The
number of properties that are in the condition
that you cite probably exceed the number that
can go into sheriff sale. And so it isn"t a
situation where every property would be
identified for sheriff"s sale.

COUNCIL PRESIDENT VERNA: We have a
number of Councilmembers that would like to be
recognized.

The Chair recognizes Councilman
Nutter.

COUNCILMAN NUTTER: Thank you, Madam

Chair.
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Good afternoon, Commissioner.

COMMISSIONER KAMMERDEINER: Good
afternoon.

COUNCILMAN NUTTER: You had
mentioned at the beginning of your testimony
about the use the credit cards through the
City"s Web site. We heard comments actually
made by a member about a week or so ago
regarding the payment of real estate taxes
through the City"s Web site. And part of the
commentary seemed to indicate that there
was -- my recollection is a $18 fee?

COMMISSIONER KAMMERDEINER: 1t"s a
percentage of the real estate tax, so it vary
depending upon the amount of tax that you were
attempting to pay. Water and sewer has a flat
rate fee. They are actually two different
averages for a typical residential small meter
accountholder and one for a large meter
accountholder. But real estate tax and any
other taxes that might be paid via credit card
are on a percentage of the total amount that"s
due.

COUNCILMAN NUTTER: Why is that?
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COMMISSIONER KAMMERDEINER: That was
what was negotiated in the agreement with the
credit card companies. There was an RFP
process that the City went through led by MOIS
to develop the Web site and the credit card
payment facility, and they determined through
that process what the fees would be or how the
fees would be derived and then the averages
and percentages were developed based on the
ranges and typical payments that would be
received.

COUNCILMAN NUTTER: Well, is this to
cover the cost of processing or something by
the credit card company?

COMMISSIONER KAMMERDEINER: Credit
card processing and the processing that we
need to do at our end as well. It"s a
combination of the two. Most of that fee,
though, is the credit card company fee.

COUNCILMAN NUTTER: Okay. 1 guess
the one thing I am trying to understand is, |
mean, It would seem that processing a payment
is processing a payment whether you®re making

a $200 payment whether a thousand dollar
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payment.

COMMISSIONER KAMMERDEINER:
Actually, I don"t know this in detail, but
it"s my understanding that the credit card
companies do generally charge a merchant, if
you"re dealing with a merchant transaction, a
percentage of the value of that purchase. In
government volume transaction, they have
agreed that when you have a standard fee for
something, some of the records fees, for
example, would be a good one to identify where
the cost of the item is always going to be $15
to obtain a copy of a particular report. Then
they agree to a set figure that is
representative of the percentage of the cost
of that transaction. They"ve agreed to water
and sewer because we have typical amounts that
are in a range and we could set an exact fee
there. Otherwise, they charge a percentage.

COUNCILMAN NUTTER: Okay. The last
time you were here, it may have been Five-Year
Plan time, 1 asked you for a list in the
morning and then you came back in the

afternoon for outstanding taxes by tax type.
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COMMISSIONER KAMMERDEINER: Right.

COUNCILMAN NUTTER: Which 1 did
write down. Have any opportunity to put that
list in writing with a break-out of both the
collectable and uncollectible and if there are
any other taxes?

COMMISSIONER KAMMERDEINER: That
information was put together and provided
through budget and 1 thought had already
delivered to Council.

COUNCILMAN NUTTER: 1It"s quite
possible that it may have come through the
system. 1 was just asking.

Do you know if water revenue was on
that list as well?

COMMISSIONER KAMMERDEINER: Yes.

COUNCILMAN NUTTER: Do you know what
the figure is of outstanding water bills?

COMMISSIONER KAMMERDEINER: Give me
a moment. 1 have it here.

COUNCILMAN NUTTER: Because | don"t
think 1 asked about that at the time.

COMMISSIONER KAMMERDEINER: You had

asked that we include it in the written



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

348

presentation.

COUNCILMAN NUTTER: Your memory is
better than mine.

COMMISSIONER KAMMERDEINER: 1 have
so many papers with me, if you"ll bear with me
a moment I*11 find the right one.

COUNCILMAN NUTTER: That"s all
right.

COMMISSIONER KAMMERDEINER: 1 know
it"s here.

COUNCILMAN NUTTER: Why don"t we
come back to that one.

COMMISSIONER KAMMERDEINER: My
apologies. 1 know it"s here. 1 just brought
too many pieces of paper with me.

COUNCILMAN NUTTER: I understand. 1
have some experience with that.

What"s the total number of wage
taxpayers for the City?

COMMISSIONER KAMMERDEINER: That
would be the employers, and I will have to
check to see what it is now and get a number
for you. In addition to the accounts with

employers do have accounts with what we refer
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to as earnings taxpayers who are the
individuals whose employers don"t withhold. 1
have to get both numbers for you because that
will give us the complete picture on how

many --

COUNCILMAN NUTTER: When you say the
employers, can you be a little more
explanatory?

COMMISSIONER KAMMERDEINER: The
accounts that we maintain for the wage tax are
those for the employer who withholds the tax
from the individual"s pay. We don"t have a --
for example, we don"t have separate accounts
for every City employee. We have an account
for the City of Philadelphia withholding the
wage tax for all of the employees of the City
of Philadelphia. And so the number of wage
tax accounts will be much smaller than the
number of individuals who are paying the wage
tax.

COUNCILMAN NUTTER: But 1 guess my
question is, do we know at any point in time
how many people, individuals, are actually

paying or are supposed to pay the wage tax?
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COMMISSIONER KAMMERDEINER: The
annual wage tax reconciliation that"s due in
February includes as a part of it a question
for each employer to answer in terms of how
many resident and how many non-resident
employees they are reporting for on a specific
date. And I have to say that not every
employer properly fills that out. And so the
information that we have is not as accurate as
I would like to see it to be able to give you
a full number there on the number of people
who are paying wage tax.

COUNCILMAN NUTTER: So at any point
in time, we don"t know the exact number of
people who are wage taxpayers?

COMMISSIONER KAMMERDEINER: That"s
correct. We have an estimate, but we don"t
have an exact number. We"ve used W2s to try
and -- because they are to give us copies of
W2s at the time they file the reconciliation,
and many of them do provide a W2s in an
electronic format. That give us an
opportunity to look at that closely. But a

lot of that comes in paper form and is
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difficult to handle and process, so we have an
estimate but not a precise figure.

COUNCILMAN NUTTER: Now, with regard
to the state or federal governments, | mean,
pretty much like clockwork, and 1 understand
that city residents, unlike maybe a resident
maybe New York City or something, 1 understand
that city residents don"t fill out a city tax
form.

COMMISSIONER KAMMERDEINER: That"s
correct.

COUNCILMAN NUTTER: Like a 1040 or
-- 1 don"t remember what the state®s form is.

COMMISSIONER KAMMERDEINER: PA40.

COUNCILMAN NUTTER: PA40. But that
appears to be a direct relationship between,
say, for instance, myself and the Commonwealth
or myself and the federal government. So
those governments, | would take it, would know
how many residents or citizens -- 1 assume if
you"re a non-resident in Pennsylvania but
maybe work here or have a business here, you
probably have to pay a tax. Why is it that we

don"t have, putting aside whether people fill
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out a form or not, why don"t we have a direct
relationship or a, quote/unquote, account for
each wage taxpayer?

COMMISSIONER KAMMERDEINER: There®s
a difference in the way the law is
constructed.

COUNCILMAN NUTTER: Utilizing their
social security number or something.

COMMISSIONER KAMMERDEINER: There
have been proposals or thoughts from time to
time that we should have a Philadelphia
personal income tax that would include, as
does the federal and the state, both earned
and unearned income. Because we do have an
unearned tax for the School District. And so
there have been proposals to actually have
returns that are filed. But until recently
with computer technology at the state it is
today, the paper handling and logistics having
returns from individuals who don"t owe us
anything, there"s no reconciliation for them
because their wages are taxed at a percentage
of everything that"s earned. So there®s

nothing to reconcile. When you"re dealing
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with the state and federal government, there
generally are deductions or other things that
come from it and the amount you owe is not
necessarily just the straight amount that you
had deducted from your pay in the first
instance. And so there was a reason for that
paper return. We did not have a reason for a
paper return since the full amount that was
due to us was being withheld; and with minor
exceptions to that, not that many refunds that
would be due to anyone. Computer technology
may make it that we should reassess that and
see whether or not there"s something to gain
from the additional handling. But it would
mean a substantial amount of additional
handling of returns, given technology, though,
and perhaps having a lot of people filing
on-line might make a difference.

COUNCILMAN NUTTER: 1 was just going
to say unless you allow people to file
electronically.

COMMISSIONER KAMMERDEINER: As we
get to a better state with technology and more

and more of our citizens are using the
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Internet, it might be more effective to be
able to do that. It wasn"t cost effective in
the past.

COUNCILMAN NUTTER: Thank you.

Thank you, Madam Chair.

COUNCIL PRESIDENT VERNA: Thank you.

The Chair recognizes Councilwoman
Brown.

COUNCILWOMAN BROWN: Thank you,
Madam President.

Good afternoon, Commissioner, Deputy
Commissioner.

COMMISSIONER KAMMERDEINER: Good
afternoon.

COUNCILWOMAN BROWN: I would like to
start off with an old issue. 1 pulled last
year"s testimony around the new start
provision, a business privilege tax bill that
we were successful in getting passed November
2002. And you recall during those hearings
last year letters were sent to you by both our
City Controller Jonathan Saidel and myself
indicating our interest to at least get the

new start provision implemented and executed.
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Where are we with this initiative?

And let me just remind you that last
year you indicated -- 1 want to be specific --
that there were constraints related to
adequate personnel and hurdles related to
technology and you were try to find a way to
do it in a way that was fiscally responsible.
So where are we now with this particular
measure?

COMMISSIONER KAMMERDEINER: I think
what you"re referring to, Councilwoman, is the
ability to have more than one payment instead
of having a single payment for the --

COUNCILWOMAN BROWN: New start-up
businesses who --

COMMISSIONER KAMMERDEINER: Well,
it"s not just new start, it"s for everyone.
Because really new start doesn”t exist anymore
as a separate category or a separate entity.
All taxpayers are now paying business
privilege tax for the prior year. So that
when you file your return on April 15th of
2005, you"re filing for 2004. And that

change, which was the major focus of the
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change in the business privilege tax a couple
years ago, has been in effect for -- this is
now the third filing year with the tax being
paid on a retrospective basis instead of a
prospective basis. So we have implemented
that and that"s been under way.

The concern that you were raising
last year was that because we were now
requiring an estimated payment at the same
time as the reconciliation for the prior year,
for a new business they now have the prior
year"s tax to pay because they didn"t have any
credits of prepayment and the estimated amount
for the next year. At the time we talked last
year, 1 was hopeful that we would be able to
do something there. We have continued to have
a decline in our staff and the ability to deal
with new projects, new ideas, and also we"ve
been fully engaged with bringing real estate
tax into our integrated tax system and the
things that needed to be done after that. Our
programing resources have been stretched. In
fact, we"ve lost staff in the programming area

as well as in other areas.
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COUNCILWOMAN BROWN: And so the
short answer to that is?

COMMISSIONER KAMMERDEINER: The
conditions that existed last year continue to
exist. In the 2005 tax filing for 2004 are
still using the single payment approach. |
still understand and sympathize with the
concerns that are out there, but we have not
been able to change the way we handle the
process.

COUNCILWOMAN BROWN: So where does
this stack iIn terms of priorities or a to-do
list?

COMMISSIONER KAMMERDEINER: 1 would
say that, again, it"s something we want to
explore. We"re certainly willing to talk with
those who have ideas on how we might be able
to carry it out. And we"ll try to have a full
assessment of it during the course of this
coming summer so that we"ll know with the
returns that are to go to the printer next
fall.

COUNCILWOMAN BROWN: And when you

say you"re willing to explore with those who
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have ideas, whom would you be referring to?

COMMISSIONER KAMMERDEINER: Well,
quite often practitioners who deal with the
filing of returns for a number of businesses,
because of their work with those businesses
and also with the returns and the tax law,
will have ideas that will help us think
through a process and figure out how to make
it work. 1 meet with some of these tax
practitioners, both lawyers and accountants on
a quarterly basis, and they“ve been helpful in
the past. But it"s not just this small group
who meet periodically, anyone who"s involved
with the tax, it could be an individual
taxpayer who might have an idea or suggestion.
I*m open to hearing about ideas about of how
we can implement a two-payment process that
would mean something to the taxpayers and not
be two payments that are so close together
that it"s not really a meaningful help to
them, but at the same keep the payments in the
fiscal year so that we don"t adversely affect
the City"s budget.

COUNCILWOMAN BROWN: So formally,
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how can we make that happen? Because this is
2005. The bill was passed 2002. You
guesstimate that we can have something in
place 2003. What tangibly needs to happen
between now and you say the summer so you have
adequate time to prepare the printed documents
so that they go to the printer and available
for taxpayers? | guess that would be this
winter, right?
COMMISSIONER KAMMERDEINER: They
would go to the taxpayers in January of 2006.
COUNCILWOMAN BROWN: How can the
Council be helpful in getting this done, when
you say you need practitioners and the like?
COMMISSIONER KAMMERDEINER: As it
stands right now, without some way to get this
revenue neutral iIn the budget year, the
process that is in place now would continue
because we have implemented the change in the
law as It was contemplated back in 2002.
COUNCILWOMAN BROWN: But my interest
remains for new start-up businesses whom we
know have to overcome a lot of hurdles just to

remain in business.
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COMMISSIONER KAMMERDEINER: 1 can"t
give you a set process because we"re looking
for an idea that hasn"t come yet. So 1"m open
to ideas on how we can make this budget year
neutral at the same time we"re helping these
people. So far, the ideas have been proffered
by, whether the"s my staff or someone from
outside, would put us in a situation where it
would delay into the next fiscal year, and
that doesn"t help from a budget standpoint.

So | can"t give you an exact time because it
means having someone come up with an idea that
hasn®t come forward yet.

COUNCILWOMAN BROWN: Okay. For this
year, 1°11 go on the record indicating that
that is a concern. And next year we"ll have a
different conversation if there has not
substantial movement.

Thank you very much for your
testimony.

Thank you, Madam Chair.

COUNCIL PRESIDENT VERNA: You're
welcome.

The Chair recognizes Councilman
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Rizzo.

COUNCILMAN RIZZO: Thank you, Madam
President.

Not everybody thinks, Commissioner,
that this is bad, but we®"ve had this
conversation before and 1 can"t figure why we
can"t do better. Example: Someone pays the
real estate taxes. They send the check in.
And they"re conditioned that when they pay the
electric bill, they pay the gas bill, they pay
the phone bill, within a day or two, the check
clears. | have people tell me that they"ve
paid their real estate taxes and other taxes
to the City where the check®s out there three
or four weeks. And 1 know you explained to me
that the checks all come in at once and it"s a
cumbersome process, but other big companies
get lots of checks every day and process them
promptly. 1 just can"t figure why a person
would have a few thousand dollar check for
real estate taxes coming to the City of
Philadelphia and it doesn"t clear for a month.

COMMISSIONER KAMMERDEINER: 1 don"t

understand that either because we don"t hold
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them In my procession. Real estate checks are
going through, if not the same day, within a
day or two of when we receive them based on
what is in our possession. So I"m not sure -—-
1"d love to have the example.

COUNCILMAN R1ZZ0O: But you gave me a
different answer.

COMMISSIONER KAMMERDEINER: When we
talk about business privilege tax, that's a
different story. Business privilege tax
payments come in envelopes that ar more
difficult to open. They"re in between pages.
The business privilege tax payments, |
understand, do take us longer to process than
I would like to see. Those take two to three
weeks and sometimes a little bit longer.

What could have happened with the
kind of situation you"re referring to with
real estate taxes is if we got a check that
did not include a payment coupon, we have to
research those individually to figure out what
that payment applies to and that takes time
and those do back up and those do take

sometimes two to three weeks to clear. And
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that"s generally because we haven"t had a
payment instrument with that check that gives
us the information we need in order to post
that payment to the proper account. And those
will wait until --

COUNCILMAN RIZZzO: 1 will give you
some examples of payments that were posted
according to the book, that were not lost in
the mail, never came back, that weeks and
weeks and weeks went by before the check
cleared. 17ve asked other people the same to
do some checking, and it takes a long time.
You"re telling me in a day or two. You have
to show me, and 111 show you.

COMMISSIONER KAMMERDEINER: 1 would
love to see the example so that we can
research them because 1 would submit that the
vast majority of them are processed quickly.

COUNCILMAN R1ZZ0O: The reason 1
started off by saying it, it"s not a big deal
if you don"t want my money and get it in the
back quickly. 1°d rather have it in my
account, but 1 can tell you this, it sends a

message that we don"t do our business well
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here when someone sends a check and it sits
and doesn®"t clear their account. 1 don"t want
to be labor this, but all I can tell you is
that there®s a lot of people that I know that
have told me that it"s taken a long time for
you to cash their check.

COMMISSIONER KAMMERDEINER: Again, |1
would like to see the examples so that we can
take a look at that. And I°d like you to come
see and processing area so that you can see
what the process is like.

COUNCILMAN RIZZO: 1711 show you one
in particular that took three weeks.

COMMISSIONER KAMMERDEINER: Thank
you.

COUNCILMAN RIZZ0O: The next thing
1"d like to ask you about is, what do we do --
you talked about the automated meters. The
life expectancy of the battery in that meter
is how long?

COMMISSIONER KAMMERDEINER: Those
are actually handled by the Water Department.
And 1"m guessing here. 1 was thinking Ffive

years, but 1"m not certain.
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COUNCILMAN R1ZZ0O: 1Is there a
program to let people know that they have to
come back out? Because | had a constituent
call me that somebody was knocking on their
door and they thought it was one of these
scams to get in their house to replace the
battery.

COMMISSIONER KAMMERDEINER: There is
a program to replace the batteries. And
basically, as the water reads come in, there
will be no reading. The battery doesn"t
activate, there will be no reading, and those
are investigated by the meter shop to
determine whether or not there is a battery
that needs to be replaced. 1 personally have
had a battery replaced on mine. It stopped
reading, | was getting an estimated payment.
I raised a question because my reading was
estimated instead of actual. And when they
investigated, it had just come up and they
scheduled it and my battery was replaced.

COUNCILMAN RIZZO: But 1 hope it"s
not just a knock on the door that someone

shows up and says, "'The battery is deed in
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your meter." 1 hop there®"s some letter or
some communication to the people to schedule a
time or appointment.

COMMISSIONER KAMMERDEINER: That"s
handled, as | said, by the Water Department
and the water meter shop. We"ll make sure
that they provide an answer on that question.

COUNCILMAN R1ZZ0O: That"s good.

I want to talk about an area that |
have an interest in, and it is satellite
television in the City of Philadelphia. We"re
working on looking at exactly what they do and
what they don"t do in the area of sales tax.
I"m not sure what the situation is right
there. But it"s been reported to me that many
of the vendors, they"re small contractors that
work for these satellite television people
that go out and put the dishes all over
Philadelphia, that many of those companies
come from outside the City and they have no
business privilege license. How does revenue
manage that? In other words, can you report
to me how you are assured that vendors that

come into the City, especially at this level
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putting these satellite dishes, there®s two
major companies, all over the City and if
they"re coming from New Jersey or they®re come
from outside the City doing this work, A, they
don"t have business privilege licenses and
then no business privilege tax. That would be
an assumption, right?

COMMISSIONER KAMMERDEINER: In order
to get a business privilege license, you have
to have a business tax account with us in
Revenue. So those two things are linked. We
work with L&l on that. We would know about
the taxpayer and have them registered to be
doing business in Philadelphia if they"ve
gotten a business privilege license.

The broader question that you"re
asking is how do we know about someone,
whether it"s the satellite installer or
someone else who"s doing business here who
isn"t located in Philadelphia. That"s the
difficult compliance issue that we deal with
regularly. And we do, through our compliance
group, seek to review things like the

satellite installers, whether it be through
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listings in phone directories, listings that
we get through cooperation with either the
Internal Revenue Service or the Pennsylvania
Department of Revenue and match those pieces
of information against our records to see if
they"re registered. The hardest group to find
are those who are located outside the City so
therefore aren®t filing from a Philadelphia
address with the other levels of government
and are working here. And so I would say we
don®t have a hundred percent compliance. We
keep seeking ways to identify them. And this
is a group that 1 will check with our
investigators to see if they they"ve looked
specifically at this group as a distinctive
group of contractors who might not be properly
registered.

COUNCILMAN R1ZZ0O: The issue is the
fact that when you call and you want to get
satellite television, whether Direct TV or
Dish Network, you call an 800 number and the
installer shows up. That concerns me that
that revenue that we"re losing.

Is your department in a position to
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write a letter to both of those companies
asking them to provide you the list of
installers that install their product in the
City of Philadelphia and then we can identify
whether or not -- they"re all subcontractors,
from what 1 understand. And I got a complaint
from a particular person that said that the
person that showed up at their location did
not have a business privilege license.

COMMISSIONER KAMMERDEINER: We
certainly would be In a position to seek that
information. Not every entity that is outside
of Philadelphia is going to be willing to
comply with us.

COUNCILMAN RIZZO: 1"m not talking
about the subcontractor, 1"m talking about you
writing a letter to Direct TV asking them for
information on who their vendors are in
Pennsylvania or New Jersey.

COMMISSIONER KAMMERDEINER: And what
I*"m saying is we can and we certainly do on
many occasions go to entities like that. But
Direct TV, for example, is not located in

Philadelphia, so they may or may not feel that
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they have to comply with our request.

COUNCILMAN R1ZZO: Do we get any
sales tax from them?

COMMISSIONER KAMMERDEINER: Sales
tax is collected by the state on our behalf.
So 1 can"t directly answer that question.

COUNCILMAN RIZZ0O: Could you find
that out.

IT they"re conducting business in
the City of Philadelphia, wouldn®"t you think
we should be getting sales tax?

COMMISSIONER KAMMERDEINER: 1
believe that is a component on a bill for a
satellite subscriber. What 1 can verify,
because of confidentiality, | wouldn"t be able
to give specifics even if I can verify with
the state that a particular entity business
entity is paying a particular tax.

COUNCILMAN RIZZ0O: That"s
confidential?

COMMISSIONER KAMMERDEINER: Yes.

COUNCILMAN RIZZO: It"s confidential
on a bill that was sent to me, it sales tax.

It doesn"t say whether it was Pennsylvania
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sales tax or it could be where their corporate
offices are, correct?

COMMISSIONER KAMMERDEINER: 1t could
be.

COUNCILMAN RIZZO: And it"s
confidential whether a company pays sales tax
to the State of Pennsylvania?

COMMISSIONER KAMMERDEINER: For one
thing, 1 don"t even have access to the full
state information. The state collects on our
behalf and we get it in bulk. 1 don"t have
audit or --

COUNCILMAN NUTTER: Point of
information.

COUNCIL PRESIDENT VERNA: Excuse me.

The Chair recognizes Councilman
Nutter for a point of information.

COUNCILMAN NUTTER: Thank you, Madam
Chair.

Commissioner, in line with
Councilman Rizzo"s question, | mean, maybe
there is an argument as to whether or not you
or someone else could tell us whether XYZ

Corporation was paying a particular tax. Not
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today, but be glad to spend the time debating
with you about that. But certainly, you could
tell us or someone could tell us whether a
company like XYZ or a company that is in the
business of providing certain services as
described, whether it"s satellite dish or
whatever the case may be, that can"t be
confidential.

COMMISSIONER KAMMERDEINER: Correct.
I was responding that way because 1 thought
the question had been about a specific
business. And that specific business, 1
couldn®t provide the information.

COUNCILMAN NUTTER: How about if the
question iIs rephrased and it"s a business
that"s in that kind of business?

COMMISSIONER KAMMERDEINER:

Certainly that can be checked. It"s really
the State. 1 will who have to check with the
State to see whether or not the satellite
coverage iIs subject to the sales tax. And if
it"s subject to the state sales tax, it"s
subject to ours because ours Is a subset or a

mirror of the State"s in terms of
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requirements.

COUNCILMAN NUTTER: Thanks.

Thanks Councilman.

COUNCILMAN RIZZO: So 1°d be
interested to know about what we can do to
make sure that these installers that come into
the City have business privilege licenses,
that in fact we are collecting the business
privilege tax. And then that generic question
of whether or not satellite providers pay
sales tax to the Commonwealth of Pennsylvania
which we get a piece of.

COMMISSIONER KAMMERDEINER: 1 can"t
tell you whether our investigators have
already been pursuing them, but to the extent
they have not, we will certainly be looking at
if these companies as we go forward. And 1
will check with the State about the taxability
sales tax for the satellite coverage.

COUNCILMAN R1ZZ0: From what I
understand, unlike other cable companies, most
of the satellite companies have subcontractors
that install their product. 1"d be interested

to know what we"re doing there to assure that
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we"re having quality people install that have
the business privilege license and also pay
their tab.

COMMISSIONER KAMMERDEINER: When you
say quality, I don"t know whether they"re
required to have licenses, and that would be
an issue in terms of L&I.

COUNCILMAN R1ZZ0O: Thank you, Madam
President.

COUNCIL PRESIDENT VERNA: You're
welcome, sir.

The Chair recognizes Councilwoman
Tasco.

COUNCILWOMAN TASCO: This question
may have been asked, and I just want to see if
I heard you. What continues to bother me is
the fact that there are buildings, properties
in the City of Philadelphia where we"re not
collecting taxes. They owe city taxes and
we"re not collecting them. Now, did you say
you pass that information on to the Law
Department for action?

COMMISSIONER KAMMERDEINER: The Law

Department under the Charter is responsible
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for enforcement after 90 days of delinquency.
We work with them and we do continue to
collect and we do continue to bill and try to
collect as much as we can even after that
90-day period. But in terms of legal
enforcement and additional steps, that is
handled by the Law Department. They may be
going to Municipal or Common Pleas Court.

They maybe Ffiling judgments against the
taxpayers. And they may be taking other legal
enforcement actions with a property. That
could mean sheriff"s sale. It could mean an
outside collector. There are a variety of
enforcement actions. They also have a program
involving sequestration when there"s rental
income. There are a variety of things that
the Law Department does for enforcement over
and above the things that we"re already doing
with collection agencies, billing, and
matching to other databases. So there are
really two sets of activity going on. And you
may want to talk with Law a little bit further
about the details on the things that they"re

doing for further enforcement.
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COUNCILWOMAN TASCO: Thank you.
COUNCIL PRESIDENT VERNA: Thank you.

The Chair recognizes Councilman

Clarke.

COUNCILMAN CLARKE: Thank you, Madam
President.

Good afternoon.

COMMISSIONER KAMMERDEINER: Good
afternoon.

COUNCILMAN CLARKE: A couple of
quick questions. 1711 start with a bill that
I introduced, the abatement on gross receipts
on new businesses that is currently before
us --

COMMISSIONER KAMMERDEINER: Yes.

COUNCILMAN CLARKE: I wanted to ask
a question. There was some references in the
City Solicitor®™s opinion about this particular
bill as it relates to uniformity. And it was
language that talked about new businesses
versus start-ups. What"s the difference, in
your estimation?

COMMISSIONER KAMMERDEINER: 1"m not

sure that 1"ve seen the opinion you"re
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referring to, but I believe what they"re
referencing there --

COUNCILMAN CLARKE: You"ve seen the
opinion? It"s supposed to be confidential.

COMMISSIONER KAMMERDEINER: 1"m not
sure 1 have.

COUNCILMAN CLARKE: You shouldn®t
have that.

COMMISSIONER KAMMERDEINER: I think
I saw a draft. I"m not sure 1 have the final.

COUNCILMAN CLARKE: You probably
don"t want to say that on the record. Let"s
act like you didn"t say that. Say that you
understand what 1*"m talking about.

COMMISSIONER KAMMERDEINER: I think
what the reference there is to a business that
may change its entity. You can have a
proprietorship that becomes a limited
liability corporation. It may be doing the
exact same business, but changes it changes
its legal form. That type of business gets a
new entity identification number from the
federal government. It gets a new tax account

from us. It appears on our records as though
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it"s a brand-new business. It has a start
date of whatever that new start date was for
that new entity. And yet it may be doing
exactly the same things in the same place with
same people as it was before. And | don"t
think that you intend your bill to address a
company like that that has a longstanding
history but has a legal entity with a new tax
account. And somehow we have to be able to
distinguish between a company that truly is
new, wasn"t In business in Philadelphia
before. It may have been in business
somewhere else, but not in Philadelphia
before. And the company that was here before
but has a new legal entity that on Revenue®s
records have the start date and looks like the
same new corporation. And when you try to
distinguish between those two, you can come up
against the uniformity provisions in the State
Constitution. And under Constitution, taxes
must uniformly applied to the same type of
entity.

COUNCILMAN CLARKE: You®ve truly

read the opinion, because | didn"t really ask
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all of that. | asked you the question, what"s
the difference between a start-up and a new
business. And you started going down that
road and then you got into what was referenced
in the opinion.

Basically a newly incorporated
business that has no history in any other
parts of the country, any other state -- if
you could just respond to the question and not
get into what was in the opinion. | only
referenced the opinion because 1 was giving
you a reason why 1 was asking the question.

COMMISSIONER KAMMERDEINER: 1"m not
referencing the opinion.

COUNCILMAN CLARKE: The language
you"re quoting is verbatim.

COMMISSIONER KAMMERDEINER: Truly
coincidental.

COUNCILMAN CLARKE: 1 didn"t ask you
about uniformity and all that.

COMMISSIONER KAMMERDEINER: 1"m
saying it becomes an issue then when you"re
trying to define what is a new business, you

have to be sure that however you can define it
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is one that we can enforce under the law, and
the law --

COUNCILMAN CLARKE: Let me ask the
question this way. Do you have a definition
in the Revenue Department as a start-up
business? Is there such a definition?

COMMISSIONER KAMMERDEINER: No.

COUNCILMAN CLARKE: That answers my
guestion more so. Because there was some
recommendations -- now we can talk about the
bill -- as it relates to the bill that we
should amend it to incorporate start-ups. My
preference is to do new business because I
think new business need some exemptions on
gross receipts because new businesses, like
all businesses --

COMMISSIONER KAMMERDEINER: I think
the concern is, what are you defining as a new
business and what characteristics are there as
a new business. Because I could define a new
business as one that"s newly registered with
me with a new identification number and then
find out that that same business, that that

entity existed in a different form with the
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same people in an earlier time period and yet
on my records in Revenue it would look like a
brand-new business with a new account number
from us, a new federal 1D and new name, but
yet it"s the same as what was there before.

COUNCILMAN CLARKE: What level of
detail do you investigate the new business?

COMMISSIONER KAMMERDEINER: We don®t
care.

COUNCILMAN CLARKE: Because there"s
no difference in terms of the taxes?

COMMISSIONER KAMMERDEINER: They
would need to register with us when they have
a new legal entity. It doesn"t matter whether
it"s a similar entity to another one or not.
A typical example, you might have a developer
who for every development or every project in
the City has a new legal entity and new
identification and yet the partners could be
exactly the same.

COUNCILMAN CLARKE: So it sounds
like you"re suggesting that we should ensure
that the partners in a new start-up

essentially can®"t have had similar business in
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prior years?

COMMISSIONER KAMMERDEINER: 1t
depends on how you want to define a new
business and what it is you"re attempting to
achieve. You need to be precise about that in
a way that we can apply that same standard to
every entity and treat them similarly.

COUNCILMAN CLARKE: So there"s
really no difference in a start-up and new
business as defined by the Revenue Department?

COMMISSIONER KAMMERDEINER: We don"t
define them, so no. We look for the date that
you start doing business in Philadelphia, and
you declare to us what your name is, who your
officers are, and identify your federal
identification number. It"s possible -- and 1
don"t know the answer to this -- whether the
Feds have any distinction in terms of
assigning the new number.

COUNCILMAN CLARKE: All right.

Second question. One of our
favorite subject matters. Non-utilization
tax. We talked about it earlier, and 1 think

we may need one of our friends from MOIS to
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come to the table.

COMMISSIONER KAMMERDEINER: David
Baldinger from MOIS who deals with the data
and GIS issues agreed to join me after a side
conversation with the Councilman earlier
today .

COUNCILMAN CLARKE: Thank you.

Good afternoon.

MR. BALDINGER: Good afternoon.

COUNCILMAN CLARKE: Pretty much, |
guess, for the last three years we"ve been
having this dance around non-utilization tax,
essentially a tax on vacant property. And one
of the primary issues raised by the Revenue
Department was always the ability to determine
accurately whether or not a property was
vacant, no utilities, haven"t been used in a
number of years, no action whatsoever, no
utilization whatsoever in that property. And
my understanding in talking to a number of
people iIn recent years that we have the
ability relatively quickly to determine the
history of a property, particularly if the

property is vacant and there have been no
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utilities or no activity with that building

whatsoever using technology as opposed to

sending

inspecti

out an L&l inspector and physically

ng the property. It was suggested

that possibly we"re in a position to do that

now.

MR. BALDINGER: The systems we have

in place for geographic information systems

enable us to look at data from a lot of

different sources and try to understand,

analyze

that data and understand what is

happening with individual properties. The

question of whether properties are vacant is a

very difficult question, as you know,

Councilman. And there are not really good

primary

data sources for vacancy within the

City. What we do get about vacancy are a

snapshot of vacancy from L&l when they do

periodically a vacancy survey of the City, but

that"s really only a snapshot of whether

properti

in time.

there.

es are vacant at an individual point

COUNCILMAN CLARKE: Let me stop you

When we proceeded or the NTI Program
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was proposed and they identified the number of
properties that were vacant in the City of
Philadelphia, where did they get that number
from?

MR. BALDINGER: They got that from
L&lI. As 1 understand it, L&l went out, did
the survey, sent all of their inspectors out,
rode up and down the street and said, "That"s
vacant. This is not vacant. That"s vacant.
This is not vacant.”

And even then, as you know, it"s
often very difficult to tell from outside a
property whether it is in fact truly vacant or
not. You know, somebody®"s making a judgment.
It"s obvious In many cases, but in some cases
it"s not so obvious. So it is difficult.
There is not a business practice within the
City where you can go to one agency and they
know on a day-to-day basis whether a property
is truly vacant on that day. It just doesn"t
exist.

COUNCILMAN CLARKE: Can we determine
if the property is being utilized?

MR. BALDINGER: N, we really can"t.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

386

Utilization and vacancy are kind of the same
thing. There are some --

COUNCILMAN CLARKE: Not to cut you
off. So if a squatter is in a building
illegally, we don"t consider that building
vacant?

MR. BALDINGER: If it was obvious
that that building used, if the squatters were
in there in a way you could see that they had
curtains up and they were using the building,
the L&l inspector as | believe as they looked
at that building would say that"s not vacant.
They would have no way to know as they were
driving up the street whether the person in
that building was there owned the building,
was renting the building or was there perhaps
illegally.

COUNCILMAN CLARKE: If there are no
utilities in the building, there®"s no gas
service, there"s no water service, there®s no
electric service --

MR. BALDINGER: There are other --

COUNCILMAN CLARKE: Wouldn®t that

mean that the building is not being utilized?
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MR. BALDINGER: Well, you"re right.
There are other ways to kind of make estimates
or get indications of whether properties are
being used or not. And you®re right, looking
at utility data, you know, has the Water
Department cut off the water service to the
building, those kinds utility data can be used
to kind of supplement the other data. But
it"s not a comprehensive nor necessarily
perhaps a conclusive way to really know
exactly what the status of that property is.

COUNCILMAN CLARKE: So if there®s no
services whatsoever in the building, taxes are
not paid, no water service, no electrical
service, no service whatsoever, we can"t
identify that building as being vacant?

MR. BALDINGER: You probably in that
case, you would come to the conclusion that
that property was vacant.

COUNCILMAN CLARKE: So my original
question, through MOIS, do we have the
capability of determining all the
aforementioned services?

MR. BALDINGER: If we were able to
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get the data from the various utility
companies. If you wanted to look at more than
just the water data, if you wanted to look at
PECO data or PGW data, you have to see whether
that data could be made available. IF it
could, you would be able to take that data and
compare it to other data that we have within
the City and you could make judgments.

COUNCILMAN CLARKE: You"re telling
me you don"t have the capability of
determining that?

MR. BALDINGER: The technology is
there. It"s not -- we don"t have all of those
data sources. We would have to develop a
mechanism to make sure that we were analyzing
the data correctly. It could be done.

COUNCILMAN CLARKE: Which ones don"t
we have? 1"m assuming we have the ability to
access water.

MR. BALDINGER: Yes, we would have
the water data, but I don"t believe we have
data from either PGW or PECO if you wanted to
look at those data.

COUNCILMAN CLARKE: Why wouldn®"t we
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have PGW?

MR. BALDINGER: 1 don"t think we"ve
asked for it. 1 guess we could ask for it.

COUNCILMAN CLARKE: It is owned by
the City of Philadelphia.

MR. BALDINGER: IFf they would make
it available, we could look at it, yes.

COMMISSIONER KAMMERDEINER: 1 know
in the past we had attempted to share
databases. This is prior administration of
PGW, so 1 can"t say what the result would be
now. But when we attempted to share
information before, we were stymied in the
course of doing it.

COUNCILMAN CLARKE: Hold on. The
prior administration in PGW? Don®"t we own the
gas company?

COMMISSIONER KAMMERDEINER: We own
the assets, but the management several years
ago did not cooperate with our efforts to do
some joint enforcement.

COUNCILMAN CLARKE: That was PMFC or
whatever it was?

COMMISSIONER KAMMERDEINER: I™m
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going back probably six, seven years. |
personally have not been involved in any
effort since then in terms of acquiring that
data, so | can"t personally tell you whether
it would be made available to us. We would
need to be able to find a common key to be
sure we were matching addresses effectively.
And 1 don®t know enough about their database
to be able to tell you whether we could easily
match 1t to our data and superimpose that over
the information that we already have in the
City. We could probably do it, but I can"t
tell you without doing some further
investigation.

COUNCILMAN CLARKE: The system
that"s used by the University of Penn, are you
familiar with that?

MR. BALDINGER: Yes, 1 am.

COUNCILMAN CLARKE: Don"t they have
gas service in that system?

MR. BALDINGER: 1 don"t know whether
they have gas data or not. They get data from
the City and they also go out and get data

from other sources. They may get it from the
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gas company; 1 don®"t know.

COUNCILMAN CLARKE: A guy in my
office actually pulled up a property and he
was able to get that information.

MR. BALDINGER: If he was, then 1
would suspect we would be able to get the
same.

COUNCILMAN CLARKE: The only one we
wouldn®"t be able to access is PECO basically.

COMMISSIONER KAMMERDEINER: I don™"t
know whether they will share it. We"ve not
approached them about doing it.

COUNCILMAN CLARKE: Can we do that?

COMMISSIONER KAMMERDEINER: We can
certainly approach them. 1 don"t know whether
they would share it.

COUNCILMAN CLARKE: Yes. Should I
do it or you do it?

COMMISSIONER KAMMERDEINER: We can
initiate something, but we might need your
help.

COUNCILMAN CLARKE: [1"ve been trying
to get some assistance from you guys for the

last three years.
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COUNCILMAN COHEN: And I"m sure that
Councilwoman Tasco would be more than happy to
lend her support to that. 1 mean, there®s no
reason why we shouldn®"t be able to obtain that
information.

COUNCILMAN CLARKE: I was holding
back the big stick for a little later.

COUNCILMAN R1ZZ0O: Point of
information.

COUNCIL PRESIDENT VERNA: Councilman
Rizzo.

COUNCILMAN RIZZO: This isn"t the
first time we talked about this reaching out
to the various utilities. | believe we were
told that -- I forget who in this body
suggested that we do use the gas company, the
PECO records, 1 forget what the issues we were
discussing, the cable companies, to ascertain
something that we wanted to. And I believe we
were told that that was privileged
information. Do you recall the issue that we
were discussing here possibly using the
information about the credit or --

COMMISSIONER KAMMERDEINER: I don"t
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recall the situation. What we"re talking
about now is specifically information on
vacant properties which might be more readily
shared than information that would involve the
credit or liabilities of a particular
customer.

COUNCILMAN RIZZO: 1 think it was
about abandoned buildings for water service.

I think that that"s what the issue was that we
were talking. We had so many active accounts
and we were trying to figure a way how we
could find out which ones needed to be totally
disconnected, and there was some effort to try
to use records from PGW. Are you starting to
recollect now?

COMMISSIONER KAMMERDEINER: 1
referenced before that we were stymied in our
efforts to compare data and do some joint
enforcement.

COUNCILMAN RI1ZZ0O: 1°d like to
revisit that. It doesn"t sound like it"s
confidential to me. 1It"s not finding out who
pays sales tax or not.

COMMISSIONER KAMMERDEINER: We can
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and should revisit the issue and see what we
can get this time around.

COUNCILMAN R1ZZ0: 1 recollect it
was about that issue. Thank you.

COUNCIL PRESIDENT VERNA: Councilman
Clarke.

COUNCILMAN CLARKE: Thank you. So
right now, potentially, the only utility that
we, the City, would not be able to access is
the electrical service, assuming we can get
gas and assuming we can get water?

THE WITNESS: Definitely we have the
water information. We have to verify that we
can get PGW information in a format that we
could use, which is always an issue.
Presumably, we should be able to get that.

COUNCILMAN CLARKE: So if we were
able to get the information on the electrical
service, you can then determine pretty much
what the -- short of a physical inspection,
and we agree that sometimes a physical
inspection doesn"t determine specifically, an
exact science, that that property is vacant,

but we would have a good barometer that that
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property is probably not being utilized if
there are no utility services whatsoever in
the building?

MR. BALDINGER: That"s correct.

COUNCILMAN CLARKE: To follow up,
Ms. Kammerdeiner, you will have your people or
somebody will check and see if we can have
some access to records on service by PECO?

COMMISSIONER KAMMERDEINER: We®11
see what we can learn, yes.

COUNCILMAN CLARKE: You"ll see what
you can learn?

COMMISSIONER KAMMERDEINER: In terms
of getting access to the records. We"ll check
into it.

COUNCILMAN CLARKE: Can you notify
me as to the response you get? If it's a
positive response, can we then work on trying
to determine if the technology will allow us
in expeditious way to determine the status of
these properties? Can | at least get that
agreement from you today?

COMMISSIONER KAMMERDEINER: We®Il

certainly get back to you as soon as we have
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some information on it and then we*ll continue
to work with MOIS.

COUNCILMAN CLARKE: All right.
Thank you.

Thank you, Madam President.

COUNCIL PRESIDENT VERNA:
Councilman, 1 was just saying to Mr.
McPherson, I don"t see any reason why any of
us should not be able to get all of that
information on our computers really.

COUNCILMAN CLARKE: 1 know the PGW
is available because 1 had a guy check a
property and the water came up and the PGW
came up. It told the time when the service
was terminated and everything. And I just off
the top of my head, 1 can"t remember if the
electrical service was included, but 1711
check when I go back to the office.

COUNCIL PRESIDENT VERNA: The Chair
recognizes Councilman Nutter.

COUNCILMAN NUTTER: Thank you, Madam
Chair.

Commissioner, 1°d like to go back to

the -- 1°d like to get a better understanding.
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IT you need to provide us a document, that"s
fine. 1°d like to get a better understanding
of the credit card issue and the agreement
that was made.

In many other on-line transactions,
if you"re buying books, if you"re buying an
appliance, I mean, any number of things that
you can currently purchase on the Internet or
pay bills through your bank, you set it up or
you tell them who you want to pay, put in all
the information, and you pay the bill without
any additional charge. So I"m trying to
understand. There must be some benefit to the
City by making it easier for people to pay any
number of bills or access things over the
Internet. So why are we charging?

COMMISSIONER KAMMERDEINER: The
other types of bills you"re talking about with
a retailer, that retailer is paying the fees.
They"re absorbing the fees. |If you go into a
store and you use a credit card in the store
or you pay for something over the Internet,
the retailer involved is absorbing that fee

and paying it to the credit card provider.
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Governments generally do not absorb those
fees. The general feeling -- and I™"m using
that statement because 1°ve read a number of
articles about other governments and the
deliberations they went through in this
process. They generally do not absorb the
fee. They have the user of the service pay
the fee because there is a perception that in
general the taxpayer shouldn®t be paying for a
service that"s used by a few.

COUNCILMAN NUTTER: Used by what?

COMMISSIONER KAMMERDEINER: Only a
few. And that we should not have that charge
paid by the general treasury for service that
is used only by a few people and that those
people should pay for that.

COUNCILMAN NUTTER: In this context,
what"s a few?

COMMISSIONER KAMMERDEINER: I think
that is an issue that almost every government
will deal with at some point in time in terms
of when it becomes beneficial to the
government to absorb that fee and have it be

out there as something that we pay for as
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opposed to something that the individual user
of the service would pay for. That definition
may be different for every type of service in
every situation.

COUNCILMAN NUTTER: Now, you
mentioned that the fee is a function of how
much you pay. Is this a percentage issue or
is it a dollar amount issue?

COMMISSIONER KAMMERDEINER: Usually
it"s a percentage. When you have a lot of
volume of activity that is for the same dollar
amount, then generally the provider of that
credit card service will agree to a set fee
that goes with either that dollar amount or a
range of dollars.

COUNCILMAN NUTTER: Well, what"s the
percentage fee that we"ve negotiated?

COMMISSIONER KAMMERDEINER: 1 don"t
want to misquote, so let me get that for you
and verify it. It"s, I think 2 and a quarter
percent, but 1"m not sure.

COUNCILMAN NUTTER: How much?

COMMISSIONER KAMMERDEINER: 1t"s

around 2 percent, but I"m not sure. | said 2
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and a quarter, but I don"t misspeak, so let me
get the fee.

COUNCILMAN NUTTER: So whatever that
number, it"s that number times however much
you"re paying; is that right?

COMMISSIONER KAMMERDEINER: Yes.

COUNCILMAN NUTTER: Now, does the
City make or generate any revenues from this
arrangement?

COMMISSIONER KAMMERDEINER: Again,
1*11 get the exact amount for you. There is a
small amount that comes to the City for the
processing charges that we incur in terms of
actually implementing the service. It"s a few
cents on each transaction.

COUNCILMAN NUTTER: So in the
example earlier, if a person paid their bill
and there was a $18 charge, how much of that
goes to the credit card company and how much
comes back to the City?

COMMISSIONER KAMMERDEINER: That"s
the kind of thing I have to get for you so
that we have a clear picture.

COUNCILMAN NUTTER: Now, what is the
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benefit to the citizen to pay on-line, end up
with, even if it Is 2, 2 and a half, and a
quarter, whatever the number is, pay a 2 and a
half percent or so fee, which on a fairly
large bill could be some amount of money,
versus getting a stamp and putting it in an
envelope and writing a check?

COMMISSIONER KAMMERDEINER: That
would be for each person to determine. 1 know
that a number of people will pay --

COUNCILMAN NUTTER: Isn"t it
something you"re trying to promote?

COMMISSIONER KAMMERDEINER: A number
of people would find it very beneficial to get
miles or points, depending upon the kind of
credit card they have. And they find that the
benefits that they get from processing this
payment on their credit card far exceeds the
fee that they pay in order to have the
convenience and the service paying with the
credit card. So that"s going to be an
individual decision in terms of whether it"s
worth it to them. Some people will say that

that fee is too high and it is not worth it to
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them, they would rather write a check and put
a stamp on it.

COUNCILMAN NUTTER: Do you have any
expectation that to the extent that we make it
easier for people to pay the different bills
that you might actually increase collection
rate?

COMMISSIONER KAMMERDEINER: 1 have
said in discussions about this internally that
if we want people to pay using the credit
card, and that is our preferred method of
having them pay because it is cost effective
for us, then we should absorb that fee,
whatever that fee happens to be for the
payment. To the extent that we"re provide
this as a service for the taxpayer or citizen,
then they should be paying the fee for the use
of that service. At some point in the future
after we have enough use of the service, we
can start to do that kind of analysis
effectively, see what charges from the bank
that we have now for processing checks that we
no longer have because a credit card

transaction replaces it. Those analyses
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really have to take place after we have some
experience, and then 1 think we will be
recommending that we absorb the fee for
certain types of transactions.

COUNCILMAN NUTTER: Let"s move to
the -- 1 don"t know whether you were able to
find your document.

COMMISSIONER KAMMERDEINER: Yes, 1
was.

COUNCILMAN NUTTER: First, on the
Water Fund, am | reading this correctly, that
as of June 30, 2004, there was a little over
$170 million in outstanding water bills?

COMMISSIONER KAMMERDEINER: Yes.
We"ve talked before in some other settings.
We have receivables for 15 years on the water
database. And so these are receivables that
have been accumulated over a long period of
time.

COUNCILMAN NUTTER: That seems to
break down 106 million in the doubtful
collectable and 64 million in the collectable.
I mean, at what point in time do you just

decide that you"re not going to be able to
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collect a certain amount? 1 don"t know if
we"re able to write a debt off, but why do you
keep carrying it?

COMMISSIONER KAMMERDEINER: After 15
years, we actually take it off the database.
In between, we have identified accounts that
are older as being less likely to be
collected, and that"s why you see such a large
amount in the doubtful account column. We
have different standards according to the type
of charge because there®s some things here
that are less likely to be collected than
others.

COUNCILMAN NUTTER: When you Fflip
the next few pages -- 1 need to walk through
this a little bit. Is the second page a
continuation of the first page?

COMMISSIONER KAMMERDEINER: 1 think
there may have been attached in the wrong
order. 1 apologize for that. The last page
here that starts out with General Fund
property taxes should actually be the first of
those two pages. It was collated wrong.

COUNCILMAN NUTTER: 1 understand.
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So let"s go through this. We"ve got General
Fund property taxes. These numbers are all as
of 6/30/04.
COMMISSIONER KAMMERDEINER: Correct.
COUNCILMAN NUTTER: $160 million.
COMMISSIONER KAMMERDEINER: Yes, but
I call your attention to the first line which
is real estate current. That was not yet
delinquent at June 30th. So that 49.8 million
that you see there was really not delinquent
until January 1 of 2005 if it was still due at
that point.
COUNCILMAN NUTTER: So why don"t we
call that at the moment 112 million.
COMMISSIONER KAMMERDEINER: Yes.
COUNCILMAN NUTTER: Then we have
self-assessed taxes, a total of 291 million.
And then sales, miscellaneous, real estate
transfer tax and meter sales of 22 million,
giving us a grand total of somewhere in the
neighborhood of probably $425 million?
COMMISSIONER KAMMERDEINER: Some of
that would have been really current. For

example, on the sales tax and the realty
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transfer tax, meter sales, those were due on
June 30th, but they were timely paid in July.
When you take a snapshot at a particular point
in time, and this is true of most of the
self-assessed taxes as well, some portion of
that money that is due on a given day may
still be timely iIn its payment in the
following month. So it"s a little bit
misleading in terms of looking at it as being
a long-term delinquent.

COUNCILMAN NUTTER: And then $140
million related to either traffic court or
other? These are from agencies?

COMMISSIONER KAMMERDEINER: The
other there is primarily the very old L&l
demolition, stucco, cleaning and sealing.
You"ll notice that we have classified all of
that as being uncollectible. 1It"s very
unlikely that we"ll collect anything on those.

COUNCILMAN NUTTER: That"s $96
million?

COMMISSIONER KAMMERDEINER:

Generally speaking, if L&l has gone in to do

cleaning, sealing, stucco work, demolition,
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it"s because the owner of that property has
walked away from the property and is not
forthcoming in actually paying. We sometimes
collect on that as a result of liens that are
filed so that if a property actually sells,
we" 1l get something. But by the time it
reaches our agency receivables, most of that's
already been dealt with. By the time Revenue
gets it from L&l, we"re talking about
something that"s two or three years old.
We"ve used collection agencies and received
under 1 percent in terms of payment from a
collection agency that"s been out there
attempting to collect on those debts.
COUNCILMAN NUTTER: And then it
looks like maybe another 11, maybe $12 million
between aviation, hotel, vehicle rental, and a
couple others? So is it fair to say that
we"re looking at, at that point in time,
somewhere in the neighborhood of about
$480 million in outstanding taxes?
COMMISSIONER KAMMERDEINER: A
substantial portion of which we don"t expect

we"ll ever be able to collect, but yes.
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COUNCILMAN NUTTER: 1 think some
questions were asked earlier about our
collection efforts and outside organizations
and the like?

COMMISSIONER KAMMERDEINER: Yes.

COUNCILMAN NUTTER: 1711 look
forward to receiving that information.

I just have one last question. On
real estate taxes -- I"m sorry. 1 think
business privilege taxes, you"re showing in
your document estimated collectable of $40
million as of 6/30/04, but in the budget
detail book it appears that you®re showing
$42 million. 1It"s on Page 14 of the budget
book. And for wage tax, you seem to be
showing $78 million but only $19 million being
collected in FY "06. It just seems to be a
little bit of disparity between the --

COMMISSIONER KAMMERDEINER: 1 see
that. 1 don"t at this moment have an
explanation for you about the differences in
those numbers. 171l see if | can determine
how they were achieved and why they"re

different.
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COUNCILMAN NUTTER: That would be
helpful. Thank you.

Thank you, Madam Chair.

COUNCIL PRESIDENT VERNA: You©re
welcome, Councilman.

Commissioner, can you give us just a
little explanation as to the over $1 million

estimated uncollectible with the Aviation

Fund?

COMMISSIONER KAMMERDEINER: Most of
that --

COUNCIL PRESIDENT VERNA: Why would
that be?

COMMISSIONER KAMMERDEINER: Most of
the Aviation Fund activity is really handled
by them. 1 can"t give you an explanation on
that without checking with Aviation. They do
the primary collection work on that. 1 will
check with them and get a full explanation for
you.

COUNCIL PRESIDENT VERNA: Would you
advise us please?

The Chair recognizes Councilwoman

Blackwell.
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COUNCILWOMAN BLACKWELL: Thank you,
Madam President. 1 have several questions,
but I think 11l ask my last one first at
least.

I1"m concerned about Page 4 where you
talk about incoming calls and services. It"s
very difficult to read that little information
under the chart. It"s three lines. But we"re
concerned about you"re increasing the
percentage of incoming calls and servicing,
because based on the chart it appears that you
have more calls but you talk about the
inability to answer them.

COMMISSIONER KAMMERDEINER: That 1is
correct. Our staff has declined to a point
that we"re unable to answer as many calls as
we had been in previous years. We were
recently authorized to hire some additional
staff. They started coming on board at the
end of December and early January. They have
to go through a substantial training period in
order to learn either the water and sewer side
of the operations or the various taxes, so

they"re not yet on the phones. They"re still
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in a learning period. We expect that in the
next month or so the water call center was
augmented by these new employees. There were
nine hired and are going through training now,
and we have authority to hire nine more as
soon as we get through this group.

On the tax side, we"ve recently
hired 1 think it"s 18 people who are going
through training right now. In terms of
training on the tax side, it"s actually a much
longer learning curve period. They really
won"t be able to be on the phones during this
tax season but should be starting to work on
phone support and walk-in support as well in
the next several months and they"ll graduate,
build up their skills and knowledge, and
hopefully by this time next year will be full
performance in terms of helping us to keep
those numbers down.

When you don"t answer calls when
they first come in, people call again and
again, so our number of calls continues to
increase and we know and understand that the

taxpayer frustration increases with that. And
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believe me, it increases our frustration as
well because we know we have many more calls
out there than we can answer. Unfortunately,
we"re suffering through it this year until we
get fully trained staff on the phones to be
able to resolve those issues. We"re working
hard at having that happen.

COUNCIL PRESIDENT VERNA: Can 1 have
point of clarification, please?

Commissioner, in Fiscal "05 you were
budgeted for 300 full-time positions in the
General Fund. And you are requesting 264
full-time positions for Fiscal "06.

COMMISSIONER KAMMERDEINER: Our
actual filled position in "05 went down to
about between 220 and 240. 1 forget the exact
number that we went down to at our lowest
point before we started to hire.

COUNCIL PRESIDENT VERNA: But you
were budgeted 300 in "05.

COMMISSIONER KAMMERDEINER: We are
budgeted for more positions than we were
authorized to fill through the Budget Bureau,

yes.
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COUNCIL PRESIDENT VERNA: So how
many less employees do you have now?

MR. MCPHERSON: Thirty-three.

COUNCIL PRESIDENT VERNA: 1Is it 33?
But the Commissioner was saying that they
hired 18 or they were hiring 18? Is that what
I understood you to say?

COMMISSIONER KAMMERDEINER: Yes. As
of the last pay period, 2/27/05, we had 268
employees in the General Fund. We were down
to -- 1 think it was about 240 employees in
the General Fund before we hired this most
recent group.

We"ve been very hard hit by DROP.
And in the last Fiscal "03 and Fiscal "04 in
each year we actually had a decline of 24
positions in the General Fund in terms of
year-end numbers each year. So that from
Fiscal "03 and Fiscal "04 alone, we lost 48
people.

COUNCIL PRESIDENT VERNA:
Commissioner, I am looking on --

Councilwoman I*m sorry. This has to

be clarified for me.
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COUNCILWOMAN BLACKWELL: That"s

COUNCIL PRESIDENT VERNA: On Section
10, Page 7, you were actually budgeted in "05
for 300 full-time positions.

COMMISSIONER KAMMERDEINER: 1
understand that, but we did not have that many
bodies.

COUNCIL PRESIDENT VERNA: Why not?
Why wouldn®t you have that many bodies if
you"re budgeted for them?

COMMISSIONER KAMMERDEINER: Because
we weren"t authorized to fill them. We have
to have approval from the Budget Bureau in
order to fill, and we were not authorized to
refill positions when we lost the people. We
went for four years without really hiring much
of anyone. Yet, during that time period --

COUNCIL PRESIDENT VERNA: Then 1
would ask you, what is the additional amount
of revenue that you would collect if you were
restored the 300 in your budget?

COMMISSIONER KAMMERDEINER: 1 can"t

give you a dollar estimate on that, but I know
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we were --

COUNCIL PRESIDENT VERNA: You must
have some indication.

COMMISSIONER KAMMERDEINER: We were
barely able to just keep things moving, thanks
to automation and increases in technology,
we"ve been able to keep the basic operation
moving absent the staff. But now we"re not
providing the taxpayer service because we"re
missing those staff people.

The basic money comes in with the
bills, but we do find that we do have a delay
payment and many cases a lack of payment
because you don"t have staff to provide
taxpayer service

Taxpayer services in 2000 we had 120
people, as of June 30, 2000. And on June 30,
2004 we had 76. And we were down to 72 by the
end of December of "04. That"s where we"ve
hired most of the people recently.

COUNCIL PRESIDENT VERNA: False
economy .

Counci lwoman Blackwell.

COUNCILWOMAN BLACKWELL: Thank you
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very much. 1 agree.

How many employees are retiring
under the DROP Program?

COMMISSIONER KAMMERDEINER: I didn"t
bring the DROP numbers with me, but I think
it"s something like 15 in the next year. |1
can get the exact figures for you year by year
and we"ll divide them between General Fund and
Water Fund because that"s instructive, too, in
terms of which fund they hit.

COUNCILWOMAN BLACKWELL: And what
was the imaging project that was eliminated
that you refer to?

COMMISSIONER KAMMERDEINER: Which
project?

COUNCILWOMAN BLACKWELL: Imaging
project.

COMMISSIONER KAMMERDEINER: 1t
wasn"t a project that was eliminated. We had
been imaging for our checks and our tax
returns, and the technology was becoming
outdated. We work with MOIS on a new RFP and
last year implemented a new imaging system

that"s Web based that provides easier and
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better access to those images by our
employees. And it also has now become the
City standard and so other departments can,
with authorization, access those images. For
example, the Law Department will now be using
the images of checks in their execution on
jJudgments to help identify where taxpayers
that they"re seeking have bank accounts. So
if that taxpayer has paid us in the past, the
Law Department would be able to access the
image of the check on which that payment was
made and determine where they might be able to
go to attach assets to execute on a judgment.
COUNCILWOMAN BLACKWELL: How much

was the loan from the Productivity Bank?

COMMISSIONER KAMMERDEINER: 1 will
have to get the exact amount. It was a small
dollar amount. 1t was, | believe, under

$250,000, but 1711 get the exact number for
you.
COUNCILWOMAN BLACKWELL: How much is
the new Internet system intended to save?
COMMISSIONER KAMMERDEINER: How

much?
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COUNCILWOMAN BLACKWELL: How much is
the new system, this new Internet system you
refer to on Page 1 intended to save? You said
you had a new system.

COMMISSIONER KAMMERDEINER: You“re
referring there to the credit card process.
It"s really not intended to save as much as it
is to provide a convenience for taxpayers and
another avenue of payment. We will ultimately
see some savings in terms of check processing
and our ability to put the account information
on-line, post It to the appropriate accounts
more quickly. But I think most of what was
intended there was the increased convenience.
But I will verify whether we had some savings
also built into that productivity application.

COUNCILWOMAN BLACKWELL: Thank you.

Is the $44,883 in Class 800 funds a
one-time payment?

COMMISSIONER KAMMERDEINER: 1
believe it"s two or three payments -- I™m
sorry, 1"m being corrected. It"s four
payments all together. So that would be a

little over $200,000 for the total amount that
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we"re repaying.

COUNCILWOMAN BLACKWELL: Okay. With
regard to our collection agency contracts, how
much money is owed the City and how much do we
plan to recoup through this collection agency?

COMMISSIONER KAMMERDEINER: We"ve
jJust been talking in terms of the receivable
reports about the overall amounts that are
owed to the City. Not all of that will go to
collection agencies, but because some of
that"s been staged to the Law Department for
enforcement, we tend to stage to the
collection agencies the amounts that more
recently become due within a short period of
time they become delinquent. And so that"s
really a current and ongoing amount. And the
amounts that we refer will really depend upon
how much becomes delinquent during the life of
those contracts.

COUNCILWOMAN BLACKWELL: Finally, we
noticed a decrease of 1.5 million in Class 200
funds. What contracts from the last fiscal
year have been eliminated from this fiscal

year?
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COMMISSIONER KAMMERDEINER: You must
be looking at the Water Fund when you"re
asking that question.

COUNCILWOMAN BLACKWELL: Page 2.

COMMISSIONER KAMMERDEINER: Most of
the contracts in the Water Fund right now in
addition to the collection agency contracts
relate to the new customer billing system. |1
think if you look at Page 10-53, you will see
there a comparison of the Class 250 and Class
251 obligations, the estimated obligations
from "05 and obligations that we"re asking for
funding for Fiscal "06. And the primary
differences are in terms of less money for
Oracle because we"ll be at the later stages of
payment on the contract for the Oracle
Development Services, a reduction in the
amount of money for the quality control
consultant, and a reduction in the amount of
money for the project management contractor.
So it"s an combination of support service
contracts for the development of the billing
system because we expect that billing system

to be completed before the fiscal year is
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over, but part way through the Fiscal "06 so
we won"t have full-year costs on those
contracts.

COUNCILWOMAN BLACKWELL: Madam
President. Thank you.

COUNCIL PRESIDENT VERNA: You“re
welcome.

Are there any other questions of the
Commissioner?

(No response.)

COUNCIL PRESIDENT VERNA: Seeing
none, 1 thank you.

COMMISSIONER KAMMERDEINER: Thank
you very much.

COUNCIL PRESIDENT VERNA: Our next
witness is the City Treasurer.

Good afternoon. Welcome. We do
have a copy of your testimony. We will give
it to the stenographer. She will transcribe
it in full. And I would ask you to simply
abbreviate your remarks.

(Full testimony attached to

transcript.)

MR. NACCHIO: Sure. Good day, Madam
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President and Members of City Council. 1 am
John Nacchio, City Treasurer, and | appreciate
the opportunity to testify before you about
the FY 2006 Operating Budget.

In this budget, there are some
reductions in staffing. As the testimony
reads, the other classes remain the same.

My enthusiasm for the department is
to bring a more proactive approach to the
department and make it more contemporary in
the coming Fiscal Year.

COUNCIL PRESIDENT VERNA: That"s
your testimony?

MR. NACCHIO: Yes.

COUNCIL PRESIDENT VERNA: Great.

The Chair recognizes Councilwoman
Brown.

COUNCILWOMAN BROWN: Thank you,
Madam President.

Good afternoon.

MR. NACCHIO: Good afternoon.

COUNCILWOMAN BROWN: Could you
please forward to the Chair a copy of your

resume. As you're well aware, there have been
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a number of concerns, serious issues related
to the office. | don"t know you and want to
get to know you, and one way of doing that is
knowing where you"ve come from.

Tell us a little bit about your
background and how you®"ve been in the
department.

MR. NACCHIO: 1I"ve been a lifetime
resident of the City of Philadelphia, educated
in public school, South Philadelphia High
School. [1"ve gone to Drexel University both
for undergrad and for my MBA.

COUNCIL PRESIDENT VERNA: And more
importantly, you still live in South
Philadelphia.

MR. NACCHIO: I live in South
Philadelphia, one of the more active parts of
South Philadelphia. And 1 came with the City
in 1973 and I"ve been in a variety parts of
the Finance Department, be Operating Budget,
the Capital Budget, and also City Treasurer®s
Office.

For the last four years, I"ve been

involved in the investments in the Treasurer®s
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Office handling the cash, management side of
that. And in April, | was appointed acting
City Treasurer. And this month, the Mayor
appointed me to be treasurer.

COUNCILWOMAN BROWN: Wwell,
congratulations to you.

MR. NACCHIO: Thank you.

COUNCILWOMAN BROWN: Thank you very
much.

Thank you, Madam President.

COUNCIL PRESIDENT VERNA: You“re
welcome.

Are there any other questions of Mr.
Nacchio?

(No response.)

COUNCIL PRESIDENT VERNA: Thank you
very much. The Committee will stand in recess
until tomorrow, March the 9th at 10:00 a.m.
Thank you all so very much.

(Council recessed at 3:45 p.m.)
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CERTIFICATION

I HEREBY CERTIFY that the foregoing
proceedings of the Council of the City of
Philadelphia of Tuesday, March 8, 2005, were
reported fully and accurately by me, and that

this is a correct transcript of the same.

RE: COMMITTEE OF THE WHOLE

FY "06 OPERATING BUDGET

Lisa C. Bradley, RPR



