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PRESENT :
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COUNCILMAN ALLAN DOMB
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COUNCILWOMAN BLONDELL REYNOLDS BROWN
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BILL 161015 - An ordinance amending Title 18
of The Philadelphia Code, entitled "Commerce,"
to require the Department of Finance or such
other official as the Mayor may designate to
report to Council certain aggregate
information regarding tax benefits...

RESOLUTION 170057 - Resolution authorizing the
Committee on Commerce and Economic Development
to conduct hearings concerning the Board of
Health"s regulations relating to the Tobacco
Retailing License...
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COUNCILMAN JONES: Hello,
everyone. With only eight-minute delay,
I think this might be one of the quickest
times we"ve established a quorum and
actually come to order.

Good afternoon. This is a
hearing calling to order a public hearing
for the Committee of Commerce and
Economic Development. The purpose of
this public hearing Is to hear testimony
on Bill No. 161015 and Resolution 170057.

I recognize the presence of a
quorum In the respect of Councilman Domb,
Councilman Taubenberger, Councilman
Johnson, and Councilwoman Parker and
myself.

Would the Clerk please read the
titles of the resolution and bill.

THE CLERK: Bill No. 161015, an
ordinance amending Title 18 of The
Philadelphia Code, entitled "Commerce,"
to require the Department of Finance or
such other official as the Mayor may

designate to report to Council certain
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3/7/17 - COMMERCE - BILL 161015 & RES. 170057

aggregate information regarding tax
benefits such as tax exemptions,
abatements and credits and to report on
assessments of the economic impact of
such tax programs, all under certain
terms and conditions; and

Resolution No. 170057, a
resolution authorizing the Committee on
Commerce and Economic Development to
conduct hearings concerning the Board of
Health"s regulations relating to the
Tobacco Retailing License and the impact
that these regulations could have on
local businesses.

COUNCILMAN JONES: So if it
pleases the Committee, what 1*d like to
do is move to deal with Bill No. 161015
first and then have a public hearing on
Resolution No. 170057. 1Is that okay?
Signify by head nod. | guess we have a
majority.

The Chair recognizes
Councilwoman Blondell Reynolds Brown.

Ms. Williams, will you please
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read the first group to testify on Bill
No. 161015 -- wait a minute. 1 recognize
the author of the bill to give remarks.
COUNCILMAN DOMB: I first want
to thank the Administration and
specifically the Commerce Department -- |
see you guys right there -- for working
with my office on this important piece of
legislation. 1 also want to thank my
staff, specifically David and Rachael. 1
know they worked very hard on this bill.
It"s a very good piece of legislation.
But this legislation will help
assure our taxpayers and residents that
the City can effectively and efficiently
evaluate and analyze the many tax
incentives and exemptions that we offer
so that we are obtaining the maximum
value for the 215 million we forego every
year as a result of these programs.
Basically i1it"s a way to measure
our return on our iInvestment, like any
business would do. This Is the same type

of legislation for government.
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I also want to mention the Pew
Charitable Trusts. It"s because of their
study on cities”™ tax exemptions and
incentives that this legislation was
borne. 1 look forward to working with
the Administration and my colleagues on
City Council to ensure that we as a city
are taking every step towards making
Philadelphia the most effective and
efficient city we can be.

Thank you, Mr. Chairman.

COUNCILMAN JONES: Thank you,
Councilman.

Does any other member on the
Committee wish to speak to Bill No.
1610157

(No response.)

COUNCILMAN JONES: Seeing none,
Ms. Williams, will you please read the
names of those on the first panel to
testify.

THE CLERK: The first witness
will be Sylvie Gallier Howard.

(Witness approached witness
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table.)

COUNCILMAN JONES: Good
afternoon. Welcome. Pull your
microphone closer to you. State your
name for the record and please begin your
testimony.

MS. HOWARD: Good afternoon.
My name is Sylvie Gallier Howard and 1"m
Chief of Staff to the Director of --
Department of Commerce and the Director
of Commerce.

Good afternoon, Chairman Jones
and the Committee on Commerce and
Economic Development. My name i1s Sylvie
Gallier Howard and 1"m Chief of Staff at
the Department of Commerce. 1°m here
today to provide testimony in support of
Bill No. 161015, as proposed to be
amended, sponsored by Councilman Domb.

I would like to start by
thanking Councilman Domb and his staff,
particularly Rachael Pritzker -- thank
you, Rachael -- and David as well 1°d

like to acknowledge, David Tusio, for
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their diligent work on this bill. We
very much appreciate and share Councilman
Domb*s commitment to a thorough
reanalysis of our iIncentive programs,
transparency and accountability around
results, and assurance that Philadelphia
i1s applying all of the best practices
that we can to ensure that Philadelphia
IS on the cutting edge. We look forward
to our continued partnership with Council
in driving Philadelphia®s
competitiveness.

This bill would require that
the Department of Commerce commission an
economic study of Philadelphia®s existing
incentive programs, analysis of
incentives offered i1In other cities, a
ranking of the effectiveness of such
programs, information about existing and
projected trends, and recommendations for
how Philadelphia can maximize its
resources for recruitment and retention
of companies. Following this

comprehensive report, every three years
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the Department of Commerce would
commission a report on changes iIn
incentives and changes in the business
and regulatory climate, with the purpose
of evaluating what has been done, what
can still be done, and the best way to
move forward in order to maintain and
enhance the competitiveness of
Philadelphia.

The timing of the study is
apropos. In the last year, the
Department of Commerce, aligned with the
Mayor®s goal of greater accountability,
transparency, and efficiency, has
amplified 1ts emphasis on collecting and
analyzing performance metrics. A
competitive analysis of this scope,
researching the best practices and
lessons learned of other cities,
including those abroad, will likely
provide us with some actionable options
for how we can push the City to a new
level of competitiveness. Furthermore,

this study will also dovetail nicely with
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the new subsidy reporting requirement
that was sponsored by Councilwoman Gym
and i1s kicking off in 2017, as well as
the recently updated Governmental
Accounting Standards Board, GASB,
requirements with which the City will be
complying.

We are eager for the learning
that will be afforded by this bill and
look forward to sharing those with you,
as well as exploring new opportunities
for our city.

Thank you for the opportunity
to appear before you today, and 1"m happy
to answer any questions that you may
have.

COUNCILMAN JONES: Thank you so
much. A couple of brief questions. So
how many -- so I know about veterans tax
credits. 1 know about intern tax
credits, because 1 was the author of
that. 1 will remember that. 1 know
about ex-offenders, and Wilson Goode was

a key proponent of that.
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How many of those
classification of tax credits do we
currently have? Rough guess.

MS. HOWARD: So Marisa Waxman
IS here today in the back. 1 think --

COUNCILMAN JONES: So the
answer 1s 21. 1"m going to help you out.
Councilman Domb s prepared. He knows
the facts.

And to what degree i1n value
does i1t give and take away from our
coffers since iIt"s a tax credit, which
means we don"t collect?

MS. HOWARD: 1"m going to ask
Marisa to come up, because 1 don"t know
the answer.

COUNCILMAN JONES: 1 can just
ask Councilman Domb, but 1 want to get an
official response from the City.

No. Keep coming.

(Witness approached witness
table.)

DEPUTY COMMISSIONER WAXMAN:

Hi. Marisa Waxman, First Deputy Revenue
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Commissioner.

COUNCILMAN JONES: Welcome.

DEPUTY COMMISSIONER WAXMAN:
Thank you so much for having me here.

So 1 don"t have off the top of
my head the sum total of all tax
incentives offered. There"s sort of two
categories we think of. One are the
individual business by business ones,
like the ones you mentioned and the Job
Creation Tax Credit. And then there are
other ones, tax increment financing and
the Keystone Opportunity Zones, which 1is
an entirely different bundle. Those two
are sort of the ones that are the biggest
dollars.

The other individual programs,
I can tell you the one that has the
largest annual i1mpact i1s the Community
Development Corporation Tax Credit. That
one 1s around 4.2 million each year. The
Job Creation Tax Credit, there®s a cap on
that at 2 percent of however much we

bring in In the business iIncome and
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receipts tax. That winds up about being
around $4 and a half million a year.

So each of them have a certain
amount. A number of them also have caps
that say $1 million a piece, and my
office 1s happy to provide you with the
full accounting.

COUNCILMAN JONES: So one that
comes to mind, I know Pep Boys provides a
tax credit to Ridge, Allegheny and
Hunting Park, RAH, up in the 38th Ward in
my district, and I know they put that to
good use.

I guess what will be helpful to
this Committee and the author of the bill
and that"s why we want to commission the
study i1s, what does that mean. So how
much money goes out, how much money that
we lose from the coffers, and then what
Is the good that comes from i1t and how
much does good cost. Because up here
we"re just not satisfied with doing good.
We want to know how much good costs.

And so those kinds of
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quantifications allow us to make better
decisions about future tax credits,
considering the fact that we have 21.

The Chair --

MS. HOWARD: Councilman, we
actually agree with you.

COUNCILMAN JONES: Councilwoman
Parker.

COUNCILWOMAN PARKER: Thank
you, Mr. Chairman.

And I want to follow up on the
Chairman®s questions. So he just focused
on volume 1n terms of number. He also
talked about sort of return on
investment. And so I want to go back to
the issue -- for example, last week |
remember you mentioning the returning
veterans of the Armed Forces tax credit.
That came up In a conversation, and it
was mentioned that 1t was, In essence, SO
infrequently used that Commerce was sort
of transitioning to do a grant program.

With that being said, i1t we

were talking about the 21 that Councilman
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Domb just noted, which programs would you
say are sort of the least frequently
used? If you had to sort of rank them

or —— 1 don"t know all 21, but i1f we were
talking about sort of the top five and
then 1T you were telling me the top five
that are the most used, what would they
be?

MS. HOWARD: So 1 would
definitely say that the PREP tax credit,
the one that"s for reentering citizens,
IS the one that"s the least used, which
i1Is why we"re looking to do i1t through a
grant program. [1"11 defer to Marisa on
the use of the --

COUNCILWOMAN PARKER: I™m
sorry. Just for the record, can you
repeat your answer. Councilwoman
Reynolds Brown is going to make some
notes.

MS. HOWARD: Sure. So the PREP
tax credit, which 1s the one that"s for
reentering citizens to become employed,

that one has very little utilization, and
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so we"re launching a grant program called
the Fair Chance Employment Program. It"s
a pilot. We have $500,000 allocated
towards 1t, and that i1s to basically
provide a grant of $5,000 per job for a
returning citizen with employers, and
we" 1l be promoting that. That should be
launching probably in May or so.

In terms -- Marisa, 1If you can
answer the other one.

DEPUTY COMMISSIONER WAXMAN:
The program with the highest utilization
i1s that Community Development Block Grant
program. That"s one where every single
slot 1s Tilled, In part because for the
businesses that participate, there's a
very low bar of what they have to do.
They were either going to write a check
to the City or a check to a community
development corporation in their
community. It"s very easy for them to
decide that that"s what they want to do.
So that has 100 percent utilization.

COUNCILWOMAN PARKER: So a

Page 15

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




Committee On Commerce and Economic Development
March 7, 2017

© 00 N O O A~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

3/7/17 - COMMERCE - BILL 161015 & RES. 170057

follow-up on that, in terms of how we
communicate to businesses, the message
regarding what is available, do we use
the same educational tool iIn terms of
outreach? So the distribution of
information relative to all 21, do we use
the same standard formal rubric to
distribute the information?

MS. HOWARD: So i1t depends a
little on the target. So when we"re
doing attraction of businesses, we really
market the ones that provide an
incentive, like the Job Creation Tax
Credit, for example, or PREP or the
Keystone Opportunity Zone program.

When the Community Development
Corporation Tax Credit, because that
benefit really goes primarily to the
CDCs, the CDCs are really the ones that
are going and building those partnerships
for the most part with the business
community. And we"re currently a little
bit -- we"re not able to market 1t that

effectively since 1t"s maxed out at this
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point in time.

DEPUTY COMMISSIONER WAXMAN:

For the Department of Revenue, our
audience tends to not be directly the
businesses but tax professionals, the
accountants, the tax attorneys looking to
save their clients money. So we actually
do make sure that they have the
information on the full breadth of what"s
available out there.

Our technical staff goes out
and does outreach, and we talk to more
than 1,000 tax professionals each tax
season, where we"re making sure they"re
up to date on everything, and that always
includes a section on all of these
incentive programs. So we make sure the
tax pros know about every single
opportunity they have to save some money
on those returns.

COUNCILWOMAN PARKER:

Mr. Chair, my final question will be sort
of one of, prior to Councillwoman Gym®"s

legislation being introduced, Councilman
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Domb moving forward with this piece of
legislation, has the Commerce Department
sort of formally or informally surveyed
businesses to see 1T they would prefer
fewer, more uniform, sort of presumably
like lower business taxes versus all of
these different categories? Sort of have
we collected any data from the business
community iIn the past?

MS. HOWARD: 1 don"t know about
formal surveys, but anecdotally the
business community definitely would like
the BIRT and the wage tax to be reduced,
and that 1s certainly the preference,
that those taxes be reduced. Tax credits
are sort of a way to provide an iIncentive
Iin that environment, and we are
continuing to reduce those taxes, but
that i1s certainly the preference 1 would
say In the business community. |1 don"t
think we have any questions about that.

COUNCILWOMAN PARKER: Thank
you, Mr. Chairman.

COUNCILMAN JONES: Great
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questions, Councilwoman. And I™m
assuming that"s why our colleague here
introduced this resolution, to try to get
answers to codify these questions. Not
that they"re -- they"re now gaining
momentum or don"t have enough momentum.
We"re going to see how -- and I liked
your question -- how we can market them
better and codify them better.

Also we have Councilman Henon
and Councilwoman Blackwell who have
joined us.

The Chair recognizes
Councilwoman Reynolds Brown.

COUNCILWOMAN BROWN: Thank you,
Mr. Chairman.

Good afternoon, ladies. | do
want to follow up on Councilwoman
Parker®s questions, which 1 think are
exceedingly important in how we can
maximize the utility of these benefits.
And so the word 1 heard in her question
was "‘protocol.'"™ Are there any standard

protocols that you use to conduct the
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outreach, make the various business
constituencies aware of these
opportunities?

MS. HOWARD: Sure. So the
Commerce Department has a Business
Development Unit that 1s completely
focused on recruitment and retention of
companies. And so iIn terms of
recruitment, we have a database of leads
and we have different people -- members
of that team that follow up at various
times, and they are always -- we have
flyers. We have our website. They are
always following up with those businesses
and going out and promoting those
incentives, as well as just pitching the
City in general to those businesses.

COUNCILWOMAN BROWN: Okay.

MS. HOWARD: And in terms of
retention, we tend to keep track of
leases for major --

COUNCILWOMAN BROWN: You tend
to keep track of?

MS. HOWARD: Of leases from
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major companies, and when we know that
leases are kind of coming up well before,
I mean, we maintain relationships, but we
continue to talk to those businesses and
make sure that they"re happy in the City,
see 1T there"s any issues and do our best
to retain those businesses.

COUNCILWOMAN BROWN: So 1s
there a one-stop shop -- is there one
website one can go to in either of your
departments and see all of these
incentives listed and what they offer?

MS. HOWARD: Yes. So iIt"s
phila.gov/business i1s where you would go
and you can find all the information
about i1ncentives.

COUNCILWOMAN BROWN: So what
I*m hearing you say --

MS. HOWARD: And other things
as well.

COUNCILWOMAN BROWN: -- 1s that
you have to go through three or four
links before you can get to the one that

says iIncentives; is that fair to say?
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MS. HOWARD: That would be
fair.

COUNCILWOMAN BROWN: Okay. So
to what extent do the two departments
talk to each other about the utilization
of these incentives?

MS. HOWARD: One thing
before -- sorry, just before I -- we also
have a very, very nice brochure, booklet,
which 1°d be happy to share with all of
you, that markets Philadelphia.

We talk very frequently. We
talk, 1 mean, practically on a weekly
basis. So we talk very frequently about
the effectiveness of these programs,
what"s working, what®"s not working. An
example, the Job Creation Tax Credit.

COUNCILWOMAN BROWN: You said
the Job Creation?

MS. HOWARD: Job Creation Tax
Credit. So when companies are applying
for that tax credit, we now have a system
in place where they can check a box

saying that the Revenue Department can
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notify the Commerce Department so that we
know who i1s applying for those, because
it could be a company that we reached out
to and said, Hey, there"s this program
available, and we would not otherwise
know that they were applying for it.

COUNCILWOMAN BROWN: Again to
Councilwoman Parker®s question, so has a
report been produced at any time that
speaks to all of these Incentives and
what the yield has been over X period of
time? | mean, 1t becomes a picture grid
that 1s 1n your face and real clear about
what"s being used and what"s not being
used.

MS. HOWARD: 1 don"t think that
there®s been a comprehensive report to
look at that, which is why we are very
happy to partner with you to do this. |
think there are reports by particular tax
credit programs but, again, there are
programs that are not tax credits that
are incentives that we provide, and this

Is the opportunity to sort of do a
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comprehensive view of all those economic
development incentives and tax credits.

COUNCILWOMAN BROWN: Because
that then informs both the Administration
and us where we need to look differently
and what we need to tweak and possibly
eliminate 1T we see that there®s been no
use at all.

So what became the trigger for
the creation of the Fair Chance
Employment Grant? Is that what 1t"s
going to be called? What was the trigger
there?

MS. HOWARD: So at the
beginning of the Kenney Administration,
the Commerce Department created a Tax
Policy Working Group or committee, and
that committee meets just about every
quarter, 1 would say, to talk about ways
that we can improve our tax policy to
make the City more competitive, and that
IS where that idea came from. Because
everybody acknowledged that that program

iIs really having -- is really
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underutilized.

COUNCILWOMAN BROWN: And,
lastly, are there any other cities that
have done this type of -- employed this
type of strategy and yielded some level
of success?

MS. HOWARD: I believe, yes. |
did some research, and also a lot of
states have done i1t, but 1 did see that
St. Louis and Cincinnati have done 1t. |
know that Pew will be able to inform that
even more than I can at this point.

I don"t know how much cities --
I think a lot of cities or some cities
have done an analysis of their own
programs, but not necessarily looked
outside to see what other cities are
doing. And 1t°"s really important to
understand that when Philadelphia does
this, we"re not doing it In a vacuum.
We"re doing it because our competitors
are doing 1t. So New Jersey is offering
a lot. 1 mean, 1f you were to ask me who

our competitors are, 1 can tell you it
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could be any city, but there have been a
lot in Florida, Texas, Atlanta. | mean,
when companies are looking, we often hear
about all these different cities, and
they offer all sorts of things.

And so while we know that tax
credits and these type of things cost the
City money, the wage tax that comes in
and the revenue that comes in when the
businesses do move to the City can often
outweigh the incentives, and we only do
it when we believe that the incentives
will be outweighed by those benefits.

COUNCILWOMAN BROWN: Okay. So
I know you cannot make the decision for
the second floor, but 1 do need to hear
you say or at least speak to again
whether or not you believe i1t would be
valuable to have a comprehensive report
that looks at the 21 tax incentive
programs.

MS. HOWARD: Councilwoman, 1
think that i1t would be very valuable to

look at our incentive programs. This
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report Is going to focus on the ones
related to economic development. | am
not sure 1T those 21 are all related to
economic development. My guess i1s that
most of them probably are.

COUNCILWOMAN BROWN: Define
"most." That"s relative. Are we talking
about --

DEPUTY COMMISSIONER WAXMAN:
There®s a couple. There"s one for green
roof tax credits, and that is less around
job creation and things like that. So I
think that might not be what you®re
talking about when you talk about
economic development. 1 would say that"s
less than 20 percent of our credits,
though.

COUNCILWOMAN BROWN: Okay. All
right, then. Very helpful.

Thank you, Mr. Chairman.

COUNCILMAN JONES: Thank you,
Counci lwoman.

Are there any others to --

Councilman Green.
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COUNCILMAN GREEN: Thank you,
Chairman Jones.

For the record, 1 want to thank
Ms. Howard and Ms. Waxman for your
support on our impromptu CDC Tax Credit
Working Group, working along with
Philadelphia Association of CDCs and
former Councilman Goode, and how we can
make that tax credit more usable. 1 know
one of the challenges 1"ve heard over the
years from various community development
corporations is that they are looking for
tax credit partners and they can"t get
that i1nformation necessarily from the
Revenue Department because that is
proprietary information and that"s
private information.

So I want to thank you on
behalft of the Revenue Department and you,
Ms. Howard, on behalf of Commerce coming
together how we can do a better job of
getting information out to community
development corporations as well as for

those businesses that have the tax
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liability that may be interested iIn
participating In the CDC tax credit.

One of the questions | know
that"s been debated, and maybe not as
much this afternoon but generally since
we"re talking about tax incentives, 1S
the perspective regarding tax credits
versus grants, and 1 know that"s a public
policy iIssue that"s going back and forth.
I know from conversations with former
Councilman Goode i1t was the desire of
having things in legislation by way of a
credit, because that"s a fixed amount,
but 1 also know that takes a lot of time
and resources used by the City to
implement that credit as opposed to
giving a grant that could be in the
budget but then in the next year®s budget
could go away depending on the financial
challenges that the City may have.

So from that perspective and
since we"re talking about tax iIncentives,
I want to get some perspective that you

may have on credits versus grants.
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DEPUTY COMMISSIONER WAXMAN:
Sure. So, I mean, Councilman, I think
you accurately described the tension
there and some of the challenges that
have arisen, and I think that"s why the
Tax Policy Working Group really is
starting with that focus on that PREP tax
credit, because i1t"s one that clearly
Isn"t working as a tax credit. And so
some of those barriers could be resolved
through a grant program, because that"s
one where utilization is really low, but
there 1s constantly that tension. But
one of the ways that this report will
actually help 1s trying to figure out
when can a tax credit solve the problem.
IT that"s not the right vehicle to solve
the problem, if nobody is ever trying to
get that tax credit because 1t"s not
meaningful to them, that"s when you know
you need to look for other solutions. So
that"s the sort of information that"s
helpful, 1s 1f 1t"s not going to be an

effective tool, sticking with the tax
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credit 1s not a great idea if there are
other options.

And conversely, though, 1 fully
understand that by having i1t enshrined in
the tax code, i1t"s sort of guaranteed to
be there year iIn/year out, but i1if nobody
wants 1t, then that"s not so great.

MS. HOWARD: And I would just
add, so with the CDC tax credit, you
know, part of the challenge there is that
the Revenue Department is administering
the program and 1t"s by lottery, but the
Commerce Department is in frequent
contact with the CDC community. We know
what CDCs -- the performance in general
of those CDCs, the need of those CDCs,
and the CDC tax credit i1s one of the few
sources of revenue that is unrestricted,
and that"s extremely valuable obviously
to that community. And so | think we
feel that we would appreciate having a
role in administering a competitive
process in order to ensure that the CDCs

that are receiving that are the ones that
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are the most deserving and it"s more of a
merit-based process rather than a luck
process.

COUNCILMAN GREEN: Thank you
for your answers. Also I look forward to
working with you, both of your
departments, as well as the Council
President, as we look at his Special
Committee on Regulatory Review and Reform
on a number of regulatory matters that we
have, especially on the revenue side,
that we may need to look at as well as
the other aspects of the code. So 1 look
forward to working with you on those
initiatives as well as our CDC Tax Credit
Working Group. So thank you.

MS. HOWARD: Likewise.

COUNCILMAN GREEN: Thank you,
Chairman Jones.

COUNCILMAN JONES: Thank you,
Councilman.

Before 1 go to Councilman Domb
and then Councilwoman Reynolds Brown,

quick question. So a lot of these tax
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credit incentives apply to people. They
also apply to location base, businesses,
correct? And is that a part of this
study?

MS. HOWARD: Yes, that is
correct. So that 1s in terms of the
Keystone Opportunity Zone program, which
iIs really a state program but we are
providing tax credits on our own taxes at
the City level, as well as tax iIncrement
financing, which occurs -- it"s
geographically.

COUNCILMAN JONES: So my second
part of that question and the reason 1
ask 1s that what we have not done well as
the City is 1T we"re recruiting a company
from abroad -- I mean, New Jersey 1is
kicking our back out. I mean, they took
the Sixers practice squad. | mean, It"s
jJjust disrespectful. But what 1 would
challenge us to do -- and maybe this is
an opportunity to do it -- when a
prospective business person comes in and

let"s say there"s an address 123 Profit
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Street, we should be able to codify all
of the things that they"re eligible for
at that address and dealing with people
to give them a number value that would be
offset what Jersey is offering. So
almost a counteroffer. So by going to
123 Profit Street, here"s what that means
to you annually over the next three
years, whether it"s a $7,000 hiring of an
ex-offender that iIs worth that much or
being in an Empowerment Zone, and be able
to calculate based on an address i1f you
hire this many people from this pool or
protected class, whatever you want to
call 1t, here"s the value. Because a lot
of people, when they do the numbers,
realize that Jersey i1sn"t such a great
deal, but you have to present apples to
apples comparisons to induce people to
come here.

So I"m hoping, Councilman and
Commerce and Revenue, that that will be
one of the things that we figure a way

out to do. Because somebody says from
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San Diego, | want to come here, but I
want to come to 123 Profit Street. We
need to be able to shoot them an e-mail
that says here®"s what 1t"s worth to you.
And I know because there®s a little here
and there and everywhere. There should
be a central place In Commerce probably
that 1T 1 send that over there, we send a
letter generated out to whoever and be
able to say, This 1s, not guaranteed, but
approximately what we believe the value
i1s for you locating here.

MS. HOWARD: So we do something
a little bit like that. 1It"s pretty
complex actually because, for example,
when we have a company, let"s say they“re
looking at the Navy Yard, at the portion
of the Navy Yard that"s a KOZ. So we can
tell them which taxes they would have
abated at the City level, and then what
we have been doing recently in the last
year or so 1Is we have to ask them how
many employees would you be bringing to

the City, what i1s theilr average wage, and

Page 35

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




Committee On Commerce and Economic Development
March 7, 2017

© 00 N O O A~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

3/7/17 - COMMERCE - BILL 161015 & RES. 170057

we do the calculates. But we can"t just
tell them without knowing all that
information and running the numbers. We
need to have that information.

COUNCILMAN JONES: So I™m very
familiar with what we do for preferred
locations. [1"m talking about on
Wadsworth Avenue and other places on
Passyunk to be able to say i1f you come
here, not just what we"re marketing down
at the naval base, but 1f you come to
this neighborhood location, here"s what
you"re eligible for. And that should not
be -- we should be able to with modern
technology that there is a formula put iIn
play. It won"t be exact, may not get all
the 1nformation, but it i1s an
approximation of what the value of that
location 1s iIn the Sixth District. All
right?

MS. HOWARD: Yes. That would
be great.

COUNCILMAN JONES: So don"t say

yes. |I"m going to ask again during
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budget.

MS. HOWARD: But what 1 would
tell you is that the number of tax
incentives out there is actually very
limited and there®"s a lot of places in
the City where that number would be zero
unfortunately, unless we say to them, IFf
you use this tax credit program, then the
value would be this. So i1t"s sort of if
you hire this many returning citizens,
then you®"re getting this, you know, type
of tax credit, but just sort of you save
this much money for moving to this
address, we can"t figure that out. There
isn"t really an incentive just for moving
to an address necessarily unless it"s a
KOZ really.

COUNCILMAN JONES: All right.

Councilman Domb.

MS. HOWARD: Or a KI1Z.

COUNCILMAN DOMB: Thank you,
Mr. Chairman.

I jJust want to read a few

facts. First of all, thank you both for
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being here today and participating.
Thank you very much.

There®s 14 tax incentives right
now, with seven industry exemptions, and
I believe there®s 20 states in the United
States that have this type of legislation
and two major cities, which are New York
and Washington, DC, that currently do
this.

And as far as on the
information, this is just a thought.
There®s about 2,500 or so residential
real estate brokers in the City and
probably 800 to 1,000 commercial brokers
in the City who market the City every
day, and 1"m sure we can get e-mails to
them at a minimum that tell them some of
these benefits and tell them to contact
you when they"re selling the City to
address the Chairman®s concerns that
people don*"t know about these things. So
111 be happy to help you with that
communication If that"s of interest.

MS. HOWARD: Sure. That would
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be great. And I can tell you that we"ve
had a lot of iInterest in the Gateway
Philly program already from that
community. That would be great.

COUNCILMAN DOMB: All right.
Thank you.

Thank you very much.

COUNCILMAN JONES: Thank you,
Councilman.

Are there any other questions
for this panel to testify?

Councilwoman Parker.

COUNCILWOMAN PARKER: Just a
comment, Mr. Chairman.

I just wanted to say to you,
Sylvie, and a special thank you to
Commissioner Epps and the Commerce team.
From Councilwoman Gym"s legislation,
Councilman Domb*s current legislative
initiative on the table, this Commerce
Department has been extremely open and
interested 1In finding a way to include
new 1deas, Innovative ways that we can

use existing resources, maximize
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efficient use of what we already have,
and that 1s not always welcome. And
particularly for me because 1t"s In my
heart of hearts, I"m always concerned
about the big guys, because that"s
important. We need to grow the overall
economic pie, but thank you for not
forgetting that our neighborhood
commercial corridors matter and that we
also need to effectively use these tax
credits to lure businesses to
neighborhoods that have now very
popularly, Mr. Chairman, been referred to
as middle neighborhoods, right, right on
the line between growth and decline, and
use of these tax credits could be what
Iincentivizes some to take a risk on
Rising Sun Avenue or Old York Road.

So thank you for that, and keep
your eyes open. We"ll have some more
1deas coming.

MS. HOWARD: Thank you, and
111 pass that on to Director Epps.

COUNCILMAN JONES: So are there
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any other questions for this panel?

(No response.)

COUNCILMAN JONES: Seeing none,
thank you for your testimony.

(Thank you.)

COUNCILMAN JONES:

Ms. Williams, will you please read the
next group to testify.

THE CLERK: The next witnesses
will be Yvette Nunez, Josh Goodman, and
Thomas Ginsberg.

COUNCILMAN JONES: Thank you so
much .

(Witnesses approached witness
table.)

COUNCILMAN JONES: As the
witnesses approach the table, once we get
through all of the testimony on this
bill, we will take a brief recess, which
doesn®"t means go anywhere. It means we
will go into our public meeting to move
this bill hopefully out of Committee. So
stay tuned. We"re going to move through

1t.
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Thank you. Welcome. Good
afternoon.

MS. NUNEZ: Good afternoon and
thank you, Committee Chair Jones and
members of the Committee on Commerce and
Economic Development. My name iIs Yvette
Nunez. 1°m the Vice President of Civic
Affairs for the Chamber of Commerce for
Greater Philadelphia, and I thank you for
the opportunity to testify on Bill
161015.

The Chamber®s mission is to
attract and retain and grow jobs for the
City and region. We follow principles of
economic competitiveness to guide our
public policy. We believe that
government at all levels must operate iIn
an efficient way to maximize the services
that i1t provides, and the Chamber of
Commerce for Greater Philadelphia will
work with organizations to advance an
agenda leading to economic growth and
prosperity.

It 1s core to the region®s
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future that the Chamber continues to be a
strong advocate for comprehensive tax
reform at the City level as 1t improves
competitiveness and encourages economic
development and job creation in
Philadelphia. The Chamber seeks to
advance this issue at the local level by
supporting a long-term, sustainable
approach to reducing the cost of
government, examining utilization rates
of tax incentives to effectuate economic
growth.

The Chamber applauds Councilman
Domb for the introduction of Bill No.
161015 and for the efforts encouraging a
third party to work with the Commerce
Department to examine which tax benefits,
tax exemptions, abatements, and credits
are being utilized, while also noting
areas for improvement and for a
determination of the economic impact of
various tax iIncentives the City has iIn
place.

The Chamber urges City Council
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to ensure that tax credits offered by the
City promote economic growth and cause
for careful examination of existing
resources and tax incentive programs.

Historically Philadelphia is
notable for some of the highest business
tax rates amongst larger cities iIn the
nation, and the existing tax structure
has caused the City to struggle
economically in previous years. In
efforts to create jobs and keep
businesses 1In the City, numerous tax
Incentives and exemptions were enacted.
However, i1t is unclear without further
examination 1If the many incentives
offered do in fact stimulate business
growth or generate tax revenue.

The Chamber urges thoughtful
and deliberate analysis when considering
regulations impacting taxes at the local
level. We are happy to serve as partners
in guiding legislation so as to best
effectuate a policy"s intent, and we

thank you for the opportunity to testify
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on this matter. 1 will answer any
questions to the best of my ability,
understanding that 1°ve been with the
Chamber for three months. If there"s
anything that 1 cannot answer, 1"m happy
to submit 1t to the Committee afterwards.

COUNCILMAN JONES: Thank you so
much for your testimony. We"re going to
wait for the entire panel to testify.

And we"re thankful that the Chamber of
Commerce is consistent on its belief that
we are overtaxed and need to bring It
down. That"s a consistent message.

Thank you.

MR. GINSBERG: Thank you,
Councillman Jones and the whole Committee,
and thank you very much for this
opportunity. 1 am Tom Ginsberg of the
Pew Charitable Trusts Philadelphia
Research Initiative. 1°m joined here by
Josh Goodman from Pew"s Economic
Development Tax Incentives Project, which
IS based 1In Washington. Our projects

have produced several reports about this
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topic, and we are honored to discuss our
findings with you.

Pew is an independent
non-profit, non-partisan research and
public policy organization focused on a
variety of issues iIn Philadelphia as well
as at the state, national, and global
level. In Philadelphia, which 1s Pew"s
hometown, we produce data-driven reports
on key issues facing the City and other
comparable cities. We do not take a
position on issues iIn Philadelphia nor do
we endorse or oppose any particular
legislation before the City government or
the Council. Our mission today is
strictly to provide facts that may assist
In your decision-making.

I"m going to quickly review the
research we did specific to Philadelphia
and a few other cities. Then Josh is
going to talk about Pew"s deep research
In other cities and other states.

Tax i1ncentives and exemptions,

known as tax expenditures in public
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finance parlance, are an integral but
little understood part of Philadelphia®s
business tax policy. Supporters often
view them as investments iIn maintaining
or growing businesses and enhancing the
tax base. Critics may see them as drains
on public resources with little
accountability or proof of value to the
City overall.

Our Philadelphia-specific
report last year looked at two major
kinds of business tax expenditures. One
IS 1Incentives. And these are ordinances
or programs that are codified in City law
that have the explicit goal of spurring
private-sector for-profit businesses to
take some action locally such as creating
a job or constructing a building. They
require the business to take an action to
get the tax benefit.

We also looked at industry
exemptions. These are provisions iIn the
City Code approved by the City that are

meant to support an entire particular
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sector, such as port businesses, and
typically no action i1s required for
businesses In that sector to get that tax
benefit other than just having an
operation i1n the City.

Our Philadelphia report looked
at such expenditures here and iIn ten
other cities that also had a corporate
gross or net income tax. We did not
assess the effectiveness or the impact of
those tax expenditures, but we did look
at whether the local governments do
evaluations of them. We tallied up also
the gross cost of Philadelphia®s
expenditures against four City business
taxes over two periods, 2001 to "03 and
2010 to "12. And we have four main
findings from our research.

Number one, we found that
business tax rates iIn Philadelphia are
among the highest among major U.S.
cities. Partly to offset that high
taxation, the City had 21 specific tax

incentives or industry exemptions in i1ts
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tax code as of 2016. That was more than
any other city that we looked at.

Among major cities with a local
corporate income tax, we found that
Philadelphia had both high taxes on
businesses and the most programs meant to
reduce those taxes.

In our report and In our
handout that we submitted to this
Committee, we list the 11 cities that we
examined In detail. After Philadelphia,
there was Washington, DC and Memphis that
had a lot of Incentives and exemptions.

Number two, these tax
expenditures have become an integral part
of Philadelphia®s tax structure. As
measured by foregone tax revenue, their
combined value was $215.8 million on
average annually In the 2010 to 2012
period. That was the last period we
looked at.

About a decade earlier, in 2001
to "03, the average annual amount was

144 _4 million, adjusted for inflation.
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So over that decade, the tax incentives
alone rose In value seven times faster
than the underlying business tax
collections.

Number three, we found that the
City 1s not evaluating many of these
expenditures on a regular or rigorous
basis to see their Impact or whether they
are meeting their policy or economic
goals. Only In a few newer cases are
Philadelphia officials required by law to
check whether the expenditures produce
their desired or promised results. No
official local regular evaluation is
required for the biggest and oldest
expenditures, including the commercial
property tax abatement and the Keystone
Opportunity Zone.

We looked at the enabling
legislation for all of these tax
incentives and i1ndustry exemption
programs on the books between 2002 and
2012. Again, in our published report and
in the back of the handout, you will find
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a list of all of those programs.

Philadelphia i1s far from alone
in 1ts limited evaluation of tax
expenditures. OFf the 11 cities with
local corporate taxes that we looked at,
only two, New York City and Washington,
routinely report on their tax
expenditures In a comprehensive way.

We summarized -- number four,
we summarized the evaluation and
monitoring systems that we found in other
cities or states. Our research found
that successful tax expenditures tend to
have well-designed laws behind them.
They have requirements for ongoing
evaluation of their effectiveness and
goals, and they have transparency about
their purpose and use. And Josh will
speak 1n more detail about those models
and the actions being taken elsewhere.

To sum it up, for many years
business leaders and tax experts have
called for transformation of

Philadelphia®s tax structure in order to
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improve the City"s tax competitiveness.
Tax expenditures merit a place iIn this
discussion. Knowing their impact and
whether they are meeting their goals is a
key component of a coherent and equitable
City tax policy.

I will stop there. 1711 hand
off to Josh. If you have any questions.

COUNCILMAN JONES: Thank you.

MR. GOODMAN: Good afternoon,
Mr. Chairman and members of the
Committee, and thank you very much for
this 1nvitation. As Tom said, my name 1is
Josh Goodman and 1*"m an officer with the
Pew Charitable Trusts®™ Economic
Development Incentives Project.

Lawmakers across the country
are looking for ways to create jobs,
raise wages, and help the local economy
thrive over the long term. Tax
incentives are one of the primary tools
that states and cities use to try to
achieve each of these goals. They also

collectively cost governments many
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billions of dollars.

Our research shows that
regular, rigorous evaluation Is a proven
way to ensure that tax incentive programs
for serving the needs of your budget,
economy, and taxpayers. Evaluations have
provided reliable information on the
economic Impact of incentives, including
the extent to which they"re successfully
influencing business behavior. These
studies have also uncovered flaws In the
design or administration of incentives
and have recommended improvements.

This 1nformation makes a
difference. In some cases policymakers
have used high-quality evaluations to
make wholesale changes to i1ncentive
programs. For example, a series of
evaluations found that California®s $750
million a year Enterprise Zone program
was doing little to boost employment and
instead was simply moving jobs from place
to place within the state. In response,

lawmakers replaced the program in 2013
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with other iIncentives designed to address
1ts flaws.

In other cases, evaluations
have helped policymakers make subtle
changes to Incentives to improve their
effectiveness. For example, a 2015
evaluation described a Maryland tax
credit for rehabilitating historic
buildings as a model program because of
iIts strong fTiscal protections, but the
study also pointed out ways the tax
credit could work better. For example,
the evaluation noted flaws in the scoring
system state officials used to determine
which commercial projects would qualify
for incentives. In response, lawmakers
extended the program for another five
years while also adjusting the scoring
system.

When jurisdictions use
evaluations, the payoff can be
substantial. A few weeks ago, Oregon
reported that the state was saving

hundreds of millions of dollars as a
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result of i1ts evaluation process. Those
savings did not come from primarily --
come about primarily by eliminating tax
credits. Instead, Oregon has worked to
reform Incentives so that they cost less
and provide a greater return on
investment.

Until recently, however,
lawmakers across the country have often
lacked this type of information. In many
states, i1ncentives have been evaluated
inconsistently or superficially, if they
have been studied at all. At the City
level, reliable studies on iIncentives
have, 1f anything, been even less common.
As a result, lawmakers had little choice
but to make decisions on iIncentives on
the basis of anecdotes or incomplete
information.

Thankfully this situation is
starting to change. Since the start of
2012, more than 20 states have enacted
laws either requiring evaluation of tax

incentives or improving existing
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evaluation processes. In almost every
case, evaluation legislation has received
strong bipartisan support. These bills
have also brought together supporters and
skeptics of i1ncentives alike who agree on
the need for better information.

We are also seeing growing
interest in evaluation iIn major cities.
Just last month, New York City enacted
legislation establishing evaluations of
business i1ncentives. Before that, the
City Council in Washington, DC in 2014
approved legislation requiring
professional staff In the city"s
independent Office of the Chief Financial
Officer to evaluate iIncentives on a
regular cycle.

DC"s experience shows the
valuable information that evaluations can
provide to city policymakers. The city"s
Tirst evaluation published 1n late 2015
reviewed housing tax incentives. The
study detailed the goals of each of these
policies and the logic behind them. It

Page 56

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




Committee On Commerce and Economic Development
March 7, 2017

© 00 N O O A~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

3/7/17 - COMMERCE - BILL 161015 & RES. 170057

also offered recommendations for
improving both oversight of housing
programs and the data available for
analyzing them.

For example, the authors found
that city agencies were not consistently
monitoring whether housing developments
met required affordability standards and
recommended that policymakers clarify who
IS responsible for this task.

The question you face in
Philadelphia 1s how to design an
evaluation process that will result iIn
high-quality information that helps you
make policy decisions. Each
jurisdiction®s approach to evaluation is
a little bit different. In many cases,
states and cities have successfully
customized the processes to their own
needs and circumstances. With that iIn
mind, for the reminder of my testimony,
I*m going to talk about decisions
policymakers need to make as they design

evaluation processes and how other
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jurisdictions have made them.

One of the most basic decisions
iIs which provisions will be evaluated.
At a minimum, jurisdictions should
include all of their major economic
development tax incentives in order to
give lawmakers information on each
program individually and help facilitate
comparisons between the results of
different programs. Beyond that, there
are a variety of options. For example,
New York City"s new law focuses
specifically on economic development tax
incentives. In contrast, DC i1s studying
the broader universe of tax expenditures,
including tax credits, exemptions, and
deductions, that primarily benefit
individuals, 1n addition to those
targeted toward businesses.

Another key decision i1s who
should conduct the analysis. Evaluation
laws generally create processes where
professional staff study major tax

incentives regularly and then report back
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the findings to elected lawmakers. Our
research shows that the ideal office has
a non-partisan perspective, a willingness
to offer policy guidance, and experience
setting the details of government
programs or measuring economic and fiscal
impact.

In the states, the most common
approach i1s to task non-partisan
legislative staff with evaluating
incentives, including legislative audit,
fiscal or program evaluation staff.
Others have had success contracting with
private consultants or academic
institutions to evaluate i1ncentives. The
key i1s to determine who has the right
blend of expertise and independence to
provide valuable information iIn your own
jurisdiction.

For example, New York®s
legislation places responsibility for
evaluation with the non-partisan
Independent Budget Office, which

regularly provides information on budget
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and tax policy to lawmakers.

Lawmakers also need to set a
review schedule. Many of the laws
require incentives to be studied on a
rotating multi-year cycle, with different
groups of iIncentives reviewed each year.
That way, both the evaluators and the
legislators can study a subset of
incentives In detail each year.

The lengths of the cycle vary
depending on the number of programs the
jurisdiction is studying and the capacity
of the evaluation office. Evaluating all
major incentives every three to six years
I1s typical.

Finally, our research shows
that jurisdictions should ensure that the
findings of evaluations are connected to
the policymaking process. One common
approach 1s to require legislative
hearings on evaluations. States have
used these hearings to discuss the
results of evaluations and receive input

from stakeholders such as businesses
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receiving incentives and the agencies
administering them. Then lawmakers can
determine whether changes to i1ncentives
are needed.

Through this approach,
policymakers across the country are
receiving regular rigorous information on
the results of incentives. This
information helps them decide which
incentives are working well, which are
not, and how to make improvements. As a
result, they are able to design policies
that get better results for their
budgets, businesses, and workers.

Thank you so much for your
time, and I"m happy to answer any
questions.

COUNCILMAN JONES: Thank you so
much. That was a lot, but well worth I1t,
and thank you for taking the time.

Councilman Domb and then
Councilwoman Parker.

COUNCILMAN DOMB: Thank you all
for being here today, and thank you.
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Thank you, Mr. Chairman.

You testified that Philadelphia
has the highest tax rate of the cities
you surveyed?

MR. GINSBERG: Philadelphia has
a cumulative tax rate that businesses
face that would include Pennsylvania
state rates. Of the 11 cities that we
found that had a local corporate income
tax, Philadelphia had one of the highest,
near the highest -- 1711 have to actually
see where 1t ranked -- when we looked at
all those 11 cities. They"re combined
with their state rate. So New York City
local, including 1ts state rate, that
sort of thing.

COUNCILMAN DOMB: And do you
have, separate from this, do you have
another report you could share with our
Chairman and this Committee on other
cities the size of Philadelphia with
similar characteristics of Philadelphia
and the types of taxation they®"re using

that would be the ones that have the
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lowest taxes so we can learn from other
cities what they"re doing?

MR. GINSBERG: We haven®"t
looked at that particular information.
What we did for this report was we looked
at the 30 largest cities across the
country and we i1solated those that had a
local corporate net or gross iIncome tax.
We haven®t looked at it other ways to
Tfilter those cities for other
characteristics.

COUNCILMAN DOMB: 1Is 1t
possible you could look at i1t at least on
our behalf so we can have that
information?

MR. GINSBERG: We certainly
could look at 1t. 1"m happy to talk to
you about i1t further, yeah.

COUNCILMAN DOMB: Okay. Thank
you. And just in my simple mind, when I
look at this and I compare this city to
like a private sector, a business or
somebody who owns even a piece of real

estate, every year a business or someone
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who owns a piece of real estate analyzes
their return on investment, how much
money they put in, what they“"re getting
back. And In many ways, this iIs what
we"re asking the City to do, the benefits
that we"re giving, what 1Is the return
we"re getting as a city.

So thank you very much. Thank
you for being here today.

MR. GINSBERG: Thank you for
having us.

COUNCILMAN JONES: Thank you,
Councilman.

Councilwoman Parker.

COUNCILWOMAN PARKER: Thank
you, Mr. Chairman.

Thank you all for your
testimony. Josh, your testimony really
struck a chord, particularly in the case
study regarding Maryland. And 1
appreciate you mentioning Maryland this
way because you provide us some context,
because sometimes when we"re talking

about a research-based, data-driven
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process to indicate how we should move
forward, we look at data and think that
the data in and of itself, data alone
tells the whole story, when iIn fact it
doesn"t, and your case study, iIn essence,
talks about that when you evaluate the
Maryland tax credit for the historic
building. So i1t"s considered to be a
model program, right, but the scoring was
a challenge.

So I wanted you to just talk
about that from the perspective of
context and sort of why the hearings --
because 1 connected that immediately to
the hearings, requiring the hearings in
the overall policymaking process. So if
you could just comment on that value.

MR. GOODMAN: Sure.
Absolutely. So when we see good
evaluations around the country, part of
it 1s a matter of number-crunching, how
many jobs did the program create, that
kind of thing, but then there"s these

other questions about i1s the program well
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designed, 1s it being administered
effectively, are there ways that we can
make 1t work better. A lot of the
conversation with the previous panel
focused on are we marketing these
programs effectively, which would be part
of that kind of evaluation.

And so 1 think what made that
Maryland study an effective study is,
they weren®"t only focused on let"s have a
number that i1t created, X number of jobs,
but also are there ways to design this
program so that it can work better. And
so they"ve had a lot of success through
their evaluation process, thinking about
both the numbers and how to make these
programs work better.

COUNCILWOMAN PARKER: One,
thanks again for including that in your
testimony. In addition to that -- and
this 1s a shameless plug. 1 have to give
a special thanks to John Scott, and you
may not know who he is. 1 think you have

about 100 employees i1n your Washington,
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DC office. You need to know that John
Scott 1s the retirement security rock
star of Pew. He has helped us with best
practices and information. As we"re
moving forward -- 1"m talking about at
the state level along with the City
level -- everything data-driven,
research-based to ensure that we have the
highest quality research available. So I
want to thank Pew. 1 say a special thank
you to you, but the one I love at Pew
right now 1s John Scott, and 1 just
needed to say that for the record.

MR. GINSBERG: We®"ll let him
know you said that.

COUNCILMAN JONES: 1 have no
comment.

Councilman Green.

COUNCILMAN GREEN: Thank you,
Mr. Chair.

I jJust wanted to take a few
moments to follow up on some of the line
of questioning that Councilman Domb

raised.
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We all know that Philadelphia
has a very high tax rate for businesses
compared to other U.S. cities, and I™m
curious based on not only Page 2 of your
testimony regarding some of the listed 11
cities examined versus some of the other
remaining cities you talked about
earlier, i1s there any correlation between
tax incentive, Industry exemptions, and
high tax rates? | know there are certain
tax incentives that are more public
policy driven, like historic tax credits,
ex-offenders, but for those that are
economic development related, do you see
any correlation between cities that have
high tax rates and a number of tax
incentives and industry exemptions?

I know historically various tax
policies are done because of various
Issues, and you mentioned in the
testimony also the uniformity clause,
which we have here in the Commonwealth of
Pennsylvania. To me the use and

occupancy tax 1s a workaround regarding
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uniformity clause.

So I"m curious iIn reference to
any correlation between cities that have
high tax rates and a number of tax
incentive and industry exemptions.

MR. GINSBERG: Yeah. So it"s
an Interesting question. 1 can tell you
that we did not slice our data that way.
We didn"t look to see what correlations
are there. Maybe Josh can comment on
some of the research that they found
perhaps at the state or other cities have
looked at.

So to your second point about
uniformity, it absolutely is a factor
here. And for some of the programs, we
found that they were crafted in a way
certainly to conform with that law, with
that interpretation of that clause of the
Constitution, and as a result, what we
found 1n Philadelphia i1s different from
other cities, in that other places can
actually i1solate individual recipients of

tax benefits or tax incentives, whereas
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Philly i1s not able to do that. And
that"s largely due to the uniformity
clause.

MR. GOODMAN: There was
actually very interesting research just
published yesterday by the scholar named
Tim Bartik, who 1s at something called
the WE Upjohn Institute, and Pew did
partially fund that research. But he
created a 50 state database of
incentives, and what he found at the
state level was that the extent to which
a state uses iIncentives i1s not correlated
with 1ts overall tax burden and that
there are states that offer a lot of
incentives but don"t have a high tax
burden on businesses. There are states
that are reverse and there isn"t much of
a correlation there.

I think 1t"s entirely possible
that 1T you looked at individual
jurisdictions In some cases, they might
be providing incentives to compensate for

further tax burden. But that was his
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findings sort of looking at a national
level.

MR. GINSBERG: Let me clarify.
It was our research on the cities that
didn"t slice it that way, but other
research did.

COUNCILMAN GREEN: Thank you.

COUNCILMAN JONES: Thank you,
Councilman.

Seeing one more set of
questions for this panel --

COUNCILMAN HENON: Almost out
of here.

COUNCILMAN JONES: --
Councillman Henon.

COUNCILMAN HENON: Thank you,
Mr. Chair.

I want to thank the sponsor,
the Administration for coming in here and
testifying, and you as well. This is
just a brief overall kind of statement,
again, thanking the Councilman for
shedding light, seeking more transparency

on what incentives, what tax exemptions
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work and don"t work with this legislative
body. Because I don"t think you would
see a legislative body more enthusiastic
with trying to spur economic development
here. So we together collectively could
be partners in reducing our crime and
poverty and making pathways for the
middle-class Philadelphians who stay here
instead of leaving here, and we do that
In good concert and partnerships with our
businesses. And having an innovative
Commerce Department thinking outside the
box, working with the Pew Foundation and
other organizations, 1 think together
we"re getting there.

I think we"ve reduced our
business taxes over the years a lot.
We"re not there yet. So It°s iIn
progress. And when you"re dealing with
services and people®s lives, the
incremental change i1s what we have.

This 1s shedding light publicly
on the effectiveness of some of these

changes and how we can get where we all
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want to go and, that i1s, Increasing our
tax base, keeping people here in the City
of Philadelphia, and really changing our
communities from our schools and from a
poverty standpoint and making
Philadelphia a first class city, as we
are, and we"re going to continue to be
because we are truly invested In that.
And that"s why we"re having hearings like
this. That"s why our members are wicked
smart and collectively coming up with a
lot of different -- with their
experiences and backgrounds, we kind of
touch every Philadelphian In one way,
including businesses. And this probably
spawned another look at what we have on
our books.

I mean, we"re going to have a
hearing soon led by our Council President
and other members of this body where
we"re going to take a look at what
incentives that we have, what i1s on our
books right now as far as policies that

affect businesses at various and
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multitude of levels, small, medium, and
large businesses. And 1 think that what
doesn"t work, we just get rid of, and
what we need to be concentrating on for
the benefits of our citizens and the
people who work here and the businesses
that we want to stay here, we can then
take a look at if we need to add anything
to our codes and our practices. So |
think 1t really 1s restructuring and
reprioritizing through this process here
and ongoing hearings as we enter iInto our
budget season, because this i1s where we
are in our money and I think we"re going
to make the City of Philadelphia proud,
as we always do, because we represent
them well.

So thank you for being here.

COUNCILMAN JONES: Thank you,
Councilman.

And the Chailr recognizes
Councilman Johnson.

COUNCILMAN JOHNSON: I just

want to follow up what Councilman Henon
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talked about in terms of us being
Tiscally responsible as we look at the
various incentives that we provide for
our business community. And I would be
remiss 1T | didn"t acknowledge our City
Controller, who 1s humbly sitting In the
back of the room, who does an outstanding
job 1in working with the City of
Philadelphia.

COUNCILMAN JONES: I don"t see
him. Where®s he at?

COUNCILMAN JOHNSON: We®"ll put
him on the spot.

Mr. Controller, please stand
up -

COUNCILMAN JONES: He"s all the
way In the back.

COUNCILMAN JOHNSON: 1 just
want to acknowledge him, because he also
provides us the information to make sure
we"re staying on the case and maximizing
the taxpayer dollars.

And so we want to continue to

keep doing the great work that all of you
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are doing, but just wanted to acknowledge
that for the record.

Thank you.

COUNCILMAN JONES: Thank you,
Councilman.

All right. So 1f there are no
other questions for this panel, thank you
for your testimony.

Here"s what we"re doing. How
many people are small businesses that are
here by show of hands?

(Hands raised.)

COUNCILMAN JONES: Okay. And
you took time off of your busy schedules
and businesses to come down here and
testify, right?

(Yes.)

COUNCILMAN JONES: We
appreciate that. Thank you for your
patience.

Here"s what we"re getting ready
to do procedurally. We"re going to
recess to a public meeting, which means

we"re not going anywhere, but we will be
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talking and moving, and then once we pass
this bill you just heard out of
Committee, we will come back to our
public hearing and allow everybody to
testify on the resolution. Okay? Stay
tuned.

We are now going to leave our
public hearing and go into our public
meeting to consider action to be taken on
Bill No. 161015.

Public meeting and motions for
Bill No. 161015, the Chair recognizes
Councilmember Parker for a motion on the
amendment to Bill No. 161015.

COUNCILWOMAN PARKER: Thank
you, Mr. Chairman. 1 offer an amendment
to Bill No. 161015. A copy of the
amendment has been circulated to all
members of the Committee. 1 move that
the amendment to Bill No. 161015 be
approved.

(Duly seconded.)

COUNCILMAN JONES: 1t has been

moved and properly seconded that the
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amendment to Bill No. 161015 be approved.

All those in favor will say
aye.

(Aye.)

COUNCILMAN JONES: All those
opposed?

(No response.)

COUNCILMAN JONES: The ayes
have it and the motion carries, and the
amendment to Bill No. 161015 has been
approved.

The Chair now recognizes again
Councilwoman Parker for a motion on Bill
No. 161015, as amended.

COUNCILWOMAN PARKER: Thank
you, Mr. Chairman. 1 move that Bill No.
161015, as amended, be reported from this
Committee with a favorable recommendation
and further move that the rules of
Council be suspended to permit first
reading of this bill at the next session
of Council.

(Duly seconded.)

COUNCILMAN JONES: It has been
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moved and properly seconded that Bill No.
161015, as amended, be reported from this
Committee with a favorable recommendation
and further moved that the rules of
Council be suspended to permit first
reading of this bill at our next session
of Council.

All those in favor will say
aye.

(Aye.)

COUNCILMAN JONES: All those
opposed?

(No response.)

COUNCILMAN JONES: The ayes
have 1t and the motion carries. Bill No.
161015, as amended, will be reported from
this Committee with a favorable
recommendation with a request that the
rules of Council be suspended to permit
first reading of this bill at our next
session of Council.

This concludes our public
meeting. We will now go back to our

public hearing.

Page 79

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




Committee On Commerce and Economic Development
March 7, 2017

© 00 N O O A~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

3/7/17 - COMMERCE - BILL 161015 & RES. 170057

The Clerk will now read the
title of the resolution being considered
today.

THE CLERK: Resolution No.
170057, a resolution authorizing the
Committee on Commerce and Economic
Development to conduct hearings
concerning the Board of Health®s
regulations relating to the Tobacco
Retailing License and the impact these
regulations could have on local
businesses.

COUNCILMAN JONES: Thank you,
Ms. Williams. Will you please read the
first —- well, let me do some
ground-keeping rules.

I want everybody who has a
voice to be heard today. 1 want
everybody who has taken time off of their
busy schedule to be heard today, but that
doesn"t mean you have a marathon to be
heard today. All right? 1 have a timer.
I am not afraid to use 1t. So i1f you

respect each other by -- if there"s
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repetitiveness, say what she said or he
said, but to get your point across to us.
We are here. We want to hear i1t, but we
want to leave within the next day. All
right? If that"s okay with you, because
you got money to make.

Will you please read the fTirst
panel -- the author of the bill --

COUNCILMAN TAUBENBERGER: 1
just wanted to have a quick word here.
Thank you, Mr. Chairman, for being very
cooperative and helping us out and giving
some voice to people that normally don"t
come down to City Council and have closed
their businesses and made the point to
come down.

But I will have to say long ago
and far away, my parents were immigrants
from Germany, and they came to
Philadelphia, particularly Northeast
Philadelphia, Oxford Avenue, Seiban (ph)
Street and opened a little delicatessen.
One of the products they sold there was

cigarettes.
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This hearing today is not in
any way to talk about the health of
cigarettes. Well, heck, any person knows
that they"re not healthy for you, but
they are a legal product and they have
been a legal product in the State of
Pennsylvania since before Pennsylvania
was even a state.

My parents also -- their
business was their pension. |If someone
would have came to them and said you
can"t sell a certain product even though
it 1s lawful and you"re not allowed to do
it and would take that away arbitrarily,
the value of my parents® store would have
been greatly diminished. That store was
everything to them. When that was sold,
that was their pension. They had no
other pension. They didn®"t work for
government. They didn"t work for anyone
except that little store and the
neighbors.

So hearing what you have to say

IS very Important to me. That i1s why
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this resolution has gone forward, because
I think some of the rules and regulations
that have been put forward by the Health
Department have been a little bit too
arbitrary, In my opinion, but I would
like to have you folks speak on it.

As the Chairman said, though,
when you are called, there are some rules
of engagement as far as timing. We will
have to hold you strictly to that,
because 1t"s my understanding there are
nearly 100 businesses here and we would
like to get out of here today. But
knowing that your opinion matters, we
want to hear 1t, but 1t has to be short
and concise.

Thank you very, very much and,
Mr. Chairman, whenever you“re ready.

COUNCILMAN JONES: Thank you,
Councilman.

Are there any members of the
Committee that want to say anything at
this point?

(No response.)
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COUNCILMAN JOHNSON: Seeing
none, Ms. Williams, will you please read
the Tirst group to testify.

THE CLERK: Alan Butkovitz and
Cheryl Bettigole.

(Witnesses approached witness
table.)

COUNCILMAN JONES: Thank you
very much. Please, 1t"s not your first
time. Come on up. Pull the mic close to
you. Please state your name for the
record and please begin your testimony,
and good afternoon.

CONTROLLER BUTKOVITZ: Good
afternoon. Alan Butkovitz.

COUNCILMAN JONES: Thank you,
Mr. Butkovitz. In any order.

CONTROLLER BUTKOVITZ: Well,
first of all, every time | come before
you, Chairman Jones, one question looms
over me, which is what would Ray-Ray do?
I"m sure 1t"s not the right thing.

COUNCILMAN JONES: What would
Ray-Ray do.
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CONTROLLER BUTKOVITZ: And 1
would like to thank Councilman Johnson
for his very complimentary remarks.

So I"m Alan Butkovitz. 1I"m the
Philadelphia Controller, and I1"m here
today to provide remarks regarding
Resolution No. 170057 concerning the
Board of Health®"s recent regulations
relating to the Tobacco Retailing License
and the impact on local business.

As part of our office"s
November economic report, we analyzed the
revenues the School District of
Philadelphia received from the
$2-per-pack cigarette tax implemented in
October 2014. We found that total
revenues have been declining since the
tax was imposed. The monthly average
collection fell from $5.6 million in the
first year, $5 million in the second
year, and down to $4 million in the
current collection year, Fiscal Year
2017.

When the cigarette tax was
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implemented, the City initially projected
that $75 million would be collected in
Fiscal Year 2017. After realizing the
decrease in revenues, the School District
revised their budget projection this year
down to $55 million. However, as we
indicated in our monthly report, the
actual collection 1s on track to reach
about $49.5 million, which is still below
the amended projections.

The decline In cigarette tax
sales has been realized at both the state
and city level. However, when comparing
sales for the first halft of the last two
years, Philadelphia has realized a much
steeper decline of 23 percent compared to
the state"s decline of 11 and a half
percent.

We determined that i1f
Philadelphia®s smoking patterns were
similar to the rest of the state, half of
Philadelphia®s decline could be a result
of people buying cigarettes outside of

the City.
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Fortunately, legislators in
Harrisburg amended the law to allow for
the state to make up the difference
between what is collected in the City and
$58 million, the projected amount, to
make sure the District is kept whole.
This means that 1f our current
projections are accurate at almost $50
million, the state will have to provide
$8 million this year to make up the
difference.

Unfortunately, while they
included this dedicated funding portion
into the legislation, it also means they
can amend the law at any time and leave
Philadelphia out of millions of dollars
from cigarette tax revenues, especially
1T additional regulations are placed on
businesses selling these products.

With that said, we believe the
Board of Health®"s new tobacco density
rules would directly 1mpact about 500
stores with tobacco licenses that are

currently within 500 feet of a school.
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It would also reduce the current number
of licenses per resident from 2.2 to 1
per thousand residents. This would
reduce the number of total licenses by up
to an additional 1,200, for a total
impact of more than 1,600 tobacco
licensed retailers.

While current license holders
are grandfathered into the new
regulation, their inability to sell the
licenses substantially decreases the
asset value of the store, to a point that
I would note is confiscatory. According
to the National Association of
Convenience Stores, tobacco products are
36 percent of in-store sales. Ultimately
this could mean that they have lost 36
percent of their business and almost
impossible to sell a license that no
longer can generate these sales, and with
that, of course, go the customers. |If
they"re going across county lines and if
their draw is the cigarette sales, that

means that their purchases of sandwiches,
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drinks, and all the other myriad products
produced at these stores go with 1t. So
In a sense, that"s an understatement of
the 1mpact.

The real question i1s both
philosophical and practical. Should an
unelected body like the Board of Health
have the unfettered power to dramatically
impact the value to the point of
confiscation of a small business owner®s
property?

I would note that convincing
the public to stop smoking would be one
of the most important public health
objectives that we could achieve, and 1
am strongly supportive of that. However,
the way to do that in a situation like
this 1Is to provide compensation to the
people for whom the licenses is the value
of the business. It"s what would happen
In a bar. 1 mean, there®s no reason why
this Council cannot sometime in the
future decide that pizza i1s a significant

threat to public health. 1I1"m a diabetic,
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and probably the worst thing that I could
do is eat bread or pizza. So certainly
Council could scientifically determine
that selling pizza is a public health
crisis iIn Philadelphia and start
outlawing the sale of pizza on the basis
of public health.

You could easily determine that
physicians who issue large number of
prescriptions for opioilds are creating a
public health crisis and perhaps decide
that 1t there are a lot of prescriptions
being issued in particular districts,
perhaps you want to stop doctors from
opening offices In those districts or
force doctors out. It"s clear what the
impact of that would be, and I think It"s
very likely that i1t"s unconstitutional.

IT you had a Wawa or 7-Eleven
and somebody -- the state comes along and
they"re going to build a highway that
makes 1t impossible for somebody to get
into your store, that they got to pay you

for destroying the value of your
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business.

What we"re talking about here
are products that are legal. This
Council has taken a very libertarian and
pro freedom view on a variety of
subjects, i1ncluding the decriminalization
of marijuana, and simultaneously is
taking the view that these products,
which even though admittedly harmful, are
legal products i1in which people have built
businesses. They worked long hours, they
employ many people in the community, and
they develop wealth on the basis of the
ability to pass that business, to sell
that business, and all the sudden they"re
confronted with a regulation that says
the value of your business is not what
you thought i1t was yesterday. It might
be half of what you thought i1t was
yesterday. It might be 10 percent of
what you thought 1t was worth yesterday.
Anybody on this Council or in the panel
who has had the experience of being in

private business can appreciate an
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analogy of running into a regulation that
would suddenly say any type of practice
IS retroactively disapproved and,
therefore, you should be required to
surrender the value of that.

IT there i1s a decision that the
City 1s going to do that, 1t 1s something
that should be borne equally by the
people of the City. 1It"s not something
that should fall on the heads of people
who have worked hard to create legitimate
businesses.

IT there"s a decision that
you"re going to buy back these licenses
for a million dollars a license or half a
million dollar a license or whatever the
value 1s determined to be, that"s the way
these things are handled 1n America.

That concludes my testimony.

COUNCILMAN JONES:

Mr. Controller, of all the things you
said, 1 want you to know that far greater
than any sugary drinks tax, if they ever

tried to outlaw pizza here, I will lead
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that rebellion. 1 just want you to know
that.

CONTROLLER BUTKOVITZ: [I"m sure
it would be a very robust, underground
prohibition type business.

COUNCILMAN JONES: Bootleg
pizza. There you go.

Thank you for your testimony.

DR. BETTIGOLE: Good afternoon,
Chairman Curtis Jones and Committee
members. 1"m Dr. Cheryl Bettigole,
Director of the Division of Chronic
Disease Prevention, and 1"m here to
testify regarding Resolution No. 170057,
which was sponsored by Councilman
Taubenberger. Also to take a personal
vow to protect pizza.

This resolution calls for
Council hearings regarding the Board of
Health"s regulations relating to the
tobacco retailing permit and the impact
these regulations could have on local
businesses.

Each year according to new
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estimates from the CDC, approximately
3,500 Philadelphians die from tobacco
use, about one out of every four deaths
In our city. Tobacco is the number one
preventable cause of death in
Philadelphia, taking more lives than drug
overdoses, gun shootings, and car crashes
combined. Because of this, the
Department of Public Health i1s committed
to reducing the impact of tobacco on
Philadelphia®s residents, particularly
the City"s youth. The vast majority of
today"s established smokers started
before the age of 18, often as young as 9
or 10, helped along in their addictions
by pervasive tobacco retailing and
marketing.

Multiple studies show that
teens who live near more tobacco
retailers, who therefore regularly see a
great deal of tobacco marketing, are more
likely to start smoking. Studies also
show that established smokers are less

likely to succeed in quit attempts if
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they live near more tobacco retailers.

In looking at our local data,
the Department noticed a few very
troubling data points related to this
iIssue. First, Philadelphia has many more
retailers per thousand city residents
than comparable cities.

Second, we have many more
tobacco retailers per person in our
low-i1ncome neighborhoods than in
high-1ncome neighborhoods.

COUNCILMAN JOHNSON: Sounds
like the soda i1ndustry.

DR. BETTIGOLE: 1"m sorry?

COUNCILMAN JOHNSON: Sounds
like the soda industry.

DR. BETTIGOLE: Soda copied
tobacco, three times as many in some
cases.

And, third, the number of
tobacco retailers i1s significantly higher
near schools In low-income than
high-1ncome neighborhoods.

These facts put the City"s Kids
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at very high risk of nicotine addiction,
and that risk iIs most pronounced in our
lowest income neighborhoods, reinforcing
the health disparities we are all
committed to eliminating.

Recent data show that although
cigarette use among Philadelphia youth
has decreased, overall tobacco use
remains very high among the City"s teens.
It actually hasn"t gone down iIn ten
years. We have an overall rate of 27.4
percent of our teens using tobacco.

We have marked increases iIn the
use of cheap and often candy-flavored
cigars and cigarillos, just like these,
as well as other tobacco products. In
many corner stores and take-out
restaurants in our low-income
neighborhoods, strawberry, mango, even
chocolate chip-flavored cigarillos are
displayed next to the cash register,
often right in the middle of the candy
display. Many of these products are sold

in packs of four or five for 99 cents,
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just like these. They"re cheaper than an
i1llegal loosie.

We have seen a tripling of
hookah establishments in the City between
2014 and 2016, which is particularly
concerning because of the high dose of
nicotine and other toxins in hookah
smoke -- a one-hour hookah session i1s the
equivalent of smoking up to 200
cigarettes -- and the prevalence of
hookah use among college students.
Hookah, or water pipe smoke, is at least
as toxic as traditional cigarette smoke,
and 1ts normalization iIn our city
represents a threat to our youth.

In addition to the high overall
rate of teen tobacco use i1n Philadelphia,
gay and bisexual youth smoke iIn
particularly high rates, with more than
40 percent using tobacco products in
2015. This 1s made possible iIn part by
the rate at which tobacco retailers in
Philadelphia violate youth sales laws.

In 2015, nearly one iIn four attempted
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purchases by a minor resulted In a sale,
the highest rate by far In Pennsylvania.
Increasing the fine for selling tobacco
to a minor from $100 to $250 has not
moved the needle. Many retailers appear
to treat such fines merely as a cost of
doing business.

So In December of 2016, the
Board of Health considered these issues
and, after deliberation and public input,
voted unanimously to approve a regulation
designed to address the City"s high
tobacco retailer density, particularly in
low-income neighborhoods and near
schools, and to reduce youth and adult
smoking.

And I do want to comment that
In doing so, the Board used authority
given to it by this City Council
specifically, which empowered the Board
of Health to adopt any requirement for
the issuance and renewal of tobacco
retailer permits that i1s appropriate for

the protection of public health. So they
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were relying on City Council®s action iIn
doing that.

The regulation does four main
things. It includes a reasonable
population-based limited on the number of
tobacco retailers 1In each planning
district to get Philadelphia closer to
other comparable cities. It restricts
tobacco retailing near schools. It
requires a standardized year-long
suspension of tobacco retailing
privileges for stores with three or more
youth sales violations In a two-year
period. And it increases the tobacco
retail permitting fee to adequately fund
enforcement.

The regulation iIs meant to
operate gradually over time and is
sensitive to business concerns.

Retailers who obtained their permit by
January 1st of 2017, which was 60 days
after the due date, were grandfathered so
that the school zone restriction does not

apply as long as they follow youth sales
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laws and they did need to renew their
permits on time or within that two-month
grace period.

Implementation of the tobacco
retail density cap was delayed until
February 15th, 2017, allowing any
retailer who applied for a permit before
this date to be grandfathered.

Furthermore, the Board of
Health"s regulatory process resulted in
significant changes to the regulation to
accommodate primarily business concerns
from the public.

The process for public input
and review of these regulations led to
several changes to meet concerns that
were raised. For example, during the
Board®"s October 2016 public hearing on
the regulation and in written comments, a
few store owners expressed concern that
the regulation would decrease the value
of their stores. One tobacco shop owner
shared that his business derives 90

percent of i1ts revenue from tobacco sales
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and would not be appealing to buyers
without the future availability of a
tobacco retailer permit.

As a result of these concerns,
the Board of Health approved the "'Special
Designation' process whereby a store
owner who has derived more than 75
percent of revenue from tobacco retailing
at a location for the past three years
can apply to allow a future permit
applicant at the same location to avoid
the density limit and the school zone
restriction. We"ve sent letters to
retailers who may be eligible for the
Special Designation. The application
period extends from February 15th, 2017,
the date the regulation became fTully
effective, until August 14th, 2017, and
the Department is committed to working
with eligible retailers. The application
letter i1s also available online.

The Board also agreed with a
request, as mentioned above, to delay

implementation of the density cap until
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February 15th and to use daytime rather
than residential population to determine
the density of each district, because
daytime population i1s a better marker for
business activity i1n an area, as well as
requests that retailers be allowed to
apply for permits i1In advance of opening a
store and that a waiting list be created
for applicants in districts over the
density cap.

Other changes made in response
to public comment can be reviewed iIn the
report on the public hearing available on
the Department®s microsite dedicated to
this regulation.

The Board of Health and the
Department of Public Health have worked
hard to ensure that tobacco retailers and
other Philadelphians were aware of the
regulation while it was under
consideration and available for public
comment and remain aware of 1t as
implementation proceeds. We held a press

conference at City Hall, covered by
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multiple local media outlets. We held a
public hearing on the regulation attended
by more than 50 members of the public.
We reached out to various retailer
associations, and we sent letters about
the pending regulation translated into
Spanish, Chinese, Vietnamese, and Korean
to all known tobacco retailers, along
with renewal applications in October of
2016. We sent reminder letters
translated into the same four languages
to all known tobacco retailers in
December of 2016. We posted the
regulation and information about how to
comment or obtain additional information
on the City website and on
smokefreephilly.org, and staff have
consistently been available to explain
and help wherever needed.

The unfortunate reality is that
Philadelphia®s tobacco retailer landscape
has for years made 1t more likely that a
child will start smoking and that an

established smoker will fail to quit.
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The Board of Health, after a robust
public process and close consideration,
has struck a reasonable balance between
the need for action to reduce smoking
rates and health disparities and the
considerations of the business community.
Nonetheless, we hope more retailers will
explore other products to replace the
tobacco on their shelves. Our local
retailers are an important part of our
neighborhoods and can eirther contribute
to or take away from the health of these
neighborhoods. These new regulations
help to reduce the presence and the
marketing of a deadly and addictive
product and to encourage retailers to
explore other products that can be
profitable without putting the future of
our city"s children at risk.

One further note. In terms of
the economic impact of these regulations,
I think 1t"s very important to note the
economic Impact of tobacco on our

communities. There was a recent study
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that found that the average lifetime cost
of tobacco for an individual smoker 1is
$1.7 million, and that"s made up of the
direct cost of cigarettes, healthcare
costs, decreased wages because smokers
make less, and the ten years on average
of decreased life expectancy that smokers
experience.

So when we think about the
economics of this, I do think 1t"s
important that we remember that tobacco
i1s 1n large part driving poverty In our
city.

I thank you for the opportunity
to offer testimony on this resolution,
and 1°d be happy to respond to any
questions at this time.

COUNCILMAN JONES: Thank you so
much.

Are there any questions?

Councilman Taubenberger.

COUNCILMAN TAUBENBERGER:
Controller Butkovitz, you gave a pretty

good summary of your view of the economic
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impact, but what 1t really comes down to,
there are many stores that sell tobacco.
This hearing is not In any way -- and 1
do appreciate the doctor coming forward
with the health information. 1t"s really
not about that. It"s really about a
legal product and the effect it has on
our economy as far as the business part,
because Philadelphia i1s no different than
anywhere i1n the United States, and what
you say for Philadelphia 1 think 1s great
across the border to every part of this
nation.

However, that being said,
people depend on small business for a
living. Wawa and 7-Eleven®s and other
small bodegas hire people.

Do you have a sense of what
this might do to the average store, the
average -- any kind of figures on that or
approximations?

CONTROLLER BUTKOVITZ: I mean,
basically we have to work with the

statistics that | discussed. Thirty-five
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percent of their business, 36 percent of
their business are cigarette sales.
There®"s 1,700 businesses that would be
impacted by this. We"ve lost 60,000
small businesses because of the hundred
thousand dollar tax exemption in the BIRT
changes. 1 think that we would expect to
see that many of the convenience stores
in the City would go out of business if
this was imposed on them on top of other
recent changes that have also
disproportionately impacted their
business.

I*m really struck here. I™m
dying to ask Dr. Bettigole a question,
and 1t doesn"t seem to be a format for
that.

COUNCILMAN JONES: Why don"t
you ask me the question.

CONTROLLER BUTKOVITZ: 1711 ask
the Chairman this question.

COUNCILMAN TAUBENBERGER: Thank
you, Mr. Chairman.

CONTROLLER BUTKOVITZ: Isn"t
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there a substantial body of medical
literature that says having sex with more
than one partner i1s a serious public
health hazard?

COUNCILMAN JONES: I™m sorry
you asked me that question.

CONTROLLER BUTKOVITZ: And
secondly -- you volunteered.

Secondly, that being so, would
It be her position that the Board of
Health would be within 1ts rights and its
power to declare that it would be i1llegal
for Philadelphia hotels to allow their
rooms to be used by people who are having
sex with more than one person? Because
I"m having a difficulty seeing the legal
distinction between that and what"s being
done here. And as I noted before, this
Council has led the country iIn terms of
the defense of people®s individual rights
and their ability to make choices about
their own health and their own bodies.

COUNCILMAN JONES: 1 was
totally not prepared for that question,
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but 1"m going to seek an expert maybe
that might have an opinion on It.

DR. BETTIGOLE: So, yeah, 1 can
answer that question in a way. 1 mean,
certainly we do recommend that people
have fewer rather than more partners, but
iIt"s a completely and utterly different
situation.

I think one of the fundamental
misunderstandings about tobacco i1s that
people think of it as an individual
behavior choice, and one of the things
that we see when we map tobacco use
across the City is that i1t is not that
simple. 1 mean, yes, each of us makes a
decision whether to smoke or not, but the
fact that smoking maps with poverty in
our city and it also maps with the
location of these retail stores selling
tobacco, that"s not about people who are
poor having less willpower. 1 don"t
think anybody in this room believes that.

Environment influences

behavior, and when a child grows up
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surrounded by advertising all the time
everywhere they go, i1t seems like smoking
Is a very normal thing to do.

I have three sons. My sons
grew up In Mount Airy and we don"t have
tobacco outlets. | mean, very, very few,
and they don"t see the ads. And so the
fact that I"m pounding in their ears all
the time don"t smoke, smoking 1is
dangerous and so on, 1"m not fighting
against that other side, all that
marketing day in/day out.

We actually mapped what happens
when a child walks to school 1n North
Philadelphia or if a child walks to
school in Chestnut Hill. Three-quarters
of a mile. You can pick pretty much any
route you want. The routes we found iIn
North Philadelphia, that child In one way
passes between 13 and 16 tobacco outlets.
So i1n the course of the day, 26 to 32
exposures to ad after ad after ad. Not
to mention when they go inside the corner

store to get a snack after school, now
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they"re seeing even more ads. And what
we call the power wall of tobacco inside
those stores has been shown to influence
kids to smoke.

Now, that child living iIn
Chestnut Hill passes one tobacco outlet.
And, by the way, I1t"s a gourmet cigar
outlet, so 1t"s not quite the same kind
of image. That child 1s not exposed.

Now, who is more likely to
smoke when they grow up? The data shows
us the teen or the child in North Philly.

So when we think of this as
being about influencing people®s choices,
iIt"s really not individual choice i1n the
way that choosing your sexual partners 1is
really your individual choice.

The other way 1 think of this
iIs in my own house. If 1 fill my house
with things I shouldn®"t eat or things 1
shouldn®t drink, 1 am more likely to
consume them. When people have tobacco
everywhere they go, 1t just -- i1t really
makes i1t difficult for them to stay away
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from i1t.

COUNCILMAN JONES: Okay.
Councilman Taubenberger, then Johnson.

COUNCILMAN TAUBENBERGER: You
know what, 111 yield my time to
Councilman Johnson at this moment.

COUNCILMAN JONES: Councilman
Johnson.

COUNCILMAN JOHNSON: So I™m
taking this i1n all at the same time,
being supportive of the business
community. And 1 know the Health
Commission, they arbitrarily made a
decision on their own because they
thought 1t was in the best interest of
the young people.

When we began looking at the
specific targeting, targeting of tobacco
products iIn certain low-income
communities, It"s just a fact that areas
where there®s high poverty, high crime,
and individuals who are low income are
where the majority of the advertisements

are. They are also places where the
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majority of people probably buy tobacco
products.

It"s not for me to say whether
or not the Health Commission®s decision
was to negatively impact the business
community. Hopefully we can come
together with some type of compromise and
some type of resolve, but when you start
talking about the advertisement component
and the influencing on young people who
do go to schools i1n areas where they sell
tobacco, to be quite frank with you, most
of these stores that sell these tobacco
products go beyond just selling typical
Newports and Kools. They specifically
know that 1n a lot of the low-income
neighborhoods, these young men and these
young ladies, they engage In a variety of
different activities that are i1llegal
through the purchasing of these tobacco
products, but the store owner will take
the position, 1t"s not my responsibility
to determine how this person is going to

use this product. That"s not my place.
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But you already really know that they®re
coming to the store to engage In a
product -- to purchase a product which
ultimately will be used 1in an i1llegal
manner, and that"s always been a debate,
to be quite frank with you.

So 1t"s a complex i1ssue, but I
also do understand and got an idea when
you start talking about being exposed to
levels of advertisement when -- say your
name, ma“am.

DR. BETTIGOLE: Dr. Cheryl
Bettigole.

COUNCILMAN JOHNSON: When the
doctor began talking about specific areas
of targeting, yes, probably in Point
Breeze and in Grays Ferry and in
Strawberry Mansion, we"re going to see
more advertisements compared to what
we" 1l probably see In other parts of the
City of Philadelphia. And so i1t's
something that should be taken into
consideration, not penalizing the

businesses, but I do understand how this
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type of policy can be thought of as a way
of not having -- 1 can see how this type
of policy will be geared toward making
sure that those who are most vulnerable
are protected. And even though 1t"s
their right, at the end of the day, that
influencing component still has a role
depending on where you grow up at iIn
Philadelphia. That"s just my personal
opinion.

CONTROLLER BUTKOVITZ: Well, 1
understand particularly your sensitivity
on this i1ssue and your very genuine
concern for the residents of those
communities. |1 would just point out,
though, that the extreme right-wing iIn
Congress is using the exact same set of
principles to argue that people on public
assistance and food stamps shouldn®t be
allowed to buy cupcakes or things with
too much sugar in 1t. They should have
to buy what the members of Congress think
would be nutritional food. And I say as

a diabetic myself, 1 understand something

Page 115

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




Committee On Commerce and Economic Development
March 7, 2017

© 00 N O O A~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

3/7/17 - COMMERCE - BILL 161015 & RES. 170057

about the psychology of a person who is
told you can never eat something and how
that becomes the only thing that you
think about.

We got several principles at
stake here. First of all 1s the fact
that we are a city. If this was
legislation in the United States of
America to ban the sale of cigarettes, I
would be one million percent for 1t. The
iIssue 1s people within three to five
miles take a bus or they come into Center
City and particularly 1t the argument 1is
that 1t"s an addictive product, they“"re
going to get their hands on i1t or people
will be selling loosies or there will be
a robust underground economy. In the
meantime, you will have set a precedent
that just about anything that the Board
of Health declares to be unhealthy -- and
today 1t"s a difficult argument. Nobody
wants to defend cigarettes, but the
example that I offered was taken to be

just jocular or humorous, but 1n fact,
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there®s no -- the Board of Health could
make a list of about 100 different
things.

COUNCILMAN JOHNSON: But 1 will
say this, though, with all due respect,
Mr. Controller, in terms of your
argument -- and 1 understand the
direction that you"re going into when you
say that the Health Commission can come
up with anything, but we"re talking about
a triple billion dollar industry that has
a track record of selling a product that
has specifically, specifically has
evidence that it"s an addictive product,
right, that has been going back and forth
to court specifically because the product
that they"re selling has been a direct
result of a variety of different things.
Sex, you"ll probably have some children,
right, and if you do it the right way,
you probably won"t, right? But when
you"re talking about tobacco products,
you"re talking about something that

specifically has -- that can have a
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long-term negative impact on a person®s
health.

CONTROLLER BUTKOVITZ: These
people 1n the room, 111 bet you we don"t
have one billionaire in this crowd.
You"re talking about a multi-billion
dollar industry. | don"t see any
billionaires in this crowd. 1 see people
that struggle night and day to do a
business who are being told that
everything they say, everything they
accumulated i1s going to be taken away
from them because | guess they"re bad
people because 1t"s all i1llegal products.

COUNCILMAN JOHNSON: So I will
say this, because | don"t want to go back
and forth with you, right? And I can™t
speak unless you have the record of every
person®s In here bank account how much
money that they actually make. | was
jJust speaking to the record that at the
end of the day, low-income neighborhoods
are targeted, and with all due respect,

hopefully that the business owners --
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again, we wouldn®t want them to be
penalized, but at the end of the day,
hopefully we*"l1l come to some type of
level of resolve for those individuals
who decide to sell that particular type
of product. But that"s kind of telling
me also -- I mean, we got other
businesses that say, Well, we should be
able to stay open until 1 o"clock, 2
o"clock 1n the morning, but the homicides
that are happening inside their stores,
they don"t want to own up for when the
homicide happens In these same type of
neighborhoods.

So we can --

CONTROLLER BUTKOVITZ: But
there®s an answer to 1t. There"s an easy
answer to 1t. Pay them the value of the
licenses.

COUNCILMAN JOHNSON: Oh, okay.
Well, that part can probably be done, but
my primary concern is making sure that
those children, right, who live iInside

these neighborhoods, predominantly that
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are low income, that are
significantly impacted and influenced --

CONTROLLER BUTKOVITZ: That"s
fine.

COUNCILMAN JOHNSON: That"s
where 1"m at.

CONTROLLER BUTKOVITZ: But the
people here don"t have to be bankrupted
to accomplish that objective. The fair
thing 1s for them to be compensated for
their license.

COUNCILMAN JONES: All right.
Ding ding.

COUNCILMAN JOHNSON: Thank you.

COUNCILMAN JONES: Thank you so
much, Councilman.

There"s a lot of passion here,
and that"s okay. It"s a matter of life
and death literally and figuratively for
everyone at stake.

Councilman Taubenberger.

COUNCILMAN TAUBENBERGER: 1
have two questions, one for you, City

Controller. And I can®"t emphasize enough
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that this hearing 1s not about the health
component. It"s about a legal product
that i1s allowed to be sold in the State
of Pennsylvania and throughout the United
States.

With this sort of
implementation of loss of licensure and
loss of the ability to sell the product,
do you think this discourages other
business development in our cities, In
our neighborhoods in Philadelphia?

CONTROLLER BUTKOVITZ:
Absolutely. Look, this is part of a long
litany of policy actions that have been
taken the past few years that basically
hang a ""going out of business'™ sign in
Philadelphia. Take the situation
involving the stormwater fees where there
were 500 businesses that had an extreme
uptick 1n their fees for storm waters
because they didn"t have the foresight 30
or 40 years ago when they bought an auto
dealership to understand that there would

be a consent decree for $6 billion to pay
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for stormwater and that, therefore, they
would have their monthly stormwater
charges go up from something like $800 to
$4,000 a month and in the case of the
Arco Refinery by $380,000 a month. So
you know what they say. First they came
for X. So first they came -- and the
auto dealerships are iIn danger -- we"re
in danger of losing every single auto
dealership in Philadelphia, because the
theory 1s they"re bad people because they
should have had green grass and green
roofs 30 or 40 years ago or they should
pay for it now, not like other cities In
America that said this i1s something that
we all have to share the cost of. We
want to have a clean environment. We
want to have clean water. We should
share the cost.

I mean, recently this Council
has taken -- they®"ve imposed this policy
on parking rates. They"ve imposed this
policy on a health rationale based on

sugary drinks and other flavored drinks.
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It 1s now —-- 1t"s a whole philosophy of
government now.

IT 1 was going to set up a
business in Philadelphia -- they say the
most iImportant thing for a business is
predictability. When you go to Cuba, you
go to Venezuela, you may wake up one day
and find out that the business you had
now belongs to the government and they
didn"t pay you for that. But In America,
we have a Constitution that says that the
government cannot take away your property
without compensating you.

The government certainly -—-
there 1s a broad consensus we should do
something about smoking. So why be cheap
about 1t? Buy up every single license in
Philadelphia, get them out of the
business and just be honest about it.
Just pay for it.

(Applause.)

COUNCILMAN TAUBENBERGER:

Dr. Bettigole, with the Department of

Health, i1s 1t In the rules and
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regulations that you are a governing
body, meaning the powers that we have
given the Department of Health, i1s it
possible that you could eliminate all
tobacco sales 1In the City 1T the Health
Department so wished? Is that in your
purview? Can you do that?

DR. BETTIGOLE: Not that I™m
aware, no.

COUNCILMAN TAUBENBERGER: Okay.
And recently the Department of Health has
been communicating quite a bit regarding
the effect of alcohol sales on
neighborhoods, specifically around
increased violence. The Department of
Health cites iIncreased alcohol outlets in
poor neighborhoods In proximity to
schools. Just so the Council can prepare
their business people for that, i1s there
any planning by the Health Department to
do the same with alcoholic beverage
outlets, beer, wine?

DR. BETTIGOLE: Again, not
that --
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COUNCILMAN TAUBENBERGER: State
stores.

DR. BETTIGOLE: 1 am not aware
of any such plan.

COUNCILMAN TAUBENBERGER: And
IS there a standard that you have for
passing regulation that devalues a
business to this magnitude? 1 mean, you
must have taken some of this into
account, I would hope.

DR. BETTIGOLE: Absolutely, and
that"s the reason for the Special
Designation process.

The numbers that the Controller
IS citing are certainly considerably
higher than the ones that we found in
terms of the percent sale, but each
business i1s different and 1 wouldn™t
presume to tell a business owner what |
think he makes from tobacco.

We also have a project that
we"ve been working on for the last year
called the Healthy Retailer Project in

which we work with local businesses and
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we partner locally the Welcoming Center
for New Pennsylvanians to provide
technical assistance, business planning,
small cash incentives to businesses that
would like to voluntarily give up tobacco
sales. We"re trying to help move
businesses iInto healthier products.

We need commerce In our
neighborhoods, but there®s just a
tremendous amount of tobacco, and when
you compare Philadelphia to other cities,
Jjust a massive amount more tobacco sold
given the population than in other large
cities, which, by the way, we also have
the highest smoking rate of any of the
large cities.

COUNCILMAN TAUBENBERGER: Where
do you cite that from, that we have the
highest smoking rate of any large cities?

DR. BETTIGOLE: That"s from
BRFSS, the Behavioral Risk Factor Survey,
which 1s a national data source. 17°d be
happy to get you the data if you"d like.

COUNCILMAN TAUBENBERGER: Yeah.
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1"d like to see i1t, because I do -- we"re
not unique. We"re not a nation, and
there are other people that smoke and
feel that that"s something they might
enjoy, even though 1 would not smoke. |1
didn®"t smoke. My father convinced me not
to smoke by his actions.

But also let me say this:
Without question -- and you wouldn®t have
all these business owners here today if
they didn"t feel there®"s a considerable
loss of value of their business as a
result of your action. Do you have a
nexus or where data meets each other,
meets i1tself that shows the value of
greatly diminished stores that actually
have sold to minors, that there are
actual problems? The problem stores are
going to be affected 1In the most negative
way. Do you have data on that?

DR. BETTIGOLE: Sure. |1 mean,
part of the design of this is the three
strikes and you"re out, the 12-month

suspension of tobacco sales for three
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youth sales violations. And i1It"s three
because we know that a business can make
a mistake, but three mistakes iIn two
years 1s a pattern. And so those
businesses would lose their tobacco sales
privileges, but they would also lose
their grandfathering, and that means that
businesses on the waiting list would be
able to come iIn and get those licenses.

I do want to remind folks,
though, that we are grandfathering
current retailers. So it"s not that
people are losing licenses as long as
they“"re renewing on time and they"re not
selling to kids.

COUNCILMAN TAUBENBERGER: Well,
correct me 1f I1"m wrong then. Someone
that i1s grandfathered, i1f they wish to
sell their store to someone else, then
that 1s no longer grandfathered, 1t ends?

DR. BETTIGOLE: 1t depends what
percent of theilr business comes from
tobacco. So i1f 1t"s 75 percent or more,

then they can apply for the Special
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Designation, which means that the next
owner could get a permit.

COUNCILMAN TAUBENBERGER: But
1T 1t"s below 757

DR. BETTIGOLE: Then they could
not.

COUNCILMAN TAUBENBERGER: They
could not?

DR. BETTIGOLE: They could not.

COUNCILMAN TAUBENBERGER: 1
don"t know if there are many stores iIn
Philadelphia -- 1°d like to look at that
data -- that would fall into that. |
mean, most of them are general stores,
are 7-Eleven®s. They"re selling other
products, which of course you encourage
and we would like to encourage. 1 don"t
think there®s many stores in Philadelphia
that are selling 75 percent of tobacco
products alone.

DR. BETTIGOLE: Right. So that
was created for the tobacco business,
somebody who 1s -- 1t"s a tobacconist.

That"s the nature of their business.
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Because in the public comments, that was
one of the comments we received, was from
a tobacconist who said this i1s my
business, so when 1 go to sell my
business, i1t"s not like I have a range of
products. It"s tobacco. And so that was
the motivation for creating that special
designation.

COUNCILMAN TAUBENBERGER: Well,
I have to say then why are stores that
sell only 9 percent plus given special
allowance on a store value not availed of
many of the corner stores in
Philadelphia? Basically tobacco sales to
adults are extraordinarily important to
many businesses. Picking winners and
losers, especially to benefit stores
entirely dependent on a regulated
product, seems sort of odd.

DR. BETTIGOLE: So the idea 1is
that a tobacco shop should not be a place
frequented by a minor. A corner store,
absolutely. Minors go to them every day.

Kids stop by after school. So they®re
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different kinds of businesses.

COUNCILMAN TAUBENBERGER: True,
but there are state and maybe even
federal regulations -- 1 don"t know about
federal, but there®s certain state
regulations to selling to minors and of
course City regulations, which so you get
my understanding, | fully support. |
mean, 1 get that. No question about it.

DR. BETTIGOLE: And they"re
violated very, very frequently in
Philadelphia. But the regulations
prohibit the sale to minors. They don"t
prohibit this widespread exposure of
minors to tobacco marketing, and that"s
what"s happening In corner stores.

I think 1t"s important to
realize that with the master tobacco
settlement and some of the restrictions
on how tobacco companies can advertise,
they moved 93 percent of their
advertising budgets to the point of sale.
So there®s just massive amounts of

tobacco marketing in our neighborhoods.
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The other point I just wanted
to make 1s we are --

COUNCILMAN TAUBENBERGER: Well,
how so? Because you can"t put it on a
billboard. 1 haven®t seen the Marlboro
Man i1n years.

DR. BETTIGOLE: Right, but
there®s signage all over the corner
stores, and there"s contracts that the
corner store owners sign with the tobacco
companies to put up those signs and to
display their products prominently.
That"s why you see that power wall of
tobacco when you walk in a store. Most
stores don"t have the tobacco under the
counter invisible. 1It"s displayed, and
that"s a very powerful form of
advertisement as well as the sign.

COUNCILMAN TAUBENBERGER: Well,
I mean, that"s something that this
Committee and other committees can look
at as far as -- 1 think anyone here --
and 1 can"t speak for them, because

they“"re going to have an opportunity to
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speak for themselves, but when 1t came to
advertising versus the actual license, |
think the advertising would get chucked
or made smaller.

DR. BETTIGOLE: 1It"s not just
signs. It"s the tobacco itself being
displayed like that. That functions as
an advertisement.

COUNCILMAN TAUBENBERGER: You
mean the product itself?

DR. BETTIGOLE: Mm-hmm. When
they put these things in the middle of
the candy display, just like this,
surrounded by Sour Patch, that®"s an ad
for tobacco. And i1t"s also making Kids
think that these are somehow candy-like,
maybe sort of safe.

COUNCILMAN TAUBENBERGER: You
know, 1 do go to stores and 1 do look
at -- 1 have never seen a tobacco product
in a candy display, and to be very blunt,
iIT we need to make a law against that,
1*d be the first one to put that forward.

(Applause.)
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DR. BETTIGOLE: 1 would just
like to tell you that 1°ve seen it
myself, and my staff and --

COUNCILMAN TAUBENBERGER: I™m
not going to doubt your word. 1I1"m sure
It"s there, but I don"t think i1t"s
commonplace.

DR. BETTIGOLE: Yeah.

COUNCILMAN TAUBENBERGER: You
think 1t"s commonplace?

DR. BETTIGOLE: 1 do think it"s
commonplace, yeah.

COUNCILMAN TAUBENBERGER: Well,
maybe that®s an interesting ordinance
that ought to be proposed, that you
cannot put a tobacco product in a candy
display. 1°d be happy to put my name to
that. |If you help me write the
ordinance, 1°1l see you tomorrow. We can
introduce i1t by Thursday.

Another problem, many of the
stores that actually are iIn existence
were there years before in some cases a

school was there. One case, a gentleman
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didn"t even know he was near a school.
It happened that a classroom, an annex,
was put up from a charter school In an
office building around the corner from
him, but he had no i1dea. 1 believe
because his business has been there for
SO many years, some protection ought to
be granted.

DR. BETTIGOLE: So that was
also a question that was raised during
the public comment period of -- we had
initially written this so that 1t was
worded that a store moving In near a
school -- 1t was worded such that 1Tt the
school opened near a store, it could
potentially have lost i1ts grandfathering,
and that was changed after the public
comment came In pointing that out, so
that the grandfathering will still apply.
So nothing happens to that store owner
because the school moved into the area.

COUNCILMAN TAUBENBERGER:
Doctor, 1 have to also ask you, how many

businesses were actually present at your
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department®s public hearings?

DR. BETTIGOLE: So there were
50 members of the public. 1 don"t know
the exact number of businesses. |
believe there were five or six who
actually gave comments and more who were
there i1n the audience. | mean, | would
estimate 15 to 20, but 1"m not sure of
the exact number.

COUNCILMAN TAUBENBERGER:
That"s not a very big representation of
the amount of businesses we have iIn the
City as far as are selling the product.

DR. BETTIGOLE: I mean, this 1is
one of the reasons that we sent letters
to all of the retailers. We really did
want to make sure they were aware of
these regulations while there was still
time to comment.

COUNCILMAN TAUBENBERGER: 1-°d
have to say being the son of store
owners, most people are so busy running
their business, they don"t have time to

come to hearings. Granted, i1t is

Page 136

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




Committee On Commerce and Economic Development
March 7, 2017

© 00 N O O A~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

3/7/17 - COMMERCE - BILL 161015 & RES. 170057

important, | would have to say, and they
should have been there, but conversely,
when they get something for government,
unless you must be there and you"re
compelled to be there, they"re not
coming. So | think there"s a whole large
group here that have not been
represented. I mean, | think all you
have to do 1s look around the room and
you"ll find that there®"s a heck of a lot
of businesses that are represented here.
And even this group is not represented in
total. | mean, there are many, many more
businesses and lives and commerce that
you"re affecting. And, yes, you can make
the argument about health. 1 get that
very clearly, and that"s without
question, but 1t i1s still to this day in
this state, In this city, and iIn this
country a legal product.

DR. BETTIGOLE: 1 do want to
point out that we also get calls, often
very emotional calls, from parents and

especially from grandparents whose
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children and grandchildren are buying
cigarettes at corner stores and take-out
restaurants and who are incredibly
frustrated that that®"s still happening.

COUNCILMAN TAUBENBERGER: 1
would have to concur with those parents,
but why can we not deal with those
particular problems and find out where
that"s coming from and stop that?

DR. BETTIGOLE: We do
compliance checks on a regular basis, but
with over 3,000 stores in Philadelphia,
it 1s difficult to afford enough
compliance checks to not only get to
every store every year but also get back
to the violators.

COUNCILMAN TAUBENBERGER: Well,
I understand, but, 1 mean, If someone is
selling to minors, 1 think you can do
this pretty quickly in what is going on,
because 1f they"re doing this on purpose,
yes, there are probably an occasional
person that has sold to a minor because

they didn"t believe -- but at this point,
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they"re supposed to be carded. They"re
supposed to show a license.

DR. BETTIGOLE: Yes.

COUNCILMAN TAUBENBERGER: 1
think that is part of state regulation.
Well, 1f they"re not doing that and
they“"re guilty of that, then end i1t and
take their license away. | don"t think
anyone 1s arguing that point, but what
we"re talking about is commerce being
conducted for a legal product.

CONTROLLER BUTKOVITZ: 1™m
going to interrupt for a second. I™m
double booked, so I would like to
withdraw.

COUNCILMAN JONES: Thank you.

COUNCILMAN TAUBENBERGER: You
can. Thank you very much. 1 have no
other questions.

COUNCILMAN JONES: Thank you,
Mr. Controller.

Councilman, can you yield a
second and let -- I think Councilwoman

Reynolds Brown wants to interject a
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point.

COUNCILMAN TAUBENBERGER:
Certainly.

COUNCILWOMAN BROWN: If I may.

COUNCILMAN TAUBENBERGER:
Absolutely.

COUNCILWOMAN BROWN: Hearing
this debate brings back memories for me
of the lead debate a number of years ago
and the menu labeling debate, and | must
say that the argument put forth by the
City Controller 1s exceedingly
compelling, because we do want to be a
business-friendly city, and you"re
speaking to the member of Council that
had a leadership role i1n protecting the
health of young people. Okay?

What I also know i1s that we
don"t have to have winners and losers
here. It should not be an either/or. In
fact, 1t should not and must not be an
either/or, because we want to keep
businesses here and we want to figure out

a way where we walk that delicate balance
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of protecting our kids. 1 know It"s
possible because we were successful with
lead. We did not go 100 percent of the
way with lead because we felt it
necessary to keep the Homeowners
Association as a part of our community.
And we didn"t get all the way we wanted
it to be with menu labeling because we
thought 1t was important to hear and
listen to restauranteurs who were, quite
frankly, scared and nervous about losing
their businesses. At the end we found a
middle ground, and what I am going to
recommend -- first of all, what I believe
Is that not enough community education
has taken place. Now, If you say to me
50 members attended during a public
comment period out of 3,000 businesses,
that would suggest to me as a former
educator we did not do our homework with
regards to ensuring that the very
constituency that 1s going to be impacted
by this had a chance to have their say.

So for me, 1 would suggest pressing the

Page 141

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




Committee On Commerce and Economic Development
March 7, 2017

© 00 N O O A~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

3/7/17 - COMMERCE - BILL 161015 & RES. 170057

pause button, because some more education
needs to happen.

And when you say that -- what
year was this report that you mentioned
where Philadelphia was designated as the
number one city for? Complete the
sentence.

DR. BETTIGOLE: So the highest
level of smoking. The BRFSS study comes
out every two years.

COUNCILWOMAN BROWN: So the
last time that report was released was?

DR. BETTIGOLE: So the big city
data 1 believe is from 2013. | don"t
think we have 2015 data yet.

COUNCILWOMAN BROWN: Okay.

DR. BETTIGOLE: But i1t"s been
consistent over time.

COUNCILWOMAN BROWN: All right.
So with that said, when I listen to some
of the nuances that you®"ve talked about
in the legislation that come as a
surprise to the City Controller who 1is

very Tluent iIn this issue and 1 would
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surmise certainly comes as a surprise to
many of the business owners here, I™m
urging us to find a middle ground. This
does not have to be an either/or, and
that"s what | hear happening in the
debate.

So 1 offer that up as food for
thought, because sometimes i1t takes --
when you can get a number of smart people
In a room to figure something out in a
way that you walk away with a win-win,
then we need to figure that out, and this
debate is not encouraging me that that"s
where we want to end up.

(Applause.)

COUNCILMAN JONES: Councilman
Taubenberger.

COUNCILMAN TAUBENBERGER: 1 was
just going to ask -- because we do have
to move and, Doctor, | thank you, but 1-°d
like to continue much discussion with
you. And I think Councilwoman Blondell
Reynolds Brown had some excellent points,

some excellent points.
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But my point is to the
audience. | would like to have all those
business owners here that would like at
some point to testify or came down
specifically for this hearing to stand
now so we can see who you all are.

(Audience members standing.)

COUNCILMAN TAUBENBERGER: 1
would have to guess there®s at least 50
to 60 people In the audience, and 1°d
like that put on the record. We don"t
have to actually do a count, but I think
It"s a considerable amount of people that
came.

COUNCILMAN JONES: I think 1t
might be slightly more than that,
Councilman, but we"ll take your estimate.

COUNCILMAN TAUBENBERGER: Okay.

Doctor, 1 do thank you for your
time and 1 look forward to further
discussion with you.

COUNCILMAN JONES: So
Councilwoman Parker i1s next.

COUNCILWOMAN PARKER: Excuse
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me, Doctor. Before you go, | just have
one question, and this i1s relative to
your testimony. You mentioned

something -- and 1 hope I am pronouncing
this correctly. 1t i1s called hookah
establishment. Did I say i1t correctly?

DR. BETTIGOLE: Yeah.

COUNCILWOMAN PARKER: Now, this
i1s really just for a point of information
for me. You talk about their growth, but
my question for you Is, are hookah
lounges, are they considered tobacco
retailers? |1 didn"t know. Are they?

DR. BETTIGOLE: They have to
get a tobacco permit. It"s a very --
there®s a lot of misinformation out about
hookah. Hookah i1s tobacco. And even
there are places that say they"re selling
herbal hookah, but the New York City
Public Health Department, which has a
nice big budget, did some chemical
analyses of herbal hookah, and it
contains tobacco. So, you know, iIn

general, hookah i1s a tobacco product and
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it contains a very, very large dose and
people misunderstand because the smoke is
bubbled through water, they think of that
as Tiltering and think it somehow makes
It safer, but 1t"s coming out pretty much
the same way it went through the water.
So 1t contains a lot of particulate
matter, very toxic. And, of course, the
tripling is In part because we don"t have
any limits on the number of permits or
haven®t had any numbers on the -- limits
on the numbers of permits we gave.
COUNCILWOMAN PARKER: 1 only
ask the question on the record because 1
have some lounges in the Ninth District
and we just had a new location In an area
where none currently exists, and
residents of the community are not
familiar with, In essence, what they are,
because i1n one portion -- and 1"m proud
that the Ninth Councilmanic District 1is
almost like the United Nations. So we
have people obviously all ethnicities,

all spiritual/religious backgrounds, and
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dependent on what your sort of knowledge
of the whole hookah experience i1s like,
It means something different, because for
some I"ve heard -- you mentioned sort of
the herbal meditation. | mean, It"s
described differently depending on who
you talk to.

So with that in mind -- and I™m
asking this just for my information. |1
don*"t know iIf i1t"s something that we are
experiencing in other Council districts,
but 1f I could have some sort of a fact
sheet -- and 111 also call onto L&l --
that 1 can just distribute to my
constituents just defining what 1t is,
sort of like facts versus myth, because
we"re getting calls and we were not sort
of informed about 1t. And, again,
depending on where you are in the
district, they"re more readily used by
some constituencies versus others.

DR. BETTIGOLE: Sure. We"d be
happy to provide you with that.

COUNCILWOMAN PARKER: Thank you
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very much.

COUNCILMAN TAUBENBERGER:
Mr. Chairman, just a quick comment. 1
think getting that information for all
Committee members. But for those that
are here, the intent of this resolution
was never to look at anything further
than the licensure of cigarette sales iIn
the City of Philadelphia. We"re not
looking to hookah lounges, although 1
would not mind knowing more about i1t, and
here you can be a great role to educate
us about the problems there. We
certainly would be welcome to that kind
of information, but that"s not the role
of this hearing.

DR. BETTIGOLE: Can I just
explain, though, that the way --

COUNCILWOMAN PARKER: Excuse
me. Point of information, Mr. Chairman.
Point of information. | have --

COUNCILMAN JONES: The Chair
recognizes Councilwoman Parker.

COUNCILWOMAN PARKER: 1 do
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believe that we have the City of
Philadelphia®s Health Department in front
of us, and there"s an issue of concern to
residents 1n my district and 1 just
simply asked because we"re dealing with
the topic 1n which, while on something
different, the subject that 1 just
inquired about is listed In her
testimony, and 1 simply asked for
information to distribute to my
constituents, without passing judgment on
any of this, and I just needed the record
to reflect why.

I"m here as a District
Councilperson to listen to these business
owners. There are several people In here
who are small business owners that
arrived on some avenue or commercial
corridor, and 1 want them alive and well
and thriving and making money, but 1 also
have a right to balance the interest and
concerns of my community. And | do take
great offense at the way that last

comment was made. And if 1t was not
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intended that way, so be 1t, but I have a
right to ask with you in front of me what
the subject iIn your testimony.

And, Mr. Chair, 1 have to
leave.

For those business owners who
are here representing Rising Sun Avenue,
I want you to thrive. If there"s a way
that we can find that our Health
Department can be of assistance but
ensure that we make sure we are meeting
the delicate balance between public
health and sort of the success of your
business, | need to do that, because I
need you alive and thriving in our
commercial corridors. But I got a right
to put my information on the record.

(Applause.)

COUNCILMAN JONES: Thank you,
Counci lwoman.

COUNCILMAN TAUBENBERGER: 1
would also say to my colleague, |
apologize 1T that was misinterpreted,

but -- and I would agree with her as far
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as having businesses alive and well.
That"s very important. 1 apologize,
Counci lwoman.

DR. BETTIGOLE: Can I just
add --

COUNCILMAN JONES: We"re going
to get decorum back. So we"re going to
go with Councilwoman Reynolds Brown, then
we"re going to go with Councilman Domb,
and then we"ll continue. Let"s take a
little break from that.

COUNCILWOMAN BROWN: 1
registered my position. Experience has
taught me here on complex issues where
you want all stakeholders to find a
common ground, 1t"s doable. It took me
two years to get to a place for menu
labeling, two years, and 18 months to
work with all sides on the lead issue.

We ended up finding a win-win. We were
thoughtful. We met ad nauseam for weeks,
months, and years and tweaked legislation
until we could find a place where we

could keep all sides not exceedingly
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happy but at least comfortable with the
new public policy. And I believe that
that"s certainly doable here.

Thank you.

COUNCILMAN JONES: Thank you,
Counci lwoman.

Councilman Domb.

COUNCILMAN DOMB: Thank you,
Mr. Chairman.

Dr. Bettigole, thank you for
being here today. Question for you. Do
you know back when this was done, which
was before my time, 2011, was there any
type of economic impact analysis done on
what this would do to the businesses that
it would affect?

DR. BETTIGOLE: You mean the
passage of the tobacco permit law?

COUNCILMAN DOMB: Yes.

DR. BETTIGOLE: 1"m not aware
of an analysis. In terms of you mean the
permit fee?

COUNCILMAN DOMB: In terms of

the economics of the impact on those
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retailers that it might affect.

DR. BETTIGOLE: So what was
passed 1n 2011 was a law stating that
anybody selling tobacco -- and, by the
way, not just cigarettes, but any tobacco
product -- would have to have a permit.

COUNCILMAN DOMB: Right.

DR. BETTIGOLE: And I don"t
know of any economic analysis that was
done at the time, but I wasn"t with the
Health Department then.

COUNCILMAN DOMB: Right. But 1
think the one lesson 1"m learning from
this i1s that going forward when we do
these types of bills that impact health
Issues or whatever, we as a Council and
my colleagues should have that
information as to what®"s the impact on
both sides of the table, what"s the
impact to the people that are here, the
retailers, what"s the impact of the
residents of the City, so we can make an
educated decision on both sides of the

coin. Because 1 think that information
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IS Important. So I"m just recommending
that going forward, we need to look at
both sides i1in all areas. And then we can
still decide, but I think 1t"s helpful to
have that information.

Thank you.

COUNCILMAN JONES: Thank you,
Councilman.

Are there any other questions
for this panel?

(No response.)

COUNCILMAN JONES: Seeing none,
thank you for the enlightenment.

And, Ms. Williams, can you
please read the next panel to testify.

THE CLERK: Thomas Briant,
Executive Director, National Association
of Tobacco Outlets; Yvette Nunez, Vice
President for Civic Affairs, Greater
Philadelphia Chamber of Commerce; Tony
Payton, Jr., Franchise Government
Affairs.

(Witnesses approached witness

table.)
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COUNCILMAN JONES: So what 1™m
going to attempt to do is, we have an
aggressive panel of 27 more witnesses.
1*d like 1f we could summarize. 1 know
often that is difficult to ingest a lot
of good information, but i1f we can
summarize, that will be helpful and I
won"t have to use this clock.

MR. BRIANT: Mr. Chairman,
members of the Committee, my name is Tom
Briant. [I"m the Executive Director of
the National Association of Tobacco
Outlets, a national retail trade
association with member stores here 1iIn
the City of Philadelphia. On behalf of
our members, thank you, and 1711 be
brief.

Last fall when the Philadelphia
Board of Health discussed these proposed
regulations, | submitted a letter to the
Board because we had concerns with and
questions about the retail store density
limitations on the transfer of store

ownership.
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One of our concerns was,
according to their map, 12 out of 18
planning districts had more stores than
would be allowed under their ratio of one
store per 1,000 residents. Now, these
regulations would then mean that those
stores that were over and above the ratio
would suffer permanent and significant
diminishment of their iInvestment and
equity In the stores. Why would that be?
For this reason: |If the store were to be
sold and that store was in a planning
district where the ratio was already
exceeded, there"s more stores than
there®s supposed to be, then that new
retail buyer could not obtain a license
to sell tobacco products in that store.

I agree with the Controller®s
comments. The business model for a
convenience store requires two main
products to remain viable. One, gasoline
at the pumps. Two, tobacco iIn the store.
IT you don"t have both, you are not a

viable convenience store and you-"ll
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simply go out of business.

So 1T a new buyer cannot sell
tobacco products, they lose the 36
percent of sales In the store. But
that"s not all. 1It"s exacerbated. They
would then also lose the gasoline sales,
because you don"t have tobacco customers
coming Into the store. You lose the
snack sales and the beverage sales. It
spirals downward where 1t"s not viable
from a profit standpoint to maintain the
store and to be open as a retailer.

Now, there®s one real problem
here that 1 haven®t heard addressed
today, and i1t goes to youth access to
tobacco. | know we"re not talking about
health, but this problem goes to why
these restrictions are so severe. Let me
explain.

In 2016, the U.S. Food and Drug
Administration released the initial
findings of a major study called the
Population Assessment of Health and

Tobacco, PATH for short. That study
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found, as other studies have concluded,
that the majority and a significant
majority of underage youth obtained
tobacco products not from retail stores
but from what are called social sources.
Social sources are older friends,
adult-age siblings, parents, and even
strangers. It found in the FDA study
that 86 percent of underage youth
obtained cigarettes from other adults.
They give money to someone who i1s of age
to purchase cigarettes for them. They
asked someone for cigarettes or they
steal cigarettes.

Now, the Board of Health
regulations do not do anything to address
the social sources problem. But until we
all understand that that®"s the major
source of tobacco for underage kids, no
level of retail restrictions is going to
resolve the youth access to tobacco
problem.

IT the Health Department wants

to focus on youth access and youth use of
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tobacco, they need to focus their efforts
on social sources. Health advocates
generally do not do that. They
understand about social sources, but
their actions are directed at retailers
and retailer licensing rather than the
real underlying problem.

So for these reasons, we
respectfully request that the Board of
Health"s licensing regulations be
revisited, and perhaps social sources can
be a part of that and they can do a
campaign to educate adults not to be a
source of tobacco for kids.

Thank you.

COUNCILMAN JONES: Thank you
for your testimony.

Please.

MS. NUNEZ: Good afternoon,
Chairman Jones and members of the
Committee. Under the Chamber®s Roadmap
for Growth initiative, the Chamber has --

COUNCILMAN JONES: Would you

repeat your name again for the record.
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MS. NUNEZ: Good afternoon. My
name i1s Yvette Nunez, Vice President of
Civic Affairs for the Chamber of Commerce
for Greater Philadelphia.

Under the Chamber®s Roadmap for
Growth initiative, the Chamber believes
that economic growth and prosperity for
Philadelphia as a whole i1s dependent on
economic growth in our neighborhoods, and
It 1s with that belief 1n mind that we
present this testimony.

Much like members of this body,
the Chamber shares concerns over smoking
among children and teens. However,
regulations recently adopted by the
Philadelphia Board of Health have the
potential to harm local business owners
along neighborhood commercial corridors.
This 1s a cause for concern that merits
additional discussion.

As 1t relates to Resolution
170057, we appreciate the thoughtful
discussions authorizing the Committee on

Economic Development to conduct hearings
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concerning the Board of Health®s
regulations relating to the tobacco
retail licenses. After thoughtful
review, we discern the following:

Not all businesses and
retailers are alike. They range in size,
geography, and profit. An iIncrease in
tobacco permit fees and a cap on licenses
would hurt businesses while also
factoring In cigarette tax revenue
already levied at the state level.

These new Board of Health
regulations stop any new granting of
permits within 500 feet of schools and
create new density requirements as well
as density planning districts that will
prevent businesses from reselling their
locations with the ability to renew
tobacco permits and grandfather existing
retailers and permits issued or renewed
before January 1st. However, i1f a
business i1s sold, the permit doesn"t
transfer and, as a result, lowers the

value of the business upon sale to new
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owners.

We caution against legislation
that could have unintended consequences
for our economy. It is unknown what the
effect of this legislation would have
here in Philadelphia. We require a $2
cigarette tax and another $1 for state
tax. If the number of businesses selling
tobacco dramatically decreases, this will
hurt a valuable revenue stream for the
Philadelphia School District.

The Chamber urges thoughtful
and deliberate analysis when considering
broad business regulations. We are happy
to serve as a partner on this and urge
City Council to call on the Board of
Health to delay the density limits rule,
which limits permits to a defined
population area, and clarify when is the
earliest a retailer can apply for a
tobacco permit and when 1t will be
Issued.

Thank you for the opportunity
to testify.
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COUNCILMAN JONES: Thank you.

Mr. Payton.

MR. PAYTON: Good afternoon,
Chairman Jones and Committee members.
Thank you for the opportunity to come
before you to testify. My name is Tony
Payton. [I"m here on behalf of 7-Eleven
and the local store owners to share some
serious concerns.

So just for a point of
information, there are 53 7-Eleven
locations iIn the City, 94 percent of
which are independently owned small
businesses, and these local store owners
are committed to providing the best
service and convenient products to our
customers.

7-Eleven as a corporation has
invested i1n technology to prompt any
clerk any time a tobacco product is
scanned to check for ID. And what 1"m
hearing from the back and forth in the
hearing is that the regulations were

put -- they were adopted in December and
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they went Into effect February 15th,
without very much input from the people
that 1t impacts most, the retailers.
What 1 would respectfully ask of you guys
as a committee is to set the table where
some actual business owners can sit with
the Department of Health and we can work
out a compromise, as mentioned by
Councilwoman Reynolds Brown.

Another sort of thing that
Jjumped out to me in the resolution, the
lack of transparency with regard to how
they calculate the daytime population.
The daytime population goes into what
they consider the caps, and 14 out of 18
districts are already overcapitalized
according to their calculations. We"d
also like to weigh in on what constitutes
your population count, and we"d love to
sit with them to work through some of
those i1ssues.

And as a point of fact, you“re
not allowed to advertise outside of your

store. There"s advertisements inside of
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the store, but you"re not allowed to
advertise outside of the store, and
that"s one of the things 1 think that was
not sort of mentioned here.

So the big impact 1s when a
store i1s transferred, and that's
somebody®s livelithood and their
retirement. So 1T you guys could set the
table for us to have a constructive
dialogue with the Department of Health to
recommend some changes where 1t doesn"t
impact the ability to do commerce in the
City.

COUNCILMAN JONES: Thank you,
Mr. Payton.

MR. SUAREZ: Good afternoon.

My name i1s Fernando Suarez. 1 represent
about 1,000 grocery stores here in the
City of Philadelphia.

Mr. Payton brings a very good
point, and I"m In agreement with
Councilwoman Brown that something should
be worked out over time. Because I™"m

feeling the pain as an accountant, and an
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accounting company is normally the last
people to feel the pain, because they"re
a balance. They"re a mutual fund of
their clients.

In 2013-14, my company went
down 15 percent, 15 percent after 30
years of working and always building and
building. 1 listened to the street.
There"s a lot of people buying cigarettes
from outside the City of Philadelphia.
There"s a lot of people buying and
selling loosies more than ever, and the
actual policing of it i1s unjust. There"s
people that are obviously over 20 years
old are buying cigarettes and they“re
getting tickets for not asking for
1dentification.

So there®s two sides, and one
of the biggest sides -- | loved what the
Controller said. This Is a tax, taxes
because we need revenue for the City of
Philadelphia. Well, I"m going to give
you a real short story. Several years

back I went -- I had a problem with five
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clients. These clients were not being
charged their business use and occupancy
tax. So I went and I said, This can"t
be. And they weren"t being charged for
20 years. So they were being charged at
that moment for 20 years. So | said,
This can"t be, being charged for such a
long time.

I brought 1n about 300 new
applications for business privilege
licenses, and when I got there, the
person in charge did this, Don"t register
them.

What could 1 do? 1 represent
the City and 1 also represent my clients.

So what 1 propose i1s to
continue to sit down with Council and
talk about this i1n detail.

But on the tax side, the
enforcement of taxes, the enforcement of
the actual cigarette laws, they"re not
done equally and justly. So there needs
to be a large discussion on how much of

this tax revenue is really doing what
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It"s supposed to do. Are we really
charging and collecting the tax? We have
the tax. We"re the highest taxed city in
the country, | believe, and we just keep
going up and up In taxes, and I think we
should be taking a look at the other side
at the same time.

COUNCILMAN JONES: Thank you.

I always appreciate your insights, last
week, this week, couple years ago. 1 am
listening.

MR. SUAREZ: Thank you.

COUNCILMAN JONES: Councilman
Green.

COUNCILMAN GREEN: Thank you,
Mr. Chair.

I guess | just have a quick
question to follow up on the testimony of
Mr. Payton. You stated in your testimony
that some of the 7-Eleven store owners
have reached out to the Board of Health
to address their concerns and were not
able to have any conversation at all?

MR. PAYTON: That is correct.
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We submitted stuff and there was no sort
of response back. And I would also call
into question their method of outreach.
When these sort of things happen, you
know, a phone call would be nice or a
certified letter would be great, but many
of the business owners in the back can
testify that they never received
anything. And one thing that"s been
evidently clear, 1T they missed the
deadline by one day, their then tobacco
license i1s not enforced at that point.
It°s rejected. And I think that"s a
tragedy.

COUNCILMAN GREEN: Mr. Chair,
before this panel finishes, | just wanted
to know 1s i1t possible of having the
representative from the Health Department
to come and talk about the conversation
that may have occurred or may not have
occurred between representatives of this
industry and the Board of Health as they
were doing regulations?

COUNCILMAN JONES: Sure. Do 1
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see —- is she still 1In here? Is the
Health Department -- you were hiding.
Not hiding, but your head was behind
someone. Can you come up to the witness
table for Councilman Green®"s question.

(Witness approached witness
table.)

DR. BETTIGOLE: So iIn terms of
our conversation with the particular
industry or --

COUNCILMAN JONES: Can you pull
the mic to you and then repeat your name
for the record.

DR. BETTIGOLE: Yes. I™m
Dr. Cheryl Bettigole from the Health
Department.

COUNCILMAN GREEN: So just in
reference to as these regulations were
being drafted, what type of outreach or
engagement occurred between the Board of
Health and business owners In the City of
Philadelphia that may be impacted by
these new regulations.

DR. BETTIGOLE: Sure. So 1t
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wasn"t possible for us to call
individually all 3,000-plus retailers.
So what we did was a letter for each
retailer sent in October, but I
personally called retailer associations
and we also held a press conference to
try to make sure that anyone we were
somehow missing would be aware of that
regulation and a public hearing before
the Board of Health iIn order to give
people a chance to comment, in addition
to the chance to submit written comments.

COUNCILMAN GREEN: I™m
assuming -- and 1*m not sure 1f this
gentleman has testified or is going to
testify that there®"s a representative
here who 1s the Executive Director and
legal counsel for the National
Association of Tobacco Outlets, which is
the trade group at the national level.
My question is 1T there i1s a local
entity. And I understand you may have
called some and you had a press

conference, but if there®s a local trade
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group that could have had a conversation
between the Board of Health and the
representative body of those
establishments to at least engage some of
these questions.

DR. BETTIGOLE: So if the
National Association of Tobacco Outlets
has a local group, I"m not aware of 1It,
but they did submit a letter, which was
reviewed by the Board of Health, and I™m
trying to remember if they actually came
and gave testimony at the hearing. |
don"t think that they did, but 1"m not a
hundred percent sure.

COUNCILMAN GREEN: Okay. Wwell,
I guess i1In that regard, maybe there could
be an opportunity or a conversation
between representatives from different
organizations or groups from tobacco
retail outlets, 7-Eleven, other entities.
And that"s probably up to the various
professionals that are here representing
those groups to help convene that, but i1s

that a conversation that the Board of
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Health would be open to to discuss these
regulations?

DR. BETTIGOLE: So 1 should
probably clarify that | speak for the
Health Department but not the Board of
Health, which 1s an i1ndependent group,
although 1t"s chaired by the Health
Commissioner.

In terms of you mean future
conversations or past conversations?

COUNCILMAN GREEN: Well, just a
conversation between at least from the --
maybe the Health Commissioner and some of
these entities or the Health Department,
however that"s organized, just to have
that type of conversation.

DR. BETTIGOLE: Yeah. 1 mean,
we certainly iIn the lead-up to the
passage of the regulations really did try
to have dialogue with whoever we could
reach from the tobacco retail community.
I think one of the things that we"ve seen
Is that a lot of retailers became much

more iInterested after the regulations
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were 1n effect, unfortunately.

COUNCILMAN GREEN: Thank you,
Mr. Chair.

COUNCILMAN JONES: Thank you.

Our stenographer has been
typing now two and a half hours, needs a
five-minute break. We will be right back
in five minutes. Thank you all.

(Short recess.)

COUNCILMAN JONES: 1°d like to
reconvene this public hearing.

Ms. Williams, can you please
read the next panel to testify.

THE CLERK: Kyle Kramer,
Reverend Jesse Brown, Amanda lrizary, and
Alexis Carruth.

COUNCILMAN JONES: Thank you
all for your patience. Please proceed to
the witness table. Many of you have
testified before.

Good seeing you again,
Reverend.

And state your name and begin

your testimony, please.
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(Witnesses approached witness
table.)

MR. KRAMER: Good afternoon.

My name i1s Kyle Kramer. 1 am a Board
member for the American Heart
Association. And in the interest of
brevity, I will not belabor additional
facts. | am not here to ban pizza nor
cheese steaks and would prefer to move us
along quickly, because I"m sure you folks
would like to get home as well.

The Heart Association iIs here
to applaud the actions of the Board of
Health"s recent efforts to reduce youth
exposure to tobacco. And we recognize
that this 1sn"t about the public health
aspects of cigarettes, and that"s been
well established that they"re bad and we
don"t need to beat that horse iInto the
ground again. However, i1t is important
to recognize that access to tobacco
products, the advertising associated with
their sale, and exposure in general does

contribute to the overall influence of
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children.

When we think about youth, we
recognize youth transcending into
adulthood at the age of 18. However,
neurological iInvestigation does and
research does prove that the brain is
still developing well iInto the 20"s.
That being the case, the influences of
tobacco exposure and access to tobacco
products, which are highly addictive, do
contribute to the ongoing development of
addictive behaviors.

Now, in no way would the Heart
Association or myself personally wish
anything 11l upon the small business
owners throughout the Philadelphia
community. We want those businesses to
thrive. However, we do think that there
IS necessity to improve controls over the
access to and exposure to tobacco
products i1n youth, because the
Philadelphia area does have one of the
highest rates of smoking amongst youth

members across the country, especially in
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large cities. And In addition to that,
we recognize that that i1s borne out iIn
the fact that nine out of ten current
smokers tried smoking at the point at
which they were under the age of 18.

We know that each day over
3,200 youth do try cigarettes, and that
ultimately becomes a million per year
that have tried cigarette products, and
the 2,100 of those who try will become
smokers. And that"s three-quarters of a
million new teen smokers every year. And
1T we think about that in terms of
expense and the overall burden on
society, that"s a large cost.

As a consequence of that, we
believe that the authority that was
bestowed upon the Board of Health by this
City Council was 1n fact appropriately
utilized. Obviously there"s probably
more discussion that will take place.
However, we do think that the efforts to
curb access to and exposure to tobacco

products i1s important. We think that the
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authority has been utilized
appropriately, and we would applaud the
Board of Health for its efforts to
improve overall health, especially iIn the
youth members of our community, who iIn
fact are our future. And when we think
about the value of a license versus the
value of a life, 1 think there are a lot
of things that could be debated, and I
don®"t think any one of us would want to
see our own children®s life devalued and
potentially snuffed out by the likes of
being exposed to tobacco products.

So I thank you for your time.

I thank you for your efforts here today
and, again, In the interest of brevity, I
will conclude my comments.

COUNCILMAN JONES: Thank you so
much for that information and what you
do.

Reverend.

REVEREND BROWN: Councilman
Jones, Reverend Jesse Brown.

I guess my hat today i1s not
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only just to minister, but also a public
health advocate here in Philadelphia for
the last 30-plus years, | guess, now, and
particularly involved with the issue of
tobacco and tobacco control in the City
of Philadelphia.

I"m going to also be brief, but
first since we"ve already had an
opportunity to see the business owners,
1*d like, 1T we could, Councilman and
Chair, to have those folks stand who are
supporting this legislation who love our
children and who want to make
Philadelphia better all the way around.

(Applause.)

(Audience members standing.)

COUNCILMAN JONES: Thank you
all and thank you for coming. Whether
you agree or disagree on one side on the
other, when citizens, taxpayers come out
and present themselves, 1t"s always a
better thing when we hear from them and
not have apathy. So | appreciate you all

coming out today. Thank you.
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REVEREND BROWN: And much has
been made of the notion that what we need
Is a balancing act, and of course we"ve
been trying to do the balancing act for a
while. Part of the reason why we"re even
here today i1s because we have not
necessarily gotten all of the
participation and cooperation out of
retail owners within the City of
Philadelphia simply to fulfill the laws
that are there, which has already been
alluded to i1n various ways, such as
compliance checks, such as checking ID"s
and not selling cigarettes to Kkids.

Kids are buying cigarettes.

And I am always fascinated why some of
these folks decide that they are no
longer responsible for taking care of
those kinds of things. |It"s the kind of
work that we need to make -- It iIs the
reason why we have this law or that we"re
proposing these regulations or supporting
these regulations that the Health

Department has put out there.
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There"s also been a myth that
has been circulated. At least i1t"s one
that I haven®t been able to verify,
because 1 asked my colleagues about the
value lost i1n businesses when tobacco is
lost and what happens to those businesses
after that. And an analog to
Philadelphia would be a place like
Chicago, and 1 talked to a couple of
colleagues. Now, this was done very
quickly with some of my econometric folks
to determine what happened and what the
value of those losses were 1Tt they could
determine that and was there a
significant loss. And by every measure
that we have at this point, there was not
any significant loss of value for people
In those businesses. Yes, there were
individual situations where 1T you were
primarily selling tobacco and you lost
that ability to do that, that business
certainly was i1n jeopardy, but on the
whole, there was no revenue loss, there

was no tax loss in that individual
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business In that process.

So 1°d like to see some
empirical evidence right here of our
businesses i1In Philadelphia 1If that exists
as to what the value of those businesses
are, what happened before and what
happened after i1t someone has that
information. Maybe our Alan Butkovitz
may be able to produce that for us iIn
some real way so that we would have some
real information to be able to work with
on this.

But the regulations, quite
honestly, are modest. They"ve already
been pared back to some degree or another
In this process. Protecting kids from
tobacco and tobacco use is the number one
priority for the City, because the net
gain for the City i1s that we actually do
gain from less exposure to job losses
from tobacco use, healthcare costs, and a
few other things that go along with that.

And with that, 1"m going to end

my formal testimony iIn this process, but

Page 182

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




Committee On Commerce and Economic Development
March 7, 2017

© 00 N O O A~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

3/7/17 - COMMERCE - BILL 161015 & RES. 170057

I hope that -- oh, last thing I want to
add 1s, this issue is more than just a
business issue. It i1s a community issue.
It 1s a public health issue. And if
anyone 1s going to the table, we should
have an equal number of advocates at the
table assisting in the drafting of any
regulation that comes out. This is not
just about business. It is about our
children.

COUNCILMAN JONES: Thank you,
Reverend.

MS. IRIZARY: Good afternoon.

COUNCILMAN JONES: Good
afternoon.

MS. IRIZARY: My name i1s Amanda
Irizary. | work at Health Promotion
Council across the street at 15th and
Market for the Advocacy Institute. And
so I"m here today representing a very
underrepresented group, which 1s young
people, teenagers.

The young people 1 work with

and mentor are extraordinary at sharing
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their stories and expressing how the
tobacco i1ndustry has affected their
families, has affected their lives, has
torn families apart, has taken loved ones
away. And so these regulations
specifically as they relate to
prohibiting new stores from selling
within 500 feet of schools, with
enforcing stronger consequences for
stores that are selling i1llegally, those
are the regulations that I"m here to
focus on and to bring attention to,
because those regulations are simply
saying that young people should be
protected. Young people shouldn®t be
sold cigarettes.

Young people have extreme
access to tobacco products because there
are retailers in here, I"m sure, that
sometimes slip up and not see an ID or
check an ID or actually don"t even care
1T a young person is legal or not. This
IS very easy to become an us versus them.

This Isn"t an us versus you. This 1s a
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community issue about people and children
and young people whose lives are not
going to be fulfilled, that aren"t going
to be able to lead the City.

And when we"re talking about
commerce and we"re talking about money
and business and success, what good is
money and dollars and cents 1f there®"s no
young people there to live long enough to
see 1t, to see the fruits of their labor?

We"re talking about the future
of young people who have given
testimonies at these regulation hearings,
who have been at the Board of Health, who
have talked and shared their testimonies,
a young person right here who has spoken
about the 1mpact of tobacco and the
industry and how retailers are used to
lure young people to buy a product that
Is not safe at all. It"s a product that
kills, from the first smoke, from the
first inhale of a cigarette. This isn"t
like a piece of pizza where a diet can

help take back the consequences. This is
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a deadly product. This is a product that
cannot -- the consequences cannot be
revoked.

And this 1s about the children.
This 1s what 1t comes down to. We have
retailers In here that have youth. You
have children, and 1"m sure that you
understand the consequences of them
smoking the product that you"re selling.
And no one here 1s saying that you
shouldn®t be able to sell 1t. We"re
saying that you shouldn®t be able to sell
It to minors, to youth. They shouldn®t
be able to cross the street from their
school after school and see a storefront
and the candy next to a cigarette. They
shouldn®t be able to buy five cigarillos
for 99 cents.

We"re talking about equity.
We"re talking about the protection of
youth, who are influenced by tobacco ads
in the storefronts, who are affected by
culture and things and comments, like

commerce 1S more important than the
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public health of our community, and
that"s alarming.

We need to be invested 1In
youth, because those are the ones that
you"re giving your legacies to. Those
are the ones that are going to carry on
your business. Who is going to be left
to carry your business for you? And this
Is a real i1ssue. This is not about us
versus you. I"m here for youth and 1™m
here for us, for community. This is not
about dollars and cents. That should be
the last thing on our minds. This needs
to be about public health and the safety
of youth. There i1s a balance here.

These regulations are focusing
on following current laws that aren"t
being followed. Don"t sell to minors.
Check for ID"s. Don"t have more than
three violations in a year. Don"t be
within 500 feet of a school.

There®s youth that have passed
16 stores that they can recognize

immediately tobacco ads in the storefront
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windows on their way to school each day.
That has an impact on them, and the
impact costs lives. And these are the
stories that 1 hear every day at the
Advocacy Institute when 1 teach young
people. When they come up to me and say
why they want to learn about advocacy and
why 1t"s 1mportant to be a leader in
their community to fight for public
health, 1t"s because they care about the
loved ones that they"re losing every
year. That"s what matters. And it
shouldn®t be about business. Like who is
going to run the business when you®re
gone? Who is going to see it through?

It needs to be focused on
what"s at stake. What"s at stake is
lives. What"s at stake is health.
What"s at stake is a future of the City.
We"re all not going to be here in 50, 60
years. It"s meaningless.

I urge you to consider the
regulations that we"re talking about

right now and how they®"re going to
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protect our youth"s health, how they"re
going to affect more than ever anything
that we"ve seen up to now the future of
our youth and the access they have and
the subliminal messaging that they have,
with overt advertising that targets
low-income youth, that targets low-income
populations and people of color
specifically.

There"s some people i1n this
room that have the privilege of living in
suburbia where advertisement is not iIn
their face, 1t"s not blatant. And that"s
not the truth for the majority of the
people In this room. You come from
communities that do not have the luxury
of walking down the street and being
bombarded with advertisements. You have
the luxury of being able to say that my
parents knew well enough that they told
me cigarettes were bad and that 1
shouldn®t smoke. Some of our young
people don*"t have that luxury. They
don"t have the ability. They don"t have
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the education.

And 1 urge you to have a mind
of negotiation, of compromise, of
thinking about the health effects that
this has, not just on business. This 1is
not just about business. This i1s about
our young people.

Thank you.

(Applause.)

COUNCILMAN JONES: Whenever
young people come i1In these Chambers, |
always want to hear their viewpoint on
how the world works, because you are the
future. 1 will not be so tolerant with
folks that are over 25, because | don"t
trust you guys like I do them. So | want
to abbreviate the comments, 1t | can.

Thank you all.

Do we have any questions for
this panel?

COUNCILMAN TAUBENBERGER: 1
just want to say thank you for your
passion.

MS. IRIZARY: Thank you. And
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Alexis was the last person on the panel.

COUNCILMAN JONES: Oh, I™m
sorry, Alexis.

MS. CARRUTH: It"s okay.

COUNCILMAN JONES: Say your
whole name for the record.

MS. CARRUTH: Alexis Carruth.
And thank you for having me today.

Amanda just kind of tackled
everything that 1 was going to basically
say. | actually am a former youth
surveyor with Health Promotion Council
and 1 worked with them from 15 to 17
years old. I am now 19 years old. While
I was working with them, 1 got sold a
lot, a lot, even just as being 15. And
when I became 17, it became even worse.
They stopped checking ID"s. And actually
to work with Health Promotion Council,
you have to be issued a state ID. You
cannot work with Health Promotion Council
without a proper state ID, so --

COUNCILMAN JONES: So do 1

understand you did some of the testing?
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MS. CARRUTH: 1"m sorry?

COUNCILMAN JONES: Did you go
and purchase cigarettes?

MS. CARRUTH: Yes. Yes. Going
to different stores assigned by the City.

Some merchants, they do check
ID and they still sell. Some merchants,
they don"t check ID and they just sell.

Even being behind the scenes
like me being 19 now and just beilng at a
store being behind a younger person,
sometimes |1 see kids that can"t be no
older than 14 and they®"re getting sold
tobacco products. And to me, 1 think it
i1s really a concern not only for this
generation but even the generations to
come. And it is a great effect, because
a cigarette, i1t contains chemicals that,
point blank, period, that isn"t healthy
for you. It contains rat poisoning,
finger nail polish remover, different
stuff that you can"t digest 1T you drink
It by yourself or eat i1t by yourself.

And 1 just think that it"s a
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big 1ssue that needs to be resolved. And
like Amanda was saying, we"re not trying
to attack the merchants. We"re not your
enemies. We just want a little bit more
construction of not selling to minors. |
don"t care -- well, I"m not for
cigarettes. | don"t care for cigarettes,
but 1 don"t really have anything against
tobacco selling. Like they can sell
their tobacco, but why are we selling
tobacco to minors? Why are we selling
tobacco to 12, 13, 14, 15, 16, 17 year
olds? It doesn"t make sense. You know
what 1 mean? And then even with them,
I*"m pretty sure that they have children
as well, as Amanda was saying. They
don"t want their 12-year-old smoking
tobacco or not. Not even cigarettes, but
Black and Milds. 1"ve got sold Black and
Milds, Dutches, different stuff that --
you know, Dutches isn"t a cigarette.

It"s something probably that i1s going to
be used for an i1llegal substance, and

they just don"t care sometimes. And I
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just think that that i1Is an i1ssue, because
1T they were iIn that position, they
wouldn®t want their children to be sold
tobacco products.

COUNCILMAN JONES: Thank you.

Any questions?

(No response.)

COUNCILMAN JONES: One comment,
and as Chairman, my responsibility is to
be the neutral arbitrator of ideas and
Issues, so I"m trying, but one thing that
kind of gets under my skin, and 1"ve seen
that at a number of stores, the product
Hood Wrap, which 1s a tobacco product to
be used for marijuana, 1s marketed in
what 1 think is a disrespectful way. And
so that"s one of the Images that are
bombarding our kids. It"s almost like
iIt"s a chewable, edible candy, something
like that, and that 1 think we can do
better. We can do better.

Again, when you sell loosies,
when you sell them to kids, you might as

well be perpetuating their demise. 1 see
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pipes in stores sometimes, right where
kids -- right near where kids are going
to get gum.

Everyone has a right to a legal
living, but treat the neighborhood in
which your store i1s like you would your
home, like you would your personal
neighborhood, like you would do towards
your personal children. And 1f not, then
I do have a problem with that. All
right?

Thank you, and thank you for
your testimony.

Who i1s the next panel of folks
to testify?

THE CLERK: Erica Vasquez,
Davinder Singh, Bilal Barqgawi, and
Manzoor Chughai.

MR. MANZOOR CHUGHTAI :
Chughtai.

THE CLERK: Sorry.

COUNCILMAN JONES: We"re going
to make sure you state your name for the

record, but thank you for your patience
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and thank you for taking time off of your
business to come down and let your
opinions be known. | appreciate it.

So whatever order, state your
name and begin your testimony. Ma"am.

MS. VASQUEZ: Good afternoon.
My name i1s Erica Vasquez, a program
specialist for the American Lung
Association. 1 would like to thank the
members of the City of Philadelphia®s
Commerce and Economic Development Council
for the opportunity to testify in support
of the proposed new regulations to the
tobacco retailing license.

In Pennsylvania, the annual
healthcare costs directly caused by
smoking are 6.38 billion. The state and
federal tax burden for residents from
smoking-caused government expenditures
amount to $1,023 per household.
Additionally, the Medicare costs caused
by smoking in Pennsylvania total 2.07
billion, and smoking-caused productivity

losses 1n Pennsylvania is 5.73 billion.
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What 1s more concerning is that
the amount are not reflective of health
costs caused by exposure to secondhand
smoke, smoking-caused fires, smokeless
tobacco use or cigar and pipe smoking.
Tobacco use also imposes additional costs
used such as workplace productivity
losses and damages to property.

Tobacco-controlled policies
that targeted tobacco at the point of
sale 1s a recommendation best practice
identified by the American Lung
Association. We also know that the
retail environment is the primary avenue
for tobacco marketing, accounting for the
vast majority of advertising and
promotional expenditures. A U.S. Surgeon
General concluded that tobacco
advertising and promotion directly caused
both the initiation and progression of
tobacco use among youth.

Despite laws 1In every state
making 1t 1llegal to sell tobacco to

minors, each year an estimated 924

Page 197

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




Committee On Commerce and Economic Development
March 7, 2017

© 00 N O O A~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

3/7/17 - COMMERCE - BILL 161015 & RES. 170057

million packs of cigarettes are consumed
by minors ages 12 to 17. While tobacco
advertising on television, radio, and
billboards i1s restricted, advertising iIn
the retail environment, including iInside
and outside, and on the retail outlet
property i1s largely unregulated.
Point-of-sale marketing
Increases average tobacco sales by one
percent. It undermines quit attempts by
encouraging impulse purchases. A
four-country study found lower levels of
impulse buying In countries where tobacco
displays are banned as compared to
countries where tobacco displays are not
banned. Additionally, there is a strong
evidence of disproportionate tobacco
marketing in low-income, minority
communities. A study published iIn the
Archives of Pediatrics and Adolescent
Medicine found that retail cigarettes
advertising iIncrease the likelihood that
youth would initiate smoking. Tobacco

industry pricing strategically led to
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Increases In smoking initiation,
experimentation, and regular smoking, and
that reducing retail marketing practices
would significantly decrease youth
smoking.

I would like to call special
attention to a recent report released by
the Center of Public Health Systems
Science at Washington University and the
Tobacco Control Legal Consortium, which
describes 30 strategies aimed at limiting
the sale and marketing of tobacco
products in the retail environment.
These iInterventions can be part of state
and local comprehensive tobacco control
programs. They are organized Into siXx
broad types of interventions. One,
reducing and restricting the number,
location, density, and types of tobacco
retail outlets; iIncreasing the cost of
tobacco products through non-tax
approaches; implementing prevention and
cessation messaging; restricting

point-of-sale advertising; restricting
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product placement; and, six, other
point-of-sale strategies.

These mechanisms can be used to
implement point-of-sale strategies, which
include state and local laws, licensing
laws, zoning, and conditional use
permits.

When 1mplementing point-of-sale
interventions, preemption must be taken
into consideration. In Pennsylvania,
local ordinances are preempted with
regard to the distribution of tobacco
products to minors, restrictions of
retail sales of tobacco products to
minors, and the sale of tobacco products
through vending machines to minors.

The City of Philadelphia is
taking the appropriate measures to
address point-of-sale interventions, and
we applaud the efforts of this Committee
and urge your support on these new
recommendations. Point-of-sale
restrictions are internally recognized as

key components of long-term tobacco use
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reduction. Investment by the tobacco
industry at the point of sale needs to be
addressed, primarily known -- and because
of the known point-of-sale influence on
those who may initiate smoking and on
those who may delay quitting.

Thank you for your time.

COUNCILMAN JONES: Are you
done? Thank you.

COUNCILMAN TAUBENBERGER: Thank
you.

COUNCILMAN JONES: Appreciate

Next witness, please state your
name again.

MR. MANZOOR CHUGHTAI: Chair
Jones and member of Committee, thank you
for allowing me to testimony today. My
name i1s Manzoor Chughtai. [1"ve been in
7-Eleven for 30 years, and I"m here to
ask for your help because the new tobacco
regulation passed by the Board of Health
financially hurt the value of my

business. 1°"m responsible for tobacco
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and grocery product retailer. My store
employees are trained and provide a
friendly service and cleanness to our
customer.

Under the new tobacco laws,
when 1 go to sell my business, I will not
be able to sell my business, and i1t 1is
going to be -- lower the goodwill, and
also we wondering why back in December
only few people -- we find out the one
day before the meeting the Board of
Health has hearing at the City Hall
building across the street, and we did
not get any -- we did not get any letter
in the mail and also we were notified
from the Board of Health and we just
showed up and there was just preliminary
hearing and then they said we will get
back to you in the future, and after
that, we never got nothing. The only
thing we got i1s In February they passed a
law that we cannot be able to renew our
license and we cannot sell our business.

And 1"ve been iIn this country since | was
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15 years old and | have two businesses in
City of Philadelphia, and one of my
stores tobacco products sale i1s about
$800,000 a year and the other store 1
have $330,000. And if I lose those
tobacco license and the sales In my
stores and I will lose some other sales
also with 1t, food, coffee or anything I
sell in the store, 1 will not be able to
sell my business, and that is my
childhood. I work hard. After two years
I graduate from Temple and 1 started my
business. And I say maybe when 1 get
old, that will be my retirement 1f 1 can
sell my store. And as of today with the
City and health regulation, I will not be
able to sell my stores.

So, please, I will ask the
Councilman and the Chairman, please
consider us to have this license back.

Thank you.

COUNCILMAN TAUBENBERGER: Thank
you very much.

COUNCILMAN JONES: Thank you.
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Please begin your testimony.

MR. BARQAWI: My name is Bilal
Bargawi. 1"m the Vice President of the
Delaware Valley Franchise Owner
Association. First of all, 1 want to
start thanking you for listening to us
and 1 want to take a little bit more time
to specify -- 1 know that your time is
very important. 1 know. 1 know.

First of all, we are not
here -- 1"m talking to them. We are not
here -- we love our kids. We love our
children. We obey rules and regulations.
We respect everything.

The Health Department -- 1%ve
been In this business since 1991. |1
invested -- 1 love City of Philadelphia
and I love our kids, and we love to
invest in the City, and we invested a lot
in the City.

The Health Department since
1991 have been, to this year, they have
changed a lot of rules, and we respect

that. Anything that they want to come up
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with, I respect that. You do that. You
do this. They talking about the minor.
Please, 1| beg you, punish anyone who
sells to minor.

I am part of the 7-Eleven. |
was with Sunoco and 1 have Lukoil also,
but don"t give my business to Bucks
County. Don"t give my business to
Montgomery.

You®"re talking about the law.
I have evidence that what 7-Eleven have
implemented. 7-Eleven, we have our own
secret shopper that they come to the
store to check on us on a monthly basis.
Here 1s a record for nine years
consistent. Here iIs a record, and 1
would love to give It to you guys. Just
look at 1t, how much my store in City of
Philadelphia have passed and how many
times did I fail over nine years. And
here 1s a letter from the Health
Department on my store thanking me that
they check on my store and 1 passed. So

what minority you are talking about?
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(Applause.)

MR. BARQAWI: We are not here
to talk about my business. 1"m here to
talk about my life. 1In 20 days from now,
I will be 60 years old. 1In four or five
years, | want to give this business to my
kids. My son was in charge on 21
locations of Citizen Bank. Guess what?

A year ago he decided to quit and he want
to take over my business. Do you know
what my son is doing right now? A month
ago when he heard about this, he said,
Dad, I"m not going to take this business
anymore.

IT 1 don"t have a cigarette
license, 1"m not going to be able to sell
my business. | invested $450,000 for
this business. You®re telling me -- just
to correct the Controller when he said
the business will go to half, 1t will go
to 10 percent, no, sir. No,

Mr. Chairman. It will go to zero. A
convenience store without tobacco

license, without cigarette license means
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nothing.

My store i1s iIn his parents --
your parents bought on Oxford Avenue.
That"s where my business i1s, Oxford and
Large, 5259 Oxford Avenue. What am I
doing after that? As i1f I1"m telling my
kids 1"m 65, please come and pay for me.

I have a business that"s worth
halft a million dollar. Now 7-Eleven will
not take 1t. 1 will not be able to sell
it.

I have done everything
possible. Yes, somebody does a mistake?
Punish him. I"m with you. Any rules and
regulations that states anyone who sells
to minor, we"re going to take his license
for the year or something, but you cannot
make all of us be punished for something
like that.

I*m begging you, 1™"m begging
you, please, Mr. Chairman, 1"m begging
all of you, look at this law. It"s not
fair.

We are with you. You said that
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don"t sell to minors. We don®"t want to
sell to minors. |If he"s bad, punish him.
IT 1 am bad, punish me. But you"re
telling me not to sell tobacco? You are
telling me -- | represent also the Lukoil
dealers. They have on City Line Avenue,
Mr. Chairman -- i1f you are from
Philadelphia, you know. This side is
Philadelphia. Across the street 1is
Montgomery or Bucks County. You are
telling me take my business from my
lovely, hot City of Philadelphia, give it
to Montgomery. |1 don"t want to do that.
I*m not going to give it to Bucks County.

Last year 1| was part of the --
I came over here and 1 met the lady who
was behind the $20 raise in tax in
cigarettes. 1 looked at her, and I gave
her two pieces of paper. 1 wish 1 had
the time. And 1711 give i1t to you. |1
gave her two papers. She said, What is
this? One paper i1s showing the data of
the cigarette up straight and one is

showing down. And she said, What 1is
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this?

I said, This 1Is my both stores.

She said, And?

I said, This iIs my store 1iIn
City of Philadelphia where the tobacco
cigarette sale i1s bing, and this is my
Bucks County. 1It"s showing way up.

Thank you, as 1f 1"m taking this business
from my City of Philadelphia and 1 move
It to Bucks County. Is that fair? Is
that fair? What did that do to the City
of Philadelphia? Yet they want to punish
me and they want to take my business and
they want to take my money. They want to
take my Investment.

What will happen to my
employees? | have eight employees
working for me. If 1 lose this license
and 1 won"t be able to sell the business
or move 1t to my kids, guess what? Eight
would be homeless. Eight will be on
welfare. Eight will be on unemployment.

Plus another thing, 1 want to

talk to the doctor, if she"s still here.
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They are talking about that they are
going to grandfather the license. That"s
not true. 1 have in evidence of some
dealers i1n Lukoil, they have asked to
renew 1t and now they denied them. They
sald because you are late and because you
are having School District next to you.
And he 1s the gentleman, he"s sitting
next to me. He"ll talk about himself.

So what they are doing --
somebody who is late, charge him, hundred
to $300 for the license, but you cannot
say, Oh, we"re not going to renew it,
just like that. And the poor guy every
day the City of Philadelphia because he"s
selling cigarettes without a new license,
they"re charging $75. Is that fair? All
of the sudden somebody took a decision no
more selling and we are not going --
we"re going to shut you down. Why?

It"s affect on my tax sales.
It"s affect on my payroll tax. It
affects on my -- I"m telling you, my

store used to make $6,000 of sales tax.
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My average right now is 3,800, 4,000.
Who lost the 2,000 sales tax? You.

My average was $3,000 of BPT,
business privilege tax, average a year,
3,000. You know how much I paid my taxes
two days ago? 1,800. Thank you. You
saved me $400. Guess what? This is out
of your budget.

Please, we beg you, look iInto
It fairness. Make them happy and make us
happy -

Thank you.

COUNCILMAN JONES: Thank you.

(Applause.)

COUNCILMAN TAUBENBERGER: Thank
you very much, sir, and that®"s why we"re
having this hearing.

Councilman Jones has to go, but
I also want to acknowledge Councilman
David Oh 1s here with us as well.

For that reason, what you had
just said, i1s the reason we"re having
this hearing, so it"s on the public

record and other people can hear it.
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Now, there®s a lot of Important
things have been said. The youth 1is
very, very important as well. 1 learned
some things about how things are marketed
to the youth, and I think without
question, to talk to my people that have
come for that reason, we should fine
people that sell to the young people. In
fact, maybe i1t"s not high enough. Maybe
It"s not. So we will take a look at
that. But also In fairness, there iIs an
economic industry here and you have
played by the rules. You have brought
forward years of exemplary service, of
checking and doing all the right things.
That 1s so noted by this Councilmember
and others that are here. So that"s the
reason we"re having this hearing.

MR. MANZOOR CHUGHTAI:

Mr. Councilman, 1f you look at the back,
you will see the date of every
transaction and the name of the employee.
And the two incidents that | have over

here 1n nine years, those employees have
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been fired, because 7-Eleven, they are
very, very tough on us as a corporate
store. Any employee that we hire,

Mr. Councilman, any employee we hire, he
has to sign the paper.

COUNCILMAN TAUBENBERGER: 1
think that®"s very important.

MR. MANZOOR CHUGHTAIL: If you
sell to a minor, you"re fired. No joke.
They know that.

COUNCILMAN TAUBENBERGER: Thank
you.

Next witness, please.

MR. DAVINDER SINGH: Good
afternoon, everyone. My name i1s Davinder
Singh, and 1 just would like to say only
one thing, that I have to shut off my
business just because of that new thing.

Last panel someone was saying
that there i1s no any kind of impact of
tobacco on this kind of business, but
like here, like in the convenience store,
gas station, everything i1s working on

very little margin, and It iIs very, very
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important in the store, like tobacco --
for tobacco product plays very important
role in that. And right now 1f I will
talk about myself, 1 will not see any --
like any story or anything. I will talk
about myself, that the City, that they
are not renewing my permit. And 1 know
that they"re not renewing my permit. |
Jjust shut off my business, because I
don"t want to do any kind of violation.
I didn"t do any kind of violation. 1
don"t want any violation. 1 just don"t
want to do everything in fear.

In last two years, | don"t
think like we sell even any single thing
to minor. So like if any —— i1f I will
say that -- my kid is just three year
old. 1 will say like 1Tt he will be 19
and he will go to the store and asking
for tobacco and first 1 will tell him,
no, this is not good, this is not good
for health, this is bad, so you should
not do that. But iIf he"s doing second,

third time, then I will -—- I can"t close
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their store. | can"t tell them shut
down.

We should do something else.
We should do definitely something else.
We should actually like to do awareness
in the kids, awareness in the schools, do
something else, but we should not like
put a bad effect on the business. Like
we should not make a business out, you
know .

Thank you.

COUNCILMAN TAUBENBERGER: Thank
you all very much.

Any questions from the
Committee?

(No response.)

COUNCILMAN TAUBENBERGER: Thank
you. Thank you very much.

THE CLERK: Next to testify,
Andrew Teitelman, Teitelman and
Associates; Magbool Khokhar; Hagnhawaz
Chughtai; Balwinder Singh; Faheem Zarin.

(Witnesses approached witness

table.)
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COUNCILMAN TAUBENBERGER: You
can start from left to right, 1f you"d
like.

MR. TEITELMAN: Your left?

COUNCILMAN TAUBENBERGER: It
was actually my left, but it could be
your left, just so we have some semblance
of order. Andy, we"ll start from my
left. 1711 take the prerogative of the
Chair and we"ll move over. Andy, from
you over.

MR. TEITELMAN: May we begin?

COUNCILMAN TAUBENBERGER: Yes.
And please state your name for the
record, please.

MR. TEITELMAN: Good afternoon,
members of the Committee. My name is
Andrew Tertelman. | am an attorney here
in the region, Philadelphia, Bucks
County, Montgomery County mostly. My
practice focuses on commercial
transactional. In other words, 1
represent businesses iIn their

transactions and their litigations.
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I was Invited to speak with
members of the business community who own
the small retail and sundry stores,
7-Eleven®s, that are affected by this
regulation, and 1t kind of morphed into
being invited to speak today through
Councilman Taubenberger®s office, and 1™m
happy to do that.

It"s been iInteresting sitting
through this entire hearing, because I
have not heard really anything from a
principled standpoint that 1 disagree
with. 1t"s impossible to say we don"t
want to see our youth stopped from being
exposed to tobacco. It"s also impossible
in a free society for our children not to
be exposed to bad things, and there i1s no
statute, no ordinance, and no regulation
that will stop that or human nature.

And smoking, I have a personal
relationship with smoking. | smoked for
part of my adult life, and I managed to
quit. Both were decisions that | made

personally, and 1 will tell you that
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regardless of whether 1 was iInfluenced to
buy a brand because 1 saw advertising
back when they were allowed to really
advertise or a billboard In a store or a
display 1n a store, | can"t answer that.
The subliminal parts, I don"t know, but
the conscious parts | am very well aware
of.

I have never smoked a cigarette
unintentionally and 1 quit quite
intentionally. I"m in my 50th year of
not smoking, and I*"m very grateful for
that choice that 1 made, but that"s what
this i1s all about.

I*m looking at the 2011
ordinance, which i1s Bill No. 110374, and
this was the actual licensing ordinance
that set up the requirement for a tobacco
license in order to sell tobacco
products. [I"m also looking at the
current regulation that we"re here to
talk about today, which i1s entitled
"Regulation Related to Tobacco

Retailing,” and i1f 1t wasn"t called the
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regulation, I can"t see the difference
between this and the ordinance In terms
of 1ts scope and i1ts breadth.

As a lawyer who sometimes is
required to deal with administrative
legal principles, 1 can tell you that my
understanding of regulatory law is, the
regulation is supposed to implement the
statute or the ordinance, make i1t make
sense, make 1t intelligible, make it
something people can comply with and
follow. This regulation isn"t anything
like that. It completely trashes the
actual underlying ordinance and supplants
through the regulatory process, which is
not the legislative process, a whole new
set of rules, and 1t does so -- and this
Is the part that I find most disturbing.
It does so in the fastest possible
fashion. 1 don"t think I"ve seen
anything, not an ordinance for sure, move
through City government quite as quickly
as this regulation did. It shows up on

the books In September of 2016.
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Apparently whatever public hearings and
announcements were made and discussions
that were held were completed in October
of 2016. And 1 think we heard the good
doctor say that there were maybe 50
representatives of the community there
and possibly, her guess was 15 of them
may have represented the retailers who
are directly affected by this —- 1I™m
going to call 1t ordinance, because
there®s no other way to look at 1t. It
completely turns the law on 1ts head.

So that 1s not a public
vetting, a public airing or an
opportunity to be heard by all members of
the affected community, and it"s nowhere
near what these nice people were talking
about i1n terms of getting the iInterest
groups together and coming to a
compromise. This IS no compromise.

This 1s reducing -- 1t my
numbers are correct, and I"ve only just
gotten all of this, there®s a couple of

numbers that | found confusing. Number
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one, Dr. Bettigole in her testimony
talked about 3,500 Philadelphians who
apparently die from tobacco use iIn a
given year, and yet the very regulation
that she®s promoting and her department
Is promoting talks about 2,000 people
dying 1in a given year. Now, that
discrepancy is not to embarrass the
Department of Health. Rather i1t"s to
point out that old saying about figures
and truth. And I"m not saying anyone 1is
not telling the truth here, but 1f we
can"t get the reason for having this
ordinance right or the regulation right
In 1ts very first sentence compared to
the testimony i1n support of i1t, then
maybe we need to take a breath, step
back, take i1t out of effect today. Let
these people know that for the time
being, their businesses can function
normally while we take the suggestion of
the folks who are concerned about our
youth and get everybody In the same room

so they all know in advance to be there
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and have an opportunity to be there. Let
this loose coalition elect some leaders
who can come in and speak for them, and
let the City do the best that i1t can do
to protect the businesses that allow for
the jobs that the youth eventually will
have and hold as they grow up.

The statistics for our city are
very sad. | did a very quick research
piece.

I was born in 1959 here iIn
Einstein Hospital. At that point, we had
in the City, in 1960, 2,002,000 plus
residents. In 2016, which was the last
year | could find quickly, we had
1,526,000 residents. Now, that may not
sound like a lot, but look at the size of
the population of our country and how it
has grown.

IT you take the per capita rate
of growth In the United States and then
factor that with the shrinkage in
Philadelphia -- and, by the way, not the

tri-state or the county area. That has
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not shrunken. That"s important. The
City population that has shrunken. And
you"ll start to wonder -- you"ll start to
understand why -- good iIntentions, no one
can accuse anyone of not having good
intentions with this regulation, but good
intentions pave certain roadways to bad
places 1T that"s what guides people
without common sense.

I*m not even going to argue
with the statistics. They"re not listed
here where they come from, but i1t looks
like the goal here 1s to reduce the
number of licensed tobacco retailers.
That creates all sorts of legal problems,
because you have taking -- you have the
City of Philadelphia potentially being
liable -- forget about where they lose
lawsuits, by the way. The cost of
litigating the equivalent of an -- not
adverse possession; condemnation, because
that"s what you"re doing, you“re
condemning these businesses. You're

going to have to pay them for that at
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some point. And even i1If the courts say,
no, you don"t, what"s the cost of
litigating to that result? Do we really
need that? Is that how we want to decide
things in the City?

I know as a lawyer, | feel like
I"m a failure 1T 1 end up In a courtroom
to decide a dispute. When you have to
turn to a bunch of strangers to figure
out the answer to questions that you"re
having with another person, the two
parties have failed, because that"s
better than the alternative, but it"s a
lousy way to decide things.

So 1 am here today to advocate
for the City, not the youth advocates and
not the business, although 1 do favor the
business position on this, not
willy-nilly, but because they“re right
about the process. The process 1Is wrong
that took place here. They deserve an
opportunity to be heard. And thank you,
Councilman Taubenberger, for providing

this opportunity. But i1t"s not enough.
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We need to get to the next level.

So with that, 1"m going to
conclude my remarks. 1 think what we
need to do today, iIf nothing else, 1is
table this regulation, stop i1t, freeze
iIt, come back and look at it again and
come up with something that does work.

IT there"s tobacco that"s mixed
in with candy, that needs to stop. |If
there are stores that are not following
the good behavior that the people here
have testified about with the green cards
and passing those tests, they need to be
stopped. Raising the cost, that"s the
one thing I can agree with here, because
apparently that"s going to go to
enforcement. That may be a good idea,
raise the cost of the licensure, get more
secret shoppers out there to stop the
abuses. But we could accomplish all the
goals that the people want without
destroying a segment of our business
community, and that"s what the obligation

of this Committee and Council iIn general
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is.

Thank you.

COUNCILMAN TAUBENBERGER:

Mr. Teitelman, thank you for your
testimony and thank you for the kudos,
because that®"s important that everybody
be heard.

And, Mr. Tertelman, 1 do have
one quick question and, that i1s, in your
legal opinion, do these new regulations
which were developed by the Health
Department open the City of Philadelphia
to civil claims by these business owners
that are here today and others that are
not here today?

MR. TEITELMAN: Councilman, 1
did touch on that, and the answer 1is
absolutely, yes. One of the tasks that I
had was to see what potential avenues of
relief the business community would have
from this regulation and, frankly,
litigation 1s the only avenue at this
point.

And just along the timing

Page 226

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




Committee On Commerce and Economic Development
March 7, 2017

© 00 N O O A~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

3/7/17 - COMMERCE - BILL 161015 & RES. 170057

lines, we want to throw one more thing in
there. By January -- excuse me. By
February 15th -- we"re now past that by
almost a month. By February 15th, all of
the rights of the tobacco retailers under
this new regulation were set iIn stone.
They were either grandfathered or they
weren"t. And that"s i1f 1"m reading it
correctly. And that"s the other thing, I
don"t care what language those letters
went out in. I am a lawyer. 1 had to
read it five or six times before | even
got a grasp of what 1t meant. Can you
Imagine what a busy business person
without that kind of training goes
through 1n order to figure out what these
regulations even mean?

I think that we need a fairer
process.

COUNCILMAN TAUBENBERGER:
Mr. Teitelman, thank you.

Please state your name for the
record.

MR. HAQNAWAZ CHUGHTAIL: Thank
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you, Councilman. My name iIs Hagnawaz
Chughtai. 1 have a store iIn Kensington
and Ontario. 1™"m the only one open at
nighttime. Nobody is around there.
Where are those people going to go i1f 1
lose the license iIn case?

Now, we"re not here to support
the sales to the minors. |I™"m totally
against 1t. We never sold any cigarette
or tobacco product to the minors, and we
know that, and we appreciate you guys*”
concern about 1t, but here we are here to
support our goodwill In case where they
grandfathered the license. Tomorrow if 1
decided to leave 7-Eleven or 7-Eleven
decided to get rid of me, I cannot sell
my —-- 1 cannot sell my business to
anyone, because nobody Is coming to buy
the business. So that"s my concern.

Thank you very much for
listening.

COUNCILMAN TAUBENBERGER: Thank
you.

MR. BALWINDER SINGH: Good
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evening. My name is Balwinder Singh.
Thank you for allowing me to testify
today, Councilman and the Committee.

COUNCILMAN TAUBENBERGER:
You"re welcome.

MR. BALWINDER SINGH: 1 got a
store right on the border of Montgomery
County and Philadelphia. Folks here you
know. And before the cigarette and soda
like grocery tax, 1| was doing almost
5,500 a day, and now -- 1 used to have
eight to ten employee, and the sale of
aftermath of soda tax and the cigarette
tax, my sales went from $5,500 to $2,500
a day. 1 got three employees instead of
eight. And 1f the new regulations pass,
you know, my business is going to fall
from —- like $1.6 million total to like
be doing only like $800,00, $900,000 a
year, you know. So | want to be able to
sell that store without the cigarette
license, and that"s deeply my concern.
And In my 17 years with -- I got 17 years

in 7-Eleven. We never sold to minors,
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you know. And we got technology and, you
know, the system to train employees, and
every time somebody buys a cigarette, we
swipe i1t, you know, through the, you

know -- they see anybody under 35.

COUNCILMAN TAUBENBERGER: Thank
you very much.

MR. BALWINDER SINGH: Thank you
so much.

MR. ZARIN: Good evening. My
name i1s Faheem and I"m a franchise of
7-Eleven, location at 9th and Market.

I*m already new with 7-Eleven. 1 just
start like two month, late in November
2016.

I done business In many
different state. | grew up with a
business, my family business, and when we
talk about a convenience store, on my
work, I will say i1t start from the
tobacco product. If it"s not tobacco
product, there"s no convenience stores.
This 1s what 1s backbone to any

convenience store, as we are now.
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Since 1"m coming to
Philadelphia, 1 found City of
Brotherhood, Brother Lovelihood, 1 know
some money and within two months, my
business value i1s really devalue, because
I can"t transfer my license to the next
person or we have issue because of school
next to us or some other people have the
same kind of issue.

I will just consider one thing.
I*m 30. 1 have my whole life to go. |If
this Philadelphia city do not welcome me
as a businessman In my age and scare me
away from City, 1 will really consider
that the people who run the City, they
should think people like me who want to
invest their money i1n the City, they will
get scared and go away from the City.

I will really appreciate 1T you
guys can help us to look over again this
rule. 1 will strongly agree in
supporting the -- against minor sale,
against anything going against the rules.

I will strongly agree and say to the
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City, there"s other way.

I"m not here to suggest
anybody. 1 just tell you my side of
story, but 1 will at least say one thing.
IT we can make one person against a
cigarette, we can teach our kids to talk
about the same way. So there"s other way
to go around and find a midway which 1s
good for the businessman and the people
who really don"t like cigarette or
smoking.

I*m not a big fan of tobacco.
I"m not a big fan of people who love
tobacco. | do smoke. Bad thing. But
It"s not a right way i1n point of view to
me. You"re just taking the license from
somebody who lost business from last 20
year or 30 year or 10 year or just like
me, from two months, and just all the
sudden somebody come and say you can®t
get the license or you can"t sell your
business, and 1f you sell, 1t"s not going
to be transferred over to the next

person.
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So I just really appreciate if
you guys really look over again to the
bill and help us, please.

Thank you very much.

COUNCILMAN TAUBENBERGER:
You"re welcome.

Thank you all very, very much
for your testimony.

Are there any questions?

(No response.)

COUNCILMAN TAUBENBERGER: Will
the Clerk please read the next witnesses.

THE CLERK: The next set of
names, Mohammad Kazmi, Parwanat Khan,
Bhagwant Bhatti, Harbar Riar.

(Witnesses approached witness
table.)

THE CLERK: Could we add
Mr. Hassan Ulhaq to this list, please.
Is he here, Hassan?

(Witness approached witness
table.)

COUNCILMAN TAUBENBERGER: Thank

you, sir. When you speak, please state
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your name for the record and also 1f you
could spell your name, that would also
be, particularly your last name, that
would be very helpful to the
stenographer.

MR. ULHAQ: Sir, my name 1is
Hassan Ulhag. 1"m from 4200 G Street.

First of all --

COUNCILMAN TAUBENBERGER: Could
you spell your name.

MR. ULHAQ: Hassan is
H-A-S-S-A-N, and last name i1s Ulhaq,
U-L-H-A-Q.

I was at the location the last
15 years and they just build a school
like within 500 feet from my station four
or five years ago. So actually 1 didn"t
know that they were going to build a
school, but we very welcomed the kids.
And we don"t even display the huge signs
outside for the tobaccos and for the
cigars, and we don"t even display the
cigars close to -- I mean, even up to the

30 years of age, we ask for the ID. We
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don"t even hand the stuff to the
customers until we find the customer has
the valid ID.

And my concern is this: They
are holding my tobacco license, the
permit, because 1 was waiting for my
cigarette license, the new license, and
as soon as | got the new license and I
just fill out the application, | sent it
to them. So I got late. And instead of
sending the last year license, well "16
to "17, 1 was waiting for -- like I was
extra cautious so | can send the new
license for "17 to "18, and as soon as |
got that license, | fill out the
application and 1 send 1t to them. So
they just hold my permit because 1
applied 1t very late.

So I have just a very humble
request, if they can accept my apology,
In other words. And we abide, we follow
the rules, we follow the regulations.
And last years and years, we don"t have

no violations at my station. So this iIs
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my biggest concern. And from now on --
and on the top, I did not even get a
letter, so the February 15th 1s it. It
Is the last date to renew your tobacco
permit. So | was like extra cautious. |1
was like as soon as | get the cigarette
license, so | can apply the applications
for the permit, for the new permit, and
this way, I really got late.

So this 1s my biggest concern
right now. And from now on, 1f I can get
my license or the permit so we will take
care from the next as soon as we receive
the renewal, please.

Thank you.

MR. RIAR: Hello. My name is
Harbar Riar, H-A-R —-

COUNCILMAN TAUBENBERGER: Yeah,
please spell it.

MR. RIAR: H-A-R-B-A-R. Last
name, R-1-A-R.

I have gas station in
Philadelphia for 16 years. 1 bought that
gas station with $260,000, and 1"m doing
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business there without any problem,
without any violation. And number 16,
2016, 1 send my check to City of
Philadelphia. They never send my
license. 1 think they did purposely
because they making new law, they want to
reduce the license. So without any
mistake, they didn"t send me my -- 1 have
proof. 1 send -- mailed a letter to the
City of Philadelphia.

So now I spent this much money
without cigarette license. That money 1is
zero. | have -- 1 respect the kids, but
at same time, I"m a businessman. 1 have
one kid 1n college and second one going
next year. How 1 can make them go to
college?

Catch bad people who sell them
cigarette. Punish them. But don"t make
our business worthless. We paid for 1t.
Nobody give us grant. Nobody give us
gift.

I drove cab for eight years,

collect some money, and paid the
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goodwill, and that money is zero because
City decides they going to reduce the
license.

When 1 bought that gas station,
there were no schools. They didn®t told
me that time when 1 applying for license.
They are happy that time, but then decide
they are going to go this way. So they
punishing us.

So please think again. This is
not right. We"re to stop, you know, bad
people.

Thank you.

COUNCILMAN TAUBENBERGER: Thank
you for your testimony.

Please state your name and
please spell 1t. Thank you.

MR. KHAN: Yes. My name is
Parwanat Khan, P-A-R-W-A-N-A-T. Last
name 1s Khan, K-H-A-N. 1 have two
7-Eleven stores. They"re both in City of
Philadelphia on Ridge Avenue, and the
last 11, 12 years we"ve been doing

business. With every single new person

Page 238

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




Committee On Commerce and Economic Development
March 7, 2017

© 00 N O O A~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

3/7/17 - COMMERCE - BILL 161015 & RES. 170057

that come Into the system, like a new
employee, we always put them through them
the CBT, computer basic training, to
learn how to sell the tobacco products to
the person who is willing to buy. IFf
It"s a minor, we ask for ID. The last 11
years, | never have any record or any
citation or tickets, except for just one.

And we had a cigarette tax and
we lost like 25,000 to 30,000 for the
first few months sales-wise, and all this
sales have been given away to outside of
the City of Philadelphia, because we are
kind of like on the border. So we are
very much against the cigarette tax and
then on top of it, another dollar tax
happen and then now the soda tax. So
iIt"s been a lot of taxes on top of each
other, so we"ve been losing a lot of
business.

I think the whole room has been
talking about the last two, three hours
that, you know. And then now is the

license. So, you know, some of the
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biggest issues the City of Philadelphia
should consider.

And about the minors, we always
make sure that we ask for ID, and
7-Eleven has always been on top of all of
us to make sure that we do card every
single person, especially 1t"s somebody
that we never sold it to before to make
sure they are 18 and we check the ID and
everything.

So that"s all 1 wanted to say.
Thank you for your time.

COUNCILMAN TAUBENBERGER: Well,
thank you for your coming down here and
your patience as well to testify.

Please state your name and
spell 1t for the record.

MR. KAZMI: Good evening.
Mohammad Kazmi, M-0-H-A-M-M-A-D, last
name Kazmi, K-A-Z-M-1.

I don"t want to linger on too
much about previous stuff that has been
said, but I want to raise a few more

points that 1 believe were discussed.
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First and foremost, 1 do
personally think 1t"s the right thing to
go about targeting kids, targeting the
foundation and trying to find ways to
stop the promotion or selling of
cigarettes to minors. We"re all with the
same boat.

I own two locations iIn the City
of Philadelphia. Graduated from Drexel
University right down the street. Took
hard-earned money and started these two
businesses. When businesses are taken
over and bought, ran with countless
amount of hours -- 24 hours In a day
wouldn®"t count enough as the amount of
hours 1 spent at every business. | think
every business owner can testify to that.

You"re spending your
hard-earned money to running a business
In hopes to get it to somewhere. Not
only that I believe that this i1s not
right, but in my opinion, It's a
restriction of our rights as a business

owner. It violates our rights as a
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taxpaying citizen to operate in a way
which 1s constitutionally allowed, which
i1s allowed by the City but infringes upon
our rights.

IT 1 have a business -- 1 have
two businesses -- and | want to sell one,
now 1 will not be able to sell one,
because my corporations are under the
same corporation. 1 will not be able to
transfer my license. 1"11 not be able to
sell my license.

In any way, shape or form, this
IS an infringement upon our rights as a
business owner. You have a right to run
a business, to own a business, and to
sell a business. And along with any
other business iIn the City of
Philadelphia, real estate business,
contractor business, to -- the whole
list, there®s no stoppage of anything
besides a convenience store.

Now, as one of the brilliant
men, Mark Twain, once said, you can"t

tackle a problem by eliminating
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everything that has to go along with i1t.
In order to -- the best way to track a
problem or to fix a problem is by fixing
the cause. Now, the cause of kids being
sold cigarettes, let"s stop that.

I would recommend to the Board,
I would recommend to the Council, 1 would
recommend to every Councilmember, along
with the Health Board, to sit down and
come up with these solutions. As a
business owner, you know what"s going on
in a daily basis. |If you tell me
something to do with construction, |
would have no idea. To pass a bill along
with construction would, In my opinion,
would be absolutely fruitless, because 1
wouldn"t know what I"m doing. Now, to
pass a bill regarding gas stations,
convenience stores without the help or
without the input of people running
stations, In my opinion, is beyond
absurd. How can you pass a bill with not
knowing what"s going on?

So I would recommend to the
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Board, a great idea to help to stop the
sale of cigarettes to minors, | support
that, but let"s do it the right ways.
Let"s sit down and let"s go in a way
which doesn®"t hurt our rights and doesn"t
hurt our lawfulness to run a business.

And one more point which 1
didn"t bring up, and 1 think 1t"s very
important to hear, iIs that when you
operate a business, you do it in a lawful
way and you partake in something, you
should be given what is right. For a
small example -- 1t might be a little
absurd, but 1 think that would really
prove my point.

We"re conducting business in
the City of Philadelphia under the
Commonwealth of Pennsylvania under the
jurisdiction of the United States of
America. In this jurisdiction, we are
clearly told we"re not allowed to sell
marijuana in any of our stores, along
with liquor. Now, If legislation is

passed which allows us to do that, that
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IS great, but when we originally take
over these businesses, we have a right,
we have a license, and we have inspection
now that guarantees us that we are
allowed to sell cigarettes.

Now, 1f you can post something
from top down without the information or
without any prior knowledge, In my
opinion, that"s completely absurd, that
you should not be able to take away
someone®"s right without letting them
know. In the United States you can"t
retroact anything. You can"t go
previously according to Constitution and
say you committed a crime back in 2014,
now you"re going to be punished for i1t.
It doesn"t work that way. You can"t pass
a new law and punish someone for it.

So I highly, highly recommend
to the Board and to the Chairman that,
please, let"s reconsider this and let"s
go from there. 1 really do appreciate
your time.

COUNCILMAN TAUBENBERGER: Thank
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you for your testimony. Mr. Kazmi, just
for the record, the laws that we are
having a hearing on -- the regulations is
probably a better word -- did not come
out of this Chamber. They came from the
Health Department.

MR. KAZMI: 1 completely
understand that.

COUNCILMAN TAUBENBERGER:

That"s why we"re having this hearing,
because we truly believe that an
injustice was done, that the hearing
wasn"t properly conducted and not
everybody knew about i1t, and that"s what
the goal of this Committee hearing is
about.

MR. KAZMI: And 1 second that a
hundred percent. 1"m completely with the
Health Board. [1"ve been a part of many
activities conducted by the Health Board
and | support the Health Board. They"re
not out there to hurt us. They"re out
there to help us. And I agree with that,

but let"s not do i1t that infringes our
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rights as a business owner, to take away
the liberties that we have been
authorized and just take them away
because they feel like a certain way.

COUNCILMAN TAUBENBERGER: Well,
that"s one of the hallmarks of democracy,
that there are many rights here. People
all have rights to demonstrate, to speak
up, and the reason for this hearing was
my intent and was agreed upon by my
colleagues, because 1t was passed
unanimously in this Chamber, was to hold
a hearing to find out your side of the
story and others as well. 1 mean, there
are people that have testified, some
young people, that actually brought some
things to light that 1 did not know. So
this i1s actually democracy in action.

MR. KAZMI: And 1 think 1t"s
democracy at i1ts finest. Now, small
thing, when the beverage tax was passed,
there was advertisements done, there were
flyers sent out. And I have never

heard -- I"ve been to many
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Councilmembers. 1°ve been to committees
which challenge or supported the soda
tax, and 1 have never heard once from any
one of the members, any one of the store
owners that they did not know about it.
It was advertised In Courier Times front
page for a week straight.

Something like this, no one
knew about 1t. 1 own two businesses.

I*m constantly in the City for one way or
another. 1"m right down the street at
Drexel. | was internship here and 1"ve
never heard of 1t until 1 got a letter in
the mail saying you have a valid license
and please keep 1t up to date, because
you"ll never be able to receive one
again. And to me, that was, for lack of
better words, aloof.

But I really do appreciate your
time and 1 really do hope the Board and
the Councilmembers really do reconsider
this to allow the owners or allow the
business owners to at least give them

some sufficient time to at least plan
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something out. So | really do appreciate
i1t, and I hope stuff goes for the better.

COUNCILMAN TAUBENBERGER: Thank
you all for your testimony. Thank you,
Mr. Kazmi.

Will the Clerk please read the
next witnesses.

THE CLERK: The next set of
names, Mr. Sam Patel, Jay Patel, Jeidy
Taveras, Parmenio Almonte. ITf they“re
not here, we could always substitute
other names.

COUNCILMAN TAUBENBERGER: Yes.
We had a number of people signed up.

THE CLERK: How about Kamaljit
Singh, Jonathan Socolow. Please come
forward.

(Witnesses approached witness
table.)

COUNCILMAN TAUBENBERGER:

Please state your name for the record,
but also for our stenographer, please
spell i1t as well.

MR. SOCOLOW: Thank you for
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this opportunity. 1711 try to be as
quick as possible. The name 1s Jonathan
Socolow. That"s J-O-N-A-T-H-A-N. Last
name, Socolow, S-0-C-0-L-0-W. 1I"m the
general counsel of Lukoil North America.
We are a gasoline retailer. We operate
through franchisee dealers. We have 20
such locations within the City limits of
Philadelphia. You®ve heard from a number
of our dealers testify today.

I agree with a lot of the
testimony that was already made today.
I"m going to avoid touching on that. |1
want to touch on one i1tem that I think
hasn®"t been focused on.

Everything we"ve been talking
about 1s stuff that can be cured over
time. There®"s a matter iIn this
regulation that has come up that is
causing irreparable Injury as we talk,
and we can"t really wait for a solution
on this one 1tem. So I would like to
cast some attention on that.

Davinder Singh, who testified
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earlier, operating a business on Knights
Road in Philadelphia, either they did not
receive his application or they say his
application came in late. His license
has been revoked. They either say he
didn"t send 1t in or he sent i1t In late.
His business i1s now closed.
He"s not selling gasoline. We lease him
property in the City of Philadelphia and
we sell him gasoline to sell gasoline.
That station is closed. 1 don"t know how
long 1t can hold out not being able to
operate. There"s got to be some remedy.
IT a person 1s late, charge him
$250 for being late. You don"t just take
the guy"s livelihood for being a couple
days late. That"s irreparable injury.
That"s extreme. They can®t afford to
wait through months of process. And I
don®"t believe i1n the process anybody
looked at uncurable 1njury as an issue.
Anyway, | don®"t want to go on.
Thank you very much for the attention.

COUNCILMAN TAUBENBERGER: Well,
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thank you, and thank you for bringing
that to our attention. We will look at
that further.

Sir, please state your name and
spell 1t for the record.

MR. KHOKHAR: Magbool Khokhar,
M-A-Q-B-0-0-L, Khokhar, K-H-0-K-H-A-R.

So 1 grew up in the 7-Eleven
system. 1 started as night shift guy.
Ten years ago | had the opportunity to
buy a store in Philadelphia at K and
Luzerne Street, high-crime, racial area.
Since I had the store, we have six
gunshots and three murders around my
property. Never been afraid to wake up 5
o"clock 1n the morning, come into the
store to serve the community. Always
very friendly with the community. | have
very great relation with the 24th
District police and our community. We
had twice 1In a year every year block
parties. We had soccer camp. We support
our 7-Eleven. Whatever comes, 4th of

July, Labor Day, Memorial Day, we always
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have some event on my property, because
iIt"s a very loved neighborhood, 24-hour
business. Never been afraid to come to
work, but few days ago when 1 find out
this, very soon maybe we not able to
renew my license. 1°m very upset.

Me and my wife, we both work
more than 80 hours a week, me and my wife
both. So 1 have six employees, two
part-time employees. So almost eight
families really out of bread and butter
very soon when 1 find out about the new
rules and regulations.

So actually I™m basically from
Merchantville, New Jersey. So | came
into Philadelphia ten years ago, bought a
business. Eight years ago I moved in
Philadelphia. | just had past my lawn to
buy another store. But since | find out
this situation, I"m very upset. 1 don"t
know I*m willing to more iInvest in the
Philadelphia city or not. Look like city
Is not welcome to us no more. So my wife

last couple weeks, she"s been upset and
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she been asking me to move back to New
Jersey. But I don"t know.

Ten years ago things were
different for me. Now I"m 46 years old,
getting more old. Don"t know we can
start again from zero or not.

So I"m here to ask your
kindness, please, to review these all
things and give us some opportunity to
grow up in Philadelphia.

Thank you, sir.

COUNCILMAN TAUBENBERGER: Thank
you very much.

Is there anyone else that would
like to testify in front of this
Committee?

(Witness approached witness
table.)

COUNCILMAN TAUBENBERGER: Are
you coming back? You were pretty good
actually. Please state your name and
spell 1t for the record.

MS. RASULALLAH: Hi. My name
I1s Jada Rasulallah, J-A-D-A,
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R-A-S-U-L-A-L-L-A-H. 1 work across the
street at PHMC. 1"m 16 years old. |
work for Real Talk Tobacco. It"s a class
series.

Now, I see how tobacco directly
affects young people. Not even young
people; our families every day. Like my
mentor said earlier, you could walk down
the street and pass 16 stores that sell
tobacco.

Now, merchants, they aren®"t
really educated on what tobacco actually
does to a person. Like 1f 1 ask how many
people die a day to these people iIn the
room from tobacco, they probably wouldn®t
even know. So I think that merchants
should be educated, because there"s no
reason that -- tobacco is the number one
cause of preventable death, and 1t causes
more deaths than car crashes, firearms,
and all the wars combined. But you have
to take a test to be able to drive, but
you don"t have to take a test to sell

tobacco.
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Now, many people are uneducated
about the causes of tobacco and how It
affects people. Now, from the time we
learn to walk and talk, we see tobacco
advertisements all in our faces, and
that"s how we begin to get exposed to
tobacco, and then we begin to want to
experiment, not knowing what tobacco
actually does to people, not knowing that
there®s 13 known chemicals that cause
cancer In one cigarette.

So I think 1t"s very important
that merchants aren®t allowed to sell
tobacco to minors when people violate
this.

My sister i1s a youth surveyor.
She"s only 17 years old. She just
started. She went to eight different
stores the other day, and seven out of
the eight sold tobacco to her and checked
her -- some checked her 1D, some didn*"t
check her ID, and they still sold tobacco
to her.

Now, a lot of people iIn the
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room are saying that they don"t violate
that, and that"s great, but most
merchants do violate this and they do
sell to young people.

COUNCILMAN TAUBENBERGER: If 1
could ask, did you say earlier iIn your
earlier testimony that you actually did
this as a job, you were -- 1 mean, you
personally did this?

MS. RASULALLAH: No; my sister.

COUNCILMAN TAUBENBERGER: Oh,
you did not do 1t. I apologize.

MS. RASULALLAH: No, that
wasn"t me. That was --

COUNCILMAN TAUBENBERGER: Then
I stand corrected. Not a problem.

MS. RASULALLAH: Yes. Tobacco,
it kills, and the tobacco industry,
they"re bullies and they use these
merchants to sell their deadly products
when they aren"t really educated about
the facts and the effects of tobacco.
This product 1s a cancer stick.

Now, personally my father, he
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smoked and he®s been smoking for forever.
And you know something called a smokers
cough? That"s actually scary. Now, my
grand-mom, 1 see her struggle for breath
to get up the steps because of smoking
for so long. Smoking tears families
apart. And, yes, 1t iIs a personal
decision, but without -- with the lack of
proper education about what tobacco
actually does to a person, people can be
led to make stupid mistakes. And 90
percent of people start to smoke under
the age of 18; 95 begin to smoke under
the age of 21. So that"s 5 percent of
people that begin to smoke after the age
of 21. That"s not a lot of people.

So these policies are i1n place
to ensure that young people are
protected, to ensure that the people iIn
power are knowing how to protect our
young people of the City of Philadelphia,
because we"re in need of protecting. The
tobacco 1ndustry targets vulnerable

populations and use these merchants as
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their puppets to sell their deadly
product.

Tobacco i1s highly addictive,
especially to people of color, because
the more melanin i1n your skin, the higher
It Increases your chance of getting
addicted to nicotine.

And so to conclude my
testimony, these policies are indeed
helping the young people of Philadelphia,
not for just my generation but the
generations after. And more people
would -- studies show that more people
would rather shop in a store that doesn"t
sell tobacco than a store that does sell
tobacco.

Thank you.

COUNCILMAN TAUBENBERGER: Wwell,
thank you very, very much.

(Applause.)

COUNCILMAN TAUBENBERGER: Thank
you for being here. Thank you for having
the courage to come forward. And I can"t

say enough. Continue your advocacy on
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any issue that you wish, and feel free to
come back here. Thank you all very much.

Now, as the temporary Chair
empowered by Councilman Jones, this
concludes the business of the Committee
on Commerce and Economic Development.

I thank you all for attending.
And this Committee now will be iIn recess
to the call of the Chair.

I thank you all very much, and
have a pleasant day.

(Committee on Commerce and

Economic Development concluded at 5:10

p.m.)
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