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2               COUNCILWOMAN TASCO:  Good

3     afternoon.

4               (Good afternoon.)

5               COUNCILWOMAN TASCO:  Well, we

6     certainly thank all of you for coming

7     down this afternoon.  Am I surprised.

8     They said there were going to be three

9     people in this room.

10               Welcome to City Council and to

11     the hearing of the Council's Committee on

12     Finance.  Let me establish a quorum here

13     in the presence of Councilwoman Brown,

14     Councilman Greenlee, Councilwoman

15     Blackwell, Councilman Johnson, Councilman

16     Goode, and Councilman Squilla and

17     Councilwoman Tasco.

18               We'll have the Clerk read the

19     first bill.  We have a number of bills

20     where we're going to try and move as

21     quickly as we can.

22               Read the agenda.

23               THE CLERK:  Bill No. 150051, an

24     ordinance amending Chapter 19-1500 of The

25     Philadelphia Code, entitled "Wage and Net
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2     Profits Tax," to provide a tax credit and

3     refund of excess taxes paid for certain

4     low-income taxpayers whose children are

5     enrolled in qualified early childhood

6     education or care programs, establishing

7     standards of eligibility and procedures,

8     and making technical changes, all under

9     certain terms and conditions.

10               COUNCILWOMAN TASCO:  Let me

11     announce that Bill 150051, which is being

12     sponsored by Councilman Johnson, is going

13     to be held until the call of the Chair.

14     So if you're here on Bill 150051, which

15     has to do with, Councilman Johnson?

16               COUNCILMAN JOHNSON:  Childhood

17     tax credit bill.

18               COUNCILWOMAN TASCO:  Childhood

19     tax credit, that bill is going to be

20     held.  So we will not be having a hearing

21     on that bill if you're here for that

22     bill.

23               Now the Chair calls Ms. Nancy

24     Winkler to discuss Bill 150159 and

25     150160, and we'll ask the Clerk to read
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2     the bills.

3               (Witnesses approached witness

4     table.)

5               THE CLERK:  Bill No. 150159, an

6     ordinance constituting the Thirteenth

7     Supplemental Ordinance to the General Gas

8     Works Revenue Bond Ordinance of 1998;

9     authorizing the City of Philadelphia,

10     Pennsylvania to sell, either at public or

11     private sale, one or more series of Gas

12     Works Revenue Bonds and Gas Works Revenue

13     Bonds to refund such Bonds, to pay the

14     costs of certain capital projects, the

15     costs of redeeming the City's Gas Works

16     Revenue Capital Project Commercial Paper

17     Notes, and the costs of refunding or

18     redeeming certain outstanding Gas Works

19     Revenue Bonds issued and outstanding

20     pursuant to the 1998 General Ordinance

21     and the General Gas Works Revenue Bond

22     Ordinance of 1975 and any termination

23     payment which may become due under a

24     Qualified Swap Agreement in connection

25     with the redemption of all or any portion
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2     of certain Gas Works Revenue Bonds and

3     other Project Costs; authorizing the City

4     to obtain credit enhancement for any

5     Series of the Bonds; making certain

6     determinations and covenants relating to

7     Gas Works Revenues and the payment of

8     interest and principal; and authorizing

9     covenants and actions in order that the

10     Bonds shall not be arbitrage bonds; all

11     under certain terms and conditions; and

12               Bill No. 150160, an ordinance

13     constituting the Twenty-First

14     Supplemental Ordinance to the General Gas

15     Works Revenue Bond Ordinance of 1975;

16     authorizing the City of Philadelphia to

17     sell, either at public or private sale,

18     Gas Works Revenue Bonds, of the City of

19     Philadelphia, in one or more series or

20     subseries to be issued to pay the cost of

21     refunding or redeeming all or a portion

22     of all of the outstanding Gas Works

23     Revenue Bonds and other Project Costs, as

24     hereinafter more particularly described;

25     authorizing the City of Philadelphia to
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2     obtain credit enhancement for the Bonds;

3     making certain determinations relating to

4     Project Revenues and the payment of

5     interest and principal; authorizing

6     certain amendments to the 1975 General

7     Ordinance that will take effect at such

8     time that all of the Bonds currently

9     outstanding under the 1975 General

10     Ordinance are redeemed or defeased; and

11     authorizing covenants and actions in

12     order that the Bonds shall not be

13     arbitrage bonds; all under certain terms

14     and conditions.

15               COUNCILWOMAN TASCO:  Thank you

16     very much.

17               The Chair recognizes Treasurer

18     Ms. Nancy Winkler.  Would you identify

19     yourself for the record, please, and

20     proceed with your testimony.

21               MS. WINKLER:  Yes.  Thank you

22     very much.  Good afternoon, Chairwoman

23     Tasco and members --

24               COUNCILWOMAN TASCO:  Speak into

25     the mike, please.
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2               MS. WINKLER:  Good afternoon,

3     Chairwoman Tasco and members of the

4     Committee on Finance.  I am Nancy

5     Winkler, City Treasurer of the City of

6     Philadelphia, and with me is Doug Moser,

7     Executive Vice President and Acting Chief

8     Operating Officer for the Philadelphia

9     Gas Works; Daniel Leonard, Director,

10     Budgeting and Cash Management for the

11     Philadelphia Gas Works; and William

12     Gallagher, Vice President, Budget and

13     Strategic Development for the

14     Philadelphia Gas Works.  We are here to

15     testify in favor of Bill No. 150159

16     constituting the Thirteenth Supplemental

17     Ordinance to the 1998 Ordinance Bonds and

18     Bill No. 150160 constituting the

19     Twenty-First Supplemental Ordinance to

20     the 1975 Ordinance Bonds.  I also have

21     previously provided to the Committee a

22     proposed amendment to Bill No. 150159 to

23     remove authority to issue debt for new

24     construction purposes.

25               I want to thank the Council
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2     President's office and Councilwoman Tasco

3     for your accommodation in introducing the

4     bill and scheduling it for a hearing as

5     quickly as possible.  This will allow the

6     City to achieve significant debt service

7     savings.

8               As proposed to be amended this

9     morning, Bill No. 150159, which

10     constitutes the Thirteenth Supplemental

11     Ordinance, would authorize the

12     Philadelphia Gas Works and the Office of

13     the City Treasurer to issue up to

14     1,026,000,000 of Gas Works Revenue Bonds

15     to pay the costs of redeeming the

16     previously authorized Gas Works Revenue

17     Capital Project Commercial Paper Notes,

18     refund maturities of the Gas Works

19     Revenue Bonds issued and outstanding

20     under the 1998 General Ordinance and the

21     1975 General Ordinance, with a par amount

22     not to exceed 891,000,000, and to pay

23     costs of issuance and certain other

24     items, including funding a Debt Service

25     Reserve Fund.
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2               The Twenty-First Supplemental

3     Ordinance would authorize the

4     Philadelphia Gas Works and the Office of

5     the City Treasurer to issue up to

6     $170,000,000 of Gas Works Revenue Bonds

7     to refund maturities of any Gas Works

8     Revenue Bonds issued and outstanding

9     under the 1975 General Ordinance and pay

10     costs of issuance and certain other

11     items.

12               Currently, there exists an

13     opportunity in the bond market to

14     currently refund the Seventeenth and

15     Eighteenth Series, which were originally

16     issued under the 1975 General Ordinance,

17     and the Fourth and Fifth A-1 Series,

18     which were originally issued under the

19     1998 General Ordinance, all for debt

20     service savings meeting the City's Debt

21     Policy.  The plan of finance is to issue

22     fixed-rate bonds to refund those bonds

23     and any other viable candidates meeting

24     the City's Debt Policy.  Savings realized

25     from the refunding authorized by the
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2     Thirteenth and Twenty-First Supplemental

3     Ordinance will reduce the debt service

4     costs incurred by the Philadelphia Gas

5     Works and help to improve coverage and

6     liquidity metrics.

7               Given the historically low

8     interest rate environment that we have

9     today, PGW should execute this refunding,

10     and since most of the bonds are currently

11     callable, each day we wait to do the PGW

12     refunding PGW may forego approximately

13     $14,000 in savings.  We estimate cash

14     flow savings in the most likely scenario

15     to be $35,119,043 and present value

16     savings to be $27,981,000, which is 11.35

17     percent of the refunded bonds.

18               COUNCILWOMAN TASCO:  Excuse me,

19     Ms. Winkler.  Is that 27 or 29?

20               MS. WINKLER:  29.  Thank you.

21               COUNCILWOMAN TASCO:  Would you

22     read that again, please.

23               MS. WINKLER:  $29,981,546,

24     which is 11.39 percent of the refunded

25     bonds.
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2               Annual savings are projected to

3     be approximately 2.2 million in annual

4     savings in Fiscal Years '16 through '26

5     and 1.2 million in annual savings through

6     Fiscal Year 2034.  Refunding the

7     outstanding bonds issued under the '75

8     Ordinance in their entirety may create an

9     opportunity for PGW to obtain a bond

10     rating upgrade, which should increase

11     savings above the levels projected.  We

12     need the flexibility to determine that at

13     the time of sale.  These refunding

14     projections are based on the current

15     market and are subject to change, but in

16     any event, they should remain compelling.

17               I would, therefore,

18     respectfully ask the Committee report

19     both Bill No. 150159 as proposed to be

20     amended and Bill No. 150160 with a

21     favorable recommendation.  I would

22     further request a suspension of the rules

23     so that both bills may receive first

24     reading at the next session of Council.

25               Again, thank you very much for

You created this PDF from an application that is not licensed to print to novaPDF printer (http://www.novapdf.com)

http://www.novapdf.com/


Committee on Finance
March 16, 2015

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

Page 12

1      3/16/15 - FINANCE - BILL 150078, etc.

2     your assistance with scheduling this

3     hearing.  This concludes my testimony.

4     I'm happy to answer any questions you may

5     have.

6               COUNCILWOMAN TASCO:  Thank you

7     very much.

8               Any other testimony from any of

9     the members of the panel?

10               MR. MOSER:  No.

11               COUNCILWOMAN TASCO:  Okay.  I

12     have a few questions for the record,

13     please.

14               Bill 150159 specifies a maximum

15     of 891 million for bonds outstanding

16     under both the 1998 and 1975 ordinances,

17     and Bill 150160 specifies 170 million

18     maximum for bonds outstanding under the

19     1975 ordinance.  Is the 891 million

20     maximum inclusive of the 170 million

21     amount?

22               MS. WINKLER:  Yeah, it is.

23     Yes, it is.

24               COUNCILWOMAN TASCO:  Also could

25     you provide for the record a list of the
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2     outstanding bond series that could be

3     refunded under these ordinances?

4               MS. WINKLER:  Yes.  I have that

5     here.  Would you like me to read it into

6     the record or would you like me to just

7     provide it?

8               COUNCILWOMAN TASCO:  You can

9     provide it for the record.

10               MS. WINKLER:  Okay.

11               COUNCILWOMAN TASCO:  Bill No.

12     150159 as proposed to be amended will

13     authorize the City and PGW to redeem

14     Capital Project Commercial Paper Notes up

15     to a cost of $135 million.  Bill 130767,

16     which authorized these Commercial Paper

17     Notes, set a maximum of 120 million for

18     the letter of credit.  Why would the cost

19     to redeem these notes be as much as $15

20     million?

21               MS. WINKLER:  It's a cost --

22     the Commercial Paper Notes are issued

23     without funding a Debt Service Reserve

24     Fund, and when we -- because the

25     ordinance that authorizes the Commercial
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2     Paper Notes doesn't require the notes to

3     have a Debt Service Reserve Fund, but

4     once we refund into the '98 ordinance, we

5     have to fund the Debt Service Reserve

6     Fund.  So we have to issue bonds to

7     deposit into the Debt Service Reserve

8     Fund.  So that's cost of issuance, plus

9     the cost of the Debt Service Reserve

10     Fund.

11               COUNCILWOMAN TASCO:  PGW

12     previously informed us it planned to

13     issue new revenue bonds around September

14     2016 that will both take out these notes

15     and would also provide about $250 million

16     or more to fund capital projects going

17     forward, and Bill 150159 as introduced

18     reflected this, but as proposed to be

19     amended, the bill would only authorize

20     the issuance of bonds to redeem the

21     notes.  Does this mean that the City and

22     PGW now plan to take out these notes

23     earlier than 2016?  If so, when and how

24     much cheaper would bonds be than the

25     notes are now?
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2               MS. WINKLER:  We don't have

3     specific plans to take the notes out.  We

4     just want to have the flexibility to do

5     so should we determine that the interest

6     rate environment would be favorable for

7     PGW to do so.

8               COUNCILWOMAN TASCO:  Of course

9     we welcome the opportunity to generate

10     cost savings for PGW's customers through

11     these potential refundings.  It's truly

12     unfortunate that PGW has been, in effect,

13     shut out of the bond market while the

14     proposed sale was pending and was unable

15     to execute these transactions sooner.

16               You testified that each day we

17     wait, PGW loses over 14,000 in savings

18     and that the annual savings would be

19     about $2.2 million in Fiscal Year 2016.

20     I don't follow the math.  At $14,000 per

21     day, wouldn't the annual savings be in

22     excess of $4 million at least for the

23     next fiscal year?

24               MS. WINKLER:  Well, we were

25     actually -- it was a little bit more

You created this PDF from an application that is not licensed to print to novaPDF printer (http://www.novapdf.com)

http://www.novapdf.com/


Committee on Finance
March 16, 2015

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

Page 16

1      3/16/15 - FINANCE - BILL 150078, etc.

2     complicated math than that.  I can go

3     back and get it and provide it to you.

4     So I'm not able -- I don't have that with

5     me.

6               COUNCILWOMAN TASCO:  So you'll

7     bring that back for the record?

8               MS. WINKLER:  Sure.

9               COUNCILWOMAN TASCO:  Just this

10     past Friday, PGW's Chief Executive

11     Officer, Craig White, testified before

12     Council's Special Committee on Energy

13     Opportunities.  He told us that subject

14     to obtaining the necessary funding, PGW

15     plans to further accelerate its cast iron

16     main replacement program with about 8

17     million in additional spending in Fiscal

18     Year 2016.  Although PGW plans to seek an

19     increase in its DSIC program surcharge

20     from the Pennsylvania Public Utility

21     Commission, couldn't the savings

22     generated by these bond refundings be

23     used at least in the near term to fund

24     some of this additional capital work?

25               MS. WINKLER:  I'm going to have
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2     PGW respond to that.

3               COUNCILWOMAN TASCO:  Would you

4     identify yourself for the record, please.

5               MR. LEONARD:  Daniel Leonard,

6     Director of Budgeting and Cash Management

7     for PGW.

8               It is our intention to use the

9     savings from this bond refunding to issue

10     less debt; more specifically, less

11     Commercial Paper, during Fiscal Year 2015

12     period.

13               COUNCILWOMAN TASCO:  You have

14     to say that again and speak more slowly.

15     You're going too fast.  I have old ears.

16               MR. LEONARD:  I apologize.  It

17     is our intention to use the savings from

18     the refunding to issue less Commercial

19     Paper, less debt in Fiscal Year 2015 and

20     possibly 2016 as well.

21               COUNCILWOMAN TASCO:  So this

22     would not be any -- it wouldn't be used

23     for any of the main pipes?

24               MR. LEONARD:  It is not our

25     intention at this time, no.
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2               COUNCILWOMAN TASCO:  You're

3     going to try to get the necessary funding

4     of $8 million from your current budget?

5               MR. LEONARD:  Yes.  That's our

6     intention.

7               COUNCILWOMAN TASCO:  These

8     questions are for the record.  You know

9     that.

10               MR. LEONARD:  Yes.

11               COUNCILWOMAN TASCO:  You

12     testified that refunding the 1975

13     ordinance bonds in their entirety would

14     possibly enable PGW to get a bond rating

15     upgrade.  Could you elaborate on this

16     opportunity, and also if this is the case

17     then, is refunding of the 1975 bonds a

18     top priority?

19               MS. WINKLER:  One of the bond

20     rating agencies, Fitch Ratings, under its

21     rating criteria requires a difference in

22     rating between the '75 ordinance and the

23     '98 ordinance, because legally the bonds

24     for the '75 ordinance must be paid -- the

25     debt service on those bonds must be paid
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2     ahead of the debt service on the '98

3     ordinance.  And if we refund those bonds

4     into the '98 ordinance -- so the '98

5     ordinance is subordinate, and if we were

6     to refund all of -- we're going to be

7     refunding for savings, significant

8     savings, almost all of the '75 ordinance

9     anyway, and so without any change in

10     PGW's overall financial condition, simply

11     by removing what we call a senior lien

12     that's above the '98 ordinance, we think

13     that there is a high possibility we would

14     obtain an upgrade from Fitch for PGW.

15               COUNCILWOMAN TASCO:  All right.

16     Thank you.

17               MS. WINKLER:  So, yes, we are

18     seriously evaluating that.

19               COUNCILWOMAN TASCO:  Are there

20     any questions from members of the

21     Committee?

22               (No response.)

23               COUNCILWOMAN TASCO:  Thank you

24     very much.

25               MS. WINKLER:  Thank you.
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2               COUNCILWOMAN TASCO:  We're

3     going to have a hearing on another bill,

4     then we'll go into the public meeting and

5     pass these out and then come back to the

6     other bill.

7               Let me recognize Councilman

8     O'Brien is here.

9               Next we have Bill 150078.

10               THE CLERK:  Bill No. 150078, an

11     ordinance amending Subsection 19-2604(8)

12     of The Philadelphia Code, entitled "Green

13     Roofs' Tax Credit," to change the

14     requirements for the credit and make

15     other technical changes; all under

16     certain terms and conditions.

17               COUNCILWOMAN TASCO:  Thank you.

18               The Chair recognizes

19     Councilwoman Brown.

20               COUNCILWOMAN BROWN:  Thank you,

21     Madam Chair Lady.

22               Good afternoon to all of our

23     guests here in this legislative

24     proceeding.  I want to say thank you to

25     Madam Chairwoman and fellow members of
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2     City Council's Committee on Finance.  I

3     would also like to recognize in his

4     absence Councilman James Kenney for his

5     leadership on this very important issue

6     prior to his departure, as Councilman

7     Kenney has been a tireless advocate for

8     Philadelphia's environment and

9     sustainability community, and my office

10     would be remiss not to recognize his

11     work.

12               On February 5th, 2015, I was

13     proud to introduce Bill No. 150078, which

14     increases Philadelphia's Green Roof Tax

15     Credit from 25 percent to 50 percent of

16     all costs incurred up to $100,000.  This

17     bill is a result of a collaborative

18     effort over several months with the

19     Philadelphia Water Department, the

20     Mayor's Office of Sustainability, and

21     many environmental and industry

22     stakeholders throughout Philadelphia.

23     This legislation is another step in the

24     right direction towards achieving one of

25     Philadelphia's long-term goals of
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2     becoming the greenest city in America,

3     along with growing the green jobs sector.

4               When it comes to the

5     environment and sustainability, I

6     continue to be inspired by the renowned

7     scientist and environmentalist Carl

8     Sagan.  Quote, "Anything else you're

9     interested in is not going to happen and

10     will not matter if we can't breathe the

11     air and drink the water.  Let's not sit

12     this one out," end quote.

13               For these reasons and more, I

14     am asking the support of this Committee

15     today on this legislative matter.  And,

16     again, I want to say thank you to my

17     staff, the Philadelphia Water Department,

18     the Mayor's Office of Sustainability, and

19     all of those who have come to support

20     this legislative measure.

21               Thank you, Madam Chairwoman.

22               COUNCILWOMAN TASCO:  Thank you

23     very much.

24               Are there any other comments

25     from members of the Committee before we
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2     call the witnesses?

3               (No response.)

4               COUNCILWOMAN TASCO:  Thank you.

5               We have a couple of panels.

6     Let me call the first panel.  Christopher

7     Crockett, Deputy Commissioner,

8     Philadelphia Water Department.

9               (Witness approached witness

10     table.)

11               DR. CROCKETT:  Good afternoon,

12     Councilwoman, and thank you to the

13     members of the Finance Committee for

14     allowing us to testify on behalf of Bill

15     150078 regarding Green Roof Tax Credits.

16               I am Dr. Chris Crockett.  I'm

17     the Deputy Commissioner for Planning and

18     Environmental Services for the

19     Philadelphia Water Department.

20               And back in 2007, City Council

21     created a Green Roof Tax Credit to

22     incentivize the installation of

23     vegetative green roofs, and this current

24     bill would increase that tax credit from

25     25 percent to 50 percent on the actual
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2     costs associated with the green roof up

3     to $100,000.

4               Now, many people know that

5     there's a lot of benefits of green roofs.

6     They provide benefits for energy.  They

7     provide benefits for the environment and

8     the residents that reside in and around

9     them, and these include reduced energy

10     costs, reduced heat island effects, as

11     well as clean air and managing polluted

12     runoff and reducing flooding in streets

13     and basements.

14               It is for these reasons that

15     the Philadelphia Water Department

16     supports this legislation aimed at

17     providing further incentives for green

18     roofs to make them more cost effective

19     for private properties.  Philadelphia's

20     Green City, Clean Waters program is aimed

21     at managing stormwater to meet our

22     federal requirements and reduce flooding

23     in the City of Philadelphia.  Tools such

24     as green roofs help retain that

25     stormwater and prevent pollution from
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2     entering streams and rivers, as well as

3     prevent our streets and homes from

4     flooding.

5               Green roofs have been known to

6     absorb and permanently retain on average

7     up to 50 percent and even 100 percent

8     depending on the rain event that happens.

9     This makes them a very attractive option.

10     However, green roofs still remain one of

11     the more expensive tools in our toolbox

12     in managing stormwater in the City.

13     Therefore, by providing this tax credit,

14     an additional financial incentive is

15     being offered so that we can reduce these

16     costs and increase the adoption and

17     number of green roofs installed in the

18     City of Philadelphia moving forward.

19               Thank you again for the

20     opportunity to share this information and

21     to express our support for this bill.  I

22     would be happy to answer any questions

23     you have.

24               COUNCILWOMAN TASCO:  Are there

25     any questions?
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2               (No response.)

3               COUNCILWOMAN TASCO:  Who are

4     the providers of the solar panel in the

5     Delaware Valley area?

6               DR. CROCKETT:  Solar panels,

7     not green roofs?  There's a variety of

8     solar panel manufacturers throughout the

9     United States.  I'd be reluctant to name

10     just one, but there are a number

11     throughout the United States and

12     including internationally, including

13     China and Germany.  We can provide you a

14     list of the ones that we've used.

15               COUNCILWOMAN TASCO:  No, no.  I

16     just asked.  We visited a solar panel

17     company in California with the leadership

18     organization, and that was a very hot

19     item out there, but we couldn't seem to

20     get them interested in coming into

21     Philadelphia on the East Coast.  So

22     that's why I had asked if you have

23     someone here.

24               DR. CROCKETT:  Well, I'll check

25     into it, but I believe that we have a
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2     number of solar panel manufacturers.

3     We've used -- we've actually installed

4     some solar panels at our facilities, so

5     we can look into who the manufacturer

6     was, but they were done under the Buy

7     American requirements.  So it was an

8     American company.  So we'll check on

9     that.

10               COUNCILWOMAN TASCO:  Okay.

11     Thank you very much for your testimony.

12               Next we have -- Councilwoman

13     Brown has a question.

14               COUNCILWOMAN BROWN:  Good

15     afternoon.

16               DR. CROCKETT:  Excuse me,

17     Councilwoman.

18               COUNCILWOMAN BROWN:  So I'm

19     happy to hear that was an American

20     company that the Water Department chose

21     to do business with.

22               Where are we with regards to

23     other municipalities that have the Green

24     Roof Tax Credit?

25               DR. CROCKETT:  We've been
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2     looking around, and in terms of other

3     larger cities, we've heard, but I don't

4     have a specific level of what their Green

5     Roof Tax Credits are in their ordinances

6     and how they're applied, but we can pull

7     that together if you're interested.  We

8     hear about them, but we really don't see

9     too much about it.  Typically the one

10     that we refer to is Chicago where instead

11     of a tax credit, they actually offer

12     grant funding straight up to accommodate

13     the additional costs.  So it depends on

14     the incentive structure.  It differs in

15     cities from tax credits to grants.

16               COUNCILWOMAN BROWN:  And did

17     the Water Department play a role in what

18     PECO has done with their building with

19     the green roof?

20               DR. CROCKETT:  We supported

21     that green roof.  They did that in

22     advance of our stormwater requirements in

23     the City for development, but they did

24     that on their own in a way to save money

25     and reduce costs.  That's one of our --
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2     it was the largest green roof in the

3     City, about an acre.

4               There are more.  There are

5     about roughly 64 green roofs constructed

6     in the City of Philadelphia right now and

7     probably another 30 to 40 planned by

8     developers right now.  Very few of them

9     we're aware of that have taken advantage

10     of the tax credit.  I think we can -- we

11     estimate less than five that we are aware

12     of that even applied for it.

13               COUNCILWOMAN BROWN:  So given

14     this new measure, what strategies are you

15     going to use to make sure consumers and

16     those other than developers, A, are aware

17     of it and, B, know how to take advantage

18     of it?

19               DR. CROCKETT:  Well, what we do

20     right now is when we -- on the

21     development side, we do make them aware

22     of the tax credit whenever they talk

23     about the idea of using a green roof, and

24     we do provide information, linkage to our

25     regulations and development information
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2     to developers.  On our stormwater grant

3     program, when we provide grants to help

4     private properties retrofit to manage

5     stormwater and if they use a green roof,

6     we also let them know about the tax

7     credit in that case as well so they can,

8     in essence, provide two possible

9     incentives to help them install a green

10     roof.

11               COUNCILWOMAN BROWN:  So is that

12     done by way of a document, the proposal

13     that you send out, or is that done by a

14     link to the web page?  How does that

15     happen?

16               DR. CROCKETT:  Typically any

17     development or anybody that applies for a

18     stormwater grant connects with our team,

19     and we make that information available to

20     them right up front in meetings,

21     conversations, and in the website and in

22     paper information we provide to them.  We

23     try to reach the owners and we always try

24     to emphasize the greener approaches first

25     so that they can give them timely
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2     thought, because a green roof and other

3     activities usually require a little more

4     thought because they're not the norm yet.

5     But they're becoming the norm, and that's

6     one of our goals, is to try to change

7     that.

8               COUNCILWOMAN BROWN:  So,

9     lastly, do you offer technical assistance

10     to assist citizens who may be interested

11     but simply don't know how?

12               DR. CROCKETT:  On the private

13     homeowner end, we have a program called

14     Rain Check where we do provide some

15     funding and we do --

16               COUNCILWOMAN BROWN:  A program

17     called what?

18               DR. CROCKETT:  Rain Check,

19     where we do provide some funding to help

20     homeowners do retrofits to reduce

21     stormwater runoff from their property.

22     But typically the technical assistance we

23     did provide -- we were providing and I

24     don't know if we're still -- I'll look

25     into it, but we were providing technical
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2     assistance to help people understand the

3     basic conceptual needs for things like a

4     green roof or stormwater management on

5     their property.  However, when they went

6     to design it, they really need to get

7     involved with a professional such as some

8     of the other folks that are testifying

9     here today.

10               COUNCILWOMAN BROWN:  Okay,

11     then.  Thank you for your testimony.

12               Thank you, Madam Chairwoman.

13               COUNCILWOMAN TASCO:  Thank you

14     very much for your testimony.

15               The next panel will be

16     Ms. Anna --

17               COUNCILMAN SQUILLA:  One

18     second, Chairwoman.

19               COUNCILWOMAN TASCO:  I'm sorry.

20               COUNCILMAN SQUILLA:  Madam

21     Chair, I just have one quick question.

22               From this incentive and the

23     added incentive, do we see an increase of

24     water that will not be going into the

25     system from this?
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2               DR. CROCKETT:  What you will

3     see is that people that are doing either

4     retrofits or managing their stormwater to

5     meet regulations, that they'll be given

6     another technology that can allow them to

7     potentially go above and beyond what's

8     required of them, and they could

9     potentially do more than what's required

10     of them and actually provide an impact in

11     terms of less runoff to the sewer

12     locally.

13               COUNCILMAN SQUILLA:  So we

14     believe by increasing the tax credit, we

15     would hopefully reduce the impact on the

16     sewer system?

17               DR. CROCKETT:  It has the

18     potential to do that, but we can't

19     predict it right off the bat.  But it

20     does have that potential.

21               COUNCILMAN SQUILLA:  And are we

22     tracking that now?  Are we tracking the

23     number of green roofs that we have?

24               DR. CROCKETT:  We track any

25     green roof for any project that we're
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2     aware of that we've either provided

3     funding or for development that we've

4     reviewed.  And so we keep a list of those

5     projects that either use green roofs,

6     porous pavement or any development

7     project that manages stormwater in the

8     City of Philadelphia.

9               COUNCILMAN SQUILLA:  And do we

10     keep a list of how many inches of water

11     maybe were protected from the sewer

12     system?

13               DR. CROCKETT:  Yes.  We're

14     required to manage all that.  So roughly

15     an acre of management gets you about a

16     million gallons a year of reduction of

17     runoff.  So the one-acre green roof at

18     the PECO building reduces about a million

19     gallons a year of runoff from entering

20     the storm/sewer system and into the

21     rivers and streams, which is a good

22     thing.

23               COUNCILMAN SQUILLA:  So

24     hopefully this will increase that and

25     have less water going into the sewer
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2     system.

3               DR. CROCKETT:  Anything we can

4     do to increase it would be great.

5               COUNCILMAN SQUILLA:  Thank you.

6               COUNCILWOMAN TASCO:  Thank you

7     very much.

8               The next witness will be

9     Ms. Anna Shipp, Project Manager,

10     Sustainable Business Network.

11               (Witness approached witness

12     table.)

13               MS. SHIPP:  Good afternoon.

14     Thank you, Councilwoman, for inviting the

15     Sustainable Business Network to testify

16     in support of this bill.  Thank you also

17     to the members of the Committee for this

18     opportunity.

19               COUNCILWOMAN TASCO:  Would you

20     identify yourself for the record, please.

21               MS. SHIPP:  I'm Anna Shipp.

22     I'm the Project Manager of the

23     Sustainable Business Network's GSI

24     Partners.  SBN is a non-profit membership

25     organization committed to a more local
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2     and sustainable economy.  Our 400 members

3     are locally owned businesses that

4     practice the triple bottom line, which is

5     a way of thinking and doing business that

6     integrates financial success with

7     practicing environmental and social

8     responsibility.

9               The Green Stormwater

10     Infrastructure Partners is an initiative

11     of SBN that is working to support and

12     amplify the environmental, economic, and

13     social impact of Philadelphia's

14     innovative stormwater management plan,

15     Green City, Clean Waters.  GSI Partners

16     are a robust and active subset of SBN's

17     membership.  Our 50 members and growing

18     represent local architecture, design,

19     engineering, contracting, and landscape

20     firms, as well as material suppliers

21     whose services and products pertain to

22     green stormwater infrastructure.  Two of

23     our members, Roofmeadow and E-Built, are

24     also here today to testify.

25               SBN's GSI Partners are actively
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2     supporting the growth of the local

3     industry by supporting the growth of

4     local businesses involved with green

5     stormwater infrastructure, helping to

6     ensure that as much of the significant

7     public and private investment being

8     catalyzed by the plan stays as local as

9     possible and by advocating that vegetated

10     approaches be facilitated and

11     incentivized as much as possible.  To

12     that end, SBN is in support of the

13     expansion of the Green Roofs Tax Credit.

14               Green City, Clean Waters is

15     Philadelphia's comprehensive stormwater

16     management plan to meet EPA Clean Water

17     Act regulations.  The plan emphasizes the

18     use of natural systems and engineered

19     landscapes.  Beyond working towards

20     meeting federal regulations and keeping

21     costs down for ratepayers, Green City,

22     Clean Waters also offers significant

23     environmental, economic, and social

24     benefits to the City.  As such, it's

25     important that the plan be as successful
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2     as possible.  Success hinges not only on

3     public investment from PWD and other City

4     departments, but also on private

5     investment from developers and property

6     owners.

7               Green roofs are one of the

8     tools available to developers and

9     property owners.  They are highly

10     effective, especially in the denser parts

11     of the City, and are sometimes the only

12     vegetated option.  But they can also be

13     expensive, making them the perfect

14     candidate for a financial incentive such

15     as a tax credit program.

16               We applaud City Council's

17     proposal to expand the Green Roof Tax

18     Credit to 50 percent of the total

19     construction costs.  It supports Green

20     City, Clean Waters, the developers and

21     property owners who want to use vegetated

22     approaches, and the local green roof

23     business community and is reflective of

24     best practices in other cities.

25               While the bill is on the table,
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2     we'd like to respectfully offer some

3     recommendations we think that would make

4     the Green Roof Tax Credit even more

5     effective.

6               Currently, the credit is

7     challenging to access.  The eligibility

8     requirements are limiting and the

9     approval process is long.  In terms of

10     eligibility requirements, there is

11     currently a minimum percent of green roof

12     area to total roof area needed to qualify

13     for the credit.  Many green roofs fall

14     under these minimum size thresholds,

15     making many developers and property

16     owners who choose a green roof ineligible

17     for the credit.

18               Additionally, the credit lives

19     in the Business Income and Receipts Tax.

20     Universities and other non-profit

21     institutions are exempt from paying BIRT,

22     making these very likely clients for

23     green roofs ineligible to receive the tax

24     credit should they choose a green roof.

25               We recommend lowering the size
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2     threshold to increase the number of

3     projects eligible for the tax credit and

4     exploring a different incentive structure

5     for the BIRT exempt institutions to

6     increase the number of eligible

7     applicants.

8               We also recommend process

9     improvements.  We know of a case where

10     the application has been sitting in the

11     Department of Revenue since November of

12     2013.  The significant time delay in

13     processing the Green Roof Tax Credit

14     application is frustrating for the

15     applicant and acts as a deterrent for

16     future applications.

17               We also encourage City Council

18     to explore other best practices from

19     other cities to further incentivize and

20     reward the use of green roofs and other

21     vegetated stormwater management practices

22     such as the floor area ratio bonus.

23               Thank you again for the

24     opportunity to testify in support of the

25     expansion of the Green Roofs Tax Credit.
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2               COUNCILWOMAN TASCO:  Thank you

3     for coming out to testify.

4               Are there any questions from

5     members of the Committee?

6               Councilwoman Brown.

7               COUNCILWOMAN BROWN:  Thank you,

8     Madam Chair Lady.

9               Thank you for your testimony.

10     You recommended to lower the size of the

11     threshold.

12               MS. SHIPP:  Correct.

13               COUNCILWOMAN BROWN:  Lower it

14     to what?  What would be your

15     recommendation?

16               MS. SHIPP:  It can go down to

17     nothing.  You know, like the more we can

18     do to incentivize as many green roofs as

19     possible, the better it is, in our

20     opinion.

21               COUNCILWOMAN BROWN:  And your

22     observation is that it's difficult to

23     access?

24               MS. SHIPP:  Correct.

25               COUNCILWOMAN BROWN:  Which
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2     means the Water Department can be helpful

3     possibly in softening that?

4               MS. SHIPP:  Well, I don't know

5     if it's necessarily the Water Department.

6     I think the eligibility requirements as

7     they are make a lot of roofs ineligible

8     for the credit, right?  So a lot of

9     people that do a roof, no matter how big

10     it is, if it's based on the ratio, they

11     might not qualify for the tax credit, and

12     so they're not going to get that reward

13     for taking that approach.

14               I think the other challenge,

15     again, is process.  And so that's not

16     necessarily the Water Department.  What I

17     hear is that the Water Department

18     actually does a great job and that it's

19     the Department of Revenue where things

20     get a little bit stuck.

21               COUNCILWOMAN BROWN:  Okay.

22     That clarification is helpful.

23               MS. SHIPP:  Yes.

24               COUNCILWOMAN BROWN:  Thank you

25     very much.
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2               MS. SHIPP:  Thank you.

3               COUNCILWOMAN TASCO:  Thank you

4     very much.  Thank you for your testimony.

5               MS. SHIPP:  Thank you.

6               COUNCILWOMAN TASCO:  Next we

7     have Ms. Melissa Muroff and Mr. James

8     Maransky.

9               (Witnesses approached witness

10     table.)

11               MS. MUROFF:  Good afternoon.

12     Thank you, Councilwoman Tasco and the

13     rest of the Committee on Finance, for

14     this opportunity to testify in favor of

15     Bill No. 150078.  My name is Melissa

16     Muroff.  I am the co-owner and Vice

17     President of Roofmeadow, a 17-year-old

18     national green roof design firm based in

19     Mount Airy.  Our nine-person staff of

20     landscape architects, civil engineers,

21     and construction specialists provide

22     consulting services throughout the entire

23     green roof lifecycle, from design and

24     construction through warranty and

25     maintenance management.  Most Roofmeadow
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2     green roofs are installed on

3     institutional, multi-unit residential,

4     and commercial buildings.

5               Green roofs are extremely

6     effective and visually striking, but as

7     Dr. Crockett mentioned, they often are

8     costly.  They are, therefore, ideally

9     suited for a tax credit program.  In

10     heavily built up urban areas where green

11     space is limited, green roofs often offer

12     the only practical solution for

13     compliance with local stormwater

14     regulations.  In addition, even

15     relatively simple green roofs offer the

16     added advantages of urban respites, local

17     agriculture opportunities, community

18     spaces, and stunning rooftop vistas.

19               For these reasons, Roofmeadow

20     supports the BIRT Green Roofs Tax Credit

21     expansion.  However, we admittedly have

22     yet to guide a client through this tax

23     credit application process.  Of the 34

24     Roofmeadow green roofs installed in

25     Philadelphia from 2008 through 2014, we
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2     believe only four would have been

3     eligible for the tax credit.  Of those

4     that were not eligible, all but eight are

5     exempt from paying the BIRT.  Among the

6     remaining eight that do pay the Business

7     Income and Receipts Tax, the green roof

8     areas on four of those projects were

9     insufficient to qualify for the tax

10     credit program.

11               So based on our limited

12     experience with this tax credit program,

13     Roofmeadow respectfully offered five

14     recommendations in its written testimony.

15     Four of those recommendations emphasize

16     education and outreach for both the

17     private sector and the Department of

18     Revenue to raise awareness of this

19     program, to increase efficiency, and to

20     dispel confusion about the protocols.

21               Lastly, like Anna mentioned

22     before me, Roofmeadow asks this Committee

23     to consider reducing or eliminating the

24     green roof size thresholds.  Our

25     statistics in our small sample suggest
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2     that doing so might increase the number

3     of relatively large commercial project

4     applicants by about 100 percent.

5               Thank you again for this

6     opportunity to testify.

7               COUNCILWOMAN TASCO:  Thank you

8     very much for coming.

9               Next, Mr. Maransky.

10               MR. MARANSKY:  Hello.  James

11     Maransky, builder/developer with E-Built

12     and The EnVision Group.

13               So I do have direct firsthand

14     experience.  My project that I was the

15     builder and developer on in Fishtown

16     called The Icehouse was the first LEED

17     Platinum multi-family low-rise project in

18     Philadelphia history, and in 2009, we

19     were also the first Green Roof Tax Credit

20     recipient.  So we did go through the

21     process back in 2009.

22               We just built Phase 2 of the

23     project this past year in 2014, which we

24     again applied and are awaiting decision

25     on the Green Roof Tax Credit, also with a
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2     contractor and green roof professional on

3     a project called Wharton Street Lofts in

4     South Philadelphia last year, which

5     constructed a 14,000 square foot green

6     roof and the tax credit paperwork is now

7     in process and waiting for approval.

8               To give you a little specifics

9     on -- everybody mentioned the cost as a

10     reason why the tax credit is so

11     important.  To give you an example, the

12     Water Department puts out something

13     called their Green Guide, which talks

14     about stormwater management and the

15     different SMPs, or stormwater management

16     practices, that you can use to green your

17     project.  Bioswales, infiltration

18     trenches, things like this go anywhere

19     from an average cost of 20 cents, start

20     at 20 cents a square foot to implement,

21     all the way up to the green roof, which

22     is the largest.  So different ones,

23     basins and ponds, 17 cents; swales, $1.08

24     per square foot; rain garden, $1.42 per

25     square foot; green roof, $31.40 per
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2     square foot.  So you're talking about

3     things that cost almost a dollar per

4     square foot up to a green roof at $31 a

5     square foot.  So when somebody is over

6     the 15,000 square foot threshold and they

7     have a choice of how they're going to

8     meet these requirements and they're a

9     developer and they're looking at return

10     on investment and cost structure, they

11     are obviously going to look at the lower

12     end of the scale and see how I can

13     accomplish this goal and these

14     requirements at the least cost possible.

15     So something that's $31 a square foot up

16     at the higher end of the threshold is

17     going to need some type of incentive

18     beyond just an increased amenity in the

19     project for it to be feasible for

20     developers to take advantage of it.

21               And why should the City want to

22     incentivize green roofs?  Because they

23     have other benefits besides just

24     stormwater management.  There's

25     environmental and ecological advantages

You created this PDF from an application that is not licensed to print to novaPDF printer (http://www.novapdf.com)

http://www.novapdf.com/


Committee on Finance
March 16, 2015

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

Page 49

1      3/16/15 - FINANCE - BILL 150078, etc.

2     to a green roof.  They reduce the urban

3     heat island effect.  They reduce the

4     carbon footprint.  They increase the

5     amount of oxygen in the area.  It really

6     works like an exterior air conditioner on

7     top of a roof.  Also, you have extended

8     roof life.  There is a number of building

9     benefits that come from -- greater

10     insulation factor that come from green

11     roofs.

12               So the City -- these are all

13     reasons why the City would want to

14     incentivize a green roof and, as

15     everybody else mentioned, the Green City,

16     Clean Waters Act that the City has agreed

17     to.  And their commitment was basically

18     to manage 25,000 acres, I think it was,

19     by 2017.  There was discussion this year

20     because of Act 167 at the state level

21     that they were going to reduce the

22     threshold to 5,000 square feet of

23     disturbance to make mandatory stormwater

24     management become applicable.  That did

25     not go over well with the building
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2     community.  It is a large step.  It's not

3     believed that we're ready for that yet.

4     So we need to look at other ways to make

5     voluntary compliance an alternative, and

6     increasing the Green Roof Tax Credit is

7     definitely one of the ways to do it.

8               From an implementation

9     standpoint, having gone through this, the

10     form and the application is not overly

11     complicated.  It's a pretty simple

12     process.  It does take a little while to

13     get it approved, and it is only

14     applicable to BPT taxes, not NPT taxes.

15     And there's a lot of, like you said,

16     educational institutions don't pay the

17     BPT.  So if you're looking to push it,

18     maybe we can find another way to

19     incentivize it as a credit against other

20     taxes.

21               Just on an implementation fact

22     as well, there's no -- when you complete

23     the tax form, there is no line for the

24     input, the fact that you have the credit.

25     So essentially you have to complete the
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2     paperwork, send it in to the Department

3     of Revenue, you need to call up after the

4     fact and make sure that it's being

5     applied to your tax balance, which I had

6     a little difficulty with with our 2009

7     credit.

8               It's also only good on

9     commercial properties right now.  So if

10     somebody is doing a larger for-sale

11     residential development, we need to look

12     at ways that they may be -- there are ten

13     town homes, they're doing it as voluntary

14     compliance, a way that they could reap

15     the benefits of the tax credit as well.

16               I also agree with my colleagues

17     in reducing the overall threshold,

18     because as we see since 2008, only about

19     five tax credits have been given out.  So

20     right now the thresholds are 75 percent

21     of usable space or 50 percent of total

22     rooftop space.  I would suggest reducing

23     that in half to 25 percent of usable and

24     50 percent of total.  I think that you

25     would get a greater buy-in and you would
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2     get a lot more buildings that contribute

3     to it.  Getting to 75 percent of usable

4     space or 50 percent of total space is a

5     difficult threshold to reach and there's

6     a lot of structural issues that go along

7     with the loading capacity for a green

8     roof.

9               And really I just believe that

10     this is a good first step in

11     incentivizing green roofs.  I do think

12     that some changes to the Zoning Code to

13     further incentivize green roofs would be

14     the next step, which would be reducing

15     coverage ratio, density, rear yard

16     requirements, height.  In Chicago and

17     other cities, some areas you get an

18     automatic increase in height if you agree

19     to do the green roof.  So instead of

20     somebody spending $10,000 on legal fees

21     to go in front of the Zoning Board, who

22     is already overwhelmed, to get their

23     green roof if they agreed to the green

24     roof up front and it was inspected to get

25     their -- they get the green roof -- they
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2     get the increase in height automatically.

3     So there are some changes I think that

4     could be made to the Zoning Code that

5     would further incentivize green roof

6     production.

7               COUNCILWOMAN TASCO:

8     Councilwoman Brown.

9               COUNCILWOMAN BROWN:  Thank you

10     very much.

11               Good afternoon.  Let me thank

12     you both for your testimony and for your

13     recommendations.  We are open to anything

14     that makes this bill a better bill.  So

15     I've conferred with my staff and we are

16     certainly open to lowering the threshold,

17     particularly if that's going to increase

18     accessibility and just use of it.  And so

19     is it fair to say by reducing the

20     threshold, this might make a difference

21     for residential owners as well or no?

22               MR. MARANSKY:  No.  I don't

23     know every detail to -- stipulations in

24     the bill and exactly -- you need to be

25     able to pay -- to take advantage of it,
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2     obviously it's a credit against your BPT

3     taxes.  So you need to be able to -- you

4     must be -- have to pay the BPT taxes.  So

5     somebody is going to be an owner-occupant

6     of a house and they build a large

7     single-family house --

8               COUNCILWOMAN BROWN:  Speak in

9     the mike for us.

10               MR. MARANSKY:  If somebody is

11     going to build a large single-family

12     house and they would love to do a green

13     roof and get a Green Roof Tax Credit,

14     there's two ways that they get an

15     incentive.  One is the Green Roof Tax

16     Credit.  The other is getting rid of

17     their impervious coverage charge from the

18     Water Department.  In a residential

19     property, you don't pay BPT and you don't

20     pay an impervious coverage charge.

21               COUNCILWOMAN BROWN:  Got you.

22     Thank you.  I agree with you 2,000

23     percent of the education arm of this,

24     that we need to do better, and we'll

25     figure that out once we move this with
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2     the suggested recommendations you've

3     offered up.  So thank you for your

4     testimony.

5               MS. MUROFF:  Thank you.

6               COUNCILWOMAN TASCO:  Thank you

7     both for your testimony.

8               MR. MARANSKY:  Thank you.

9               COUNCILWOMAN TASCO:  Any other

10     questions?

11               (No response.)

12               COUNCILWOMAN TASCO:  Thank you

13     very much.

14               We are going to recess the

15     hearing, come into the public meeting,

16     move these two bills out, and then go

17     back into the public hearing -- three

18     bills.

19               The Chair recognizes

20     Councilwoman Blackwell.

21               COUNCILWOMAN BLACKWELL:  Madam

22     Chair, we accept the amendments to Bill

23     No. 150159.

24               (Duly seconded.)

25               COUNCILWOMAN TASCO:  It has
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2     been moved and seconded that we amend

3     Bill No. 150159.

4               All in favor?

5               (Aye.)

6               COUNCILWOMAN TASCO:  Any

7     opposition?

8               (No response.)

9               COUNCILWOMAN TASCO:  The motion

10     is carried.

11               COUNCILWOMAN BLACKWELL:  Thank

12     you, Madam Chair.  I move that Bill No.

13     150159 be moved out of Committee with a

14     favorable recommendation and also a

15     recommendation for suspension of rules so

16     as to permit first reading at our next

17     session of Council.

18               (Duly seconded.)

19               COUNCILWOMAN TASCO:  It has

20     been properly moved and seconded that

21     Bill 150159, as amended, be reported out

22     of Committee with a favorable

23     recommendation and that the rules of

24     Council be suspended so that we can --

25     rules be suspended so that this bill can
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2     be heard at Council's next session.

3               All in favor?

4               (Aye.)

5               COUNCILWOMAN TASCO:  Is there

6     any opposition?

7               (No response.)

8               COUNCILWOMAN TASCO:  There

9     being none, the motion is carried.

10               The Chair recognizes

11     Councilwoman Blackwell for Bill 150160.

12               COUNCILWOMAN BLACKWELL:  Thank

13     you, Madam Chair.  I move that Bill No.

14     150160 be reported out of Committee with

15     a favorable recommendation and also a

16     recommendation for suspension of the

17     rules so as to permit first reading at

18     our next session of Council.

19               (Duly seconded.)

20               COUNCILWOMAN TASCO:  It has

21     been moved and seconded that Bill 150160

22     be moved out of Committee with a

23     favorable recommendation and that the

24     rules of Council be suspended so this

25     bill can be heard at Council's next
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2     session.

3               All in favor?

4               (Aye.)

5               COUNCILWOMAN TASCO:  Any

6     opposition?

7               (No response.)

8               COUNCILWOMAN TASCO:  Thank you.

9     The motion is carried.

10               The Chair recognizes

11     Councilwoman Brown on Bill 150078.

12               COUNCILWOMAN BROWN:  Thank you,

13     Madam Chairwoman.  I move that Bill No.

14     150078 be reported out of Committee with

15     a favorable recommendation and further

16     moved that the rules of Council be

17     suspended so as to permit first reading.

18               (Duly seconded.)

19               COUNCILWOMAN TASCO:  It has

20     been moved and properly seconded that

21     Bill 150078 be reported out of Committee

22     with a favorable recommendation and a

23     request for the suspension of rules so

24     that this bill can be heard at Council's

25     next session.
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2               All in favor?

3               (Aye.)

4               COUNCILWOMAN TASCO:  Any

5     opposition?

6               (No response.)

7               COUNCILWOMAN TASCO:  There

8     being none, the motion is carried.

9               Now we will go back into our

10     public hearing.

11               We're going to call Bill No.

12     150149.  This bill is sponsored by

13     Councilman Oh, and I do believe

14     Councilman Oh has some comments.

15               Would you read the bill,

16     please.

17               THE CLERK:  Bill No. 150149, an

18     ordinance amending Title 2 of The

19     Philadelphia Code, entitled "City-County

20     Consolidation," Chapter 2-300, entitled

21     "Property Assessment," Section 2-305,

22     entitled "Office of Property Assessment;

23     Chief Assessment Officer; Powers and

24     Duties," by setting the deadline to apply

25     for the exemption authorized by this
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2     Section to be June 1st, 2015 for Tax Year

3     2016; all under certain terms and

4     conditions.

5               COUNCILWOMAN TASCO:  Thank you

6     very much.

7               The Chair recognizes Councilman

8     Oh.

9               COUNCILMAN OH:  Thank you very

10     much, Chairwoman.

11               When the City was dealing with

12     the idea of funding schools and high

13     property taxes and other things, this

14     legislation was introduced and passed

15     that certain non-profits that were not

16     acting as non-profits and holding their

17     property for commercial use should pay

18     that portion to help the City and fund

19     the schools.

20               However, what happened was,

21     notice was provided very suddenly without

22     due process and a lot of non-profits -

23     churches, veterans organizations, and

24     others - were caught off guard and

25     surprised by three factors.  One, they
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2     had a new form, which required extensive

3     documentation.  Two, they had a very

4     short time to respond.  And, three, they

5     were required to report annually.  And so

6     being that time was short, I introduced

7     Bill 150149 to extend the deadline

8     initially, with the idea that I would

9     introduce two amendments, one to reduce

10     the burden of the supporting

11     documentation and, two, to extend so that

12     it was not an annual reporting

13     requirement.

14               As of today, I spoke with the

15     Administration and my understanding is

16     that the Office of Property Assessment

17     will testify in agreement that the

18     deadline will be extended to June 1st,

19     2015, that the only document they will

20     require from any non-profit is the

21     501(c)(3) determination letter and that

22     there will be no need for any other

23     supporting documentation, and that this

24     will not be done on an annual basis, that

25     simply the letter will be provided and if
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2     they have any other further questions or

3     whatnot, that they will pursue that

4     later.

5               That being the case, I will

6     request of Councilmember Bill Greenlee

7     that once OPA has testified to those

8     three conditions, to withdraw my bill,

9     and I will ask my witnesses who are here

10     today representing veterans

11     organizations, religious institutions,

12     and other non-profits that concerning my

13     bill, since I'm withdrawing it, that

14     their testimony will not be necessary.

15               I do understand there's an

16     additional bill, but concerning my bill,

17     I will ask that it be withdrawn.

18               Thank you very much.

19               (Applause.)

20               COUNCILWOMAN TASCO:  So

21     Councilman Oh is withdrawing his bill.

22     It will not be presented to Council for a

23     vote.  It will not be --

24               COUNCILMAN OH:  Once we hear

25     the testimony.
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2               COUNCILWOMAN TASCO:  Thank you.

3               Now we will hear testimony on

4     Bill 150144.  I call on Councilwoman

5     Blackwell for discussion on this bill.

6               Read it first.

7               THE CLERK:  Bill No. 150144, an

8     ordinance amending Section 2-305 of The

9     Philadelphia Code, entitled "Office of

10     Property Assessment; Chief Assessment

11     Officer; Powers and Duties," by modifying

12     the documentation requirements for real

13     estate tax exemption, all under certain

14     terms and conditions.

15               COUNCILWOMAN TASCO:  The Chair

16     recognizes Councilwoman Blackwell.

17               COUNCILWOMAN BLACKWELL:  Thank

18     you very much.

19               We thank you all for coming

20     here and we thank all the ministers in

21     the house.  We are grateful --

22               (Applause.)

23               COUNCILWOMAN BLACKWELL:  We

24     thank God for this day, and we are

25     grateful to see you all.
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2               We're happy to call Michael

3     Piper, Deputy Administrator, Office of

4     Property Assessment, forward.  Then we

5     will call President of the Black Clergy,

6     Bishop Terrence Griffith.  We note that

7     we have the President of the Black

8     Clergy, all these ministers.  We have the

9     Baptist Pastors Clergy.  We have the

10     Philadelphia Masjid, Kenneth Nurad'din

11     and so many ministers, all of you who we

12     are grateful to have across the City to

13     come here and testify.

14               We will first call on the

15     Administration, the head of OPA, Office

16     of Property Assessment.  Immediately

17     after he speaks, we will have Pastor

18     Terrence Griffith, Mr. President.

19               (Witnesses approached witness

20     table.)

21               COUNCILWOMAN BLACKWELL:  We

22     will have Mr. Aldinger too.

23               COUNCILWOMAN TASCO:  Good

24     afternoon.

25               MR. PIPER:  Good afternoon,
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2     Chairwoman Tasco and members of the

3     Finance Committee.  My name is Michael

4     Piper and I'm the Chief Assessment

5     Officer for the Office of Property

6     Assessment.  With me today is Drew

7     Aldinger, counsel for the Office of

8     Property Assessment.  We are here today

9     to testify on Bill No. 150144, which

10     would modify the requirement for an owner

11     of the statutorily exempt property to

12     document its eligibility for exemption

13     from real estate taxes, and Bill No.

14     150149, which would extend the initial

15     filing deadline from March the 31st to

16     June the 1st.  Thank you for the

17     opportunity to testify before City

18     Council in consideration of these bills

19     today.

20               In February, the Office of

21     Property Assessment sent out

22     approximately 6,500 notices to non-profit

23     owners of tax-exempt property in the City

24     of Philadelphia.  Those notices were sent

25     for the purpose of gathering information
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2     that would allow the City of Philadelphia

3     to confirm the status of each

4     non-profit's continued eligibility for an

5     existing property tax exemption.  We

6     understand that there are some concerns

7     with the requirements of Subsection 2-305

8     of The Philadelphia Code as it is

9     written, which states that, "An exempt

10     entity shall annually file with the

11     Office of Property Assessment a sworn

12     statement, in form satisfactory to the

13     Chief Assessment Officer and accompanied

14     by such documentation as may be

15     necessary, certifying its continuing

16     status as a purely public charity."  We

17     also understand that there are concerns

18     with the filing deadline.  We have heard

19     those concerns and appreciate the

20     opportunity to address these today.

21               In 2013 when the City of

22     Philadelphia began to introduce the

23     details on the now-completed full

24     property assessment plan known as the

25     Actual Value Initiative, or AVI, Council
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2     and this Administration recognized the

3     fact that trying to fix something that

4     had been so broke for so long, that being

5     the City's property assessment system,

6     would require a monumental overhaul of

7     the system.  The unfairness brought about

8     by years of incorrect property values and

9     the citywide problem of non-uniformity

10     had been well documented.  However, the

11     drastic changes being proposed were

12     admittedly the cause of much anxiety to

13     Philadelphia property owners.  Council

14     acknowledged this concern by seeking to

15     address and mitigate some of the

16     financial burden of potential property

17     tax increases felt by longtime residents

18     by enacting legislation that enables the

19     City to offer a buffer to residents who

20     use the affected property as their

21     primary residence, which is the homestead

22     exemption, and for longtime homeowners

23     who suddenly realized drastic increases

24     in the value of a primary residence,

25     which is the Longtime Owner-Occupant

You created this PDF from an application that is not licensed to print to novaPDF printer (http://www.novapdf.com)

http://www.novapdf.com/


Committee on Finance
March 16, 2015

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

Page 68

1      3/16/15 - FINANCE - BILL 150078, etc.

2     Property exemption, or the LOOP.

3               At that same time, Council also

4     wisely acknowledged that the City had not

5     been as vigilant as it should have about

6     monitoring the taxable status of

7     organizations that own property and pay

8     little or no property taxes.  Research

9     indicates that a little over 10 percent

10     of all real estate in the City of

11     Philadelphia was and remains exempt from

12     property taxes.

13               While exemptions from property

14     taxes are authorized by Article VIII,

15     Section 2(a) of the Pennsylvania

16     Constitution of 1968, the General

17     Assembly of the Commonwealth of

18     Pennsylvania has listed these exemptions

19     in the General County Assessment Law at

20     72 Purdon Statute 5020-204.  Among these

21     are churches or actual places of regular

22     religious worship, cemeteries not owned

23     by for-profit entities, non-profit owned

24     hospitals, institutions of learning or

25     charity, fire and rescue stations,
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2     courthouses, public parks, playgrounds

3     and amusement centers, public libraries,

4     museums, art galleries and concert halls,

5     and generally all real estate owned by

6     institutions of purely public charity and

7     actually and regularly used for the

8     purposes of the institution.

9               In 2013, Council passed Bill

10     No. 130123, an ordinance that supports

11     the Office of Property Assessment's

12     effort to fairly and uniformly monitor

13     the exempt status of non-profit

14     corporations owning property in the City

15     of Philadelphia if all or some of that

16     property enjoys an exemption from

17     property taxes as referenced in the

18     Pennsylvania Constitution.  The ordinance

19     essentially put into The Philadelphia

20     Code support for a regular and fairly

21     comprehensive means of doing what the

22     City had only done in the past when some

23     evidence of a non-profit's non-compliance

24     had been brought to our attention.  This

25     had always amounted to an ad hoc audit,
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2     which in itself creates the perception of

3     unfairness and non-uniformity, as we

4     weren't looking at all exempt property.

5               The Office of Property

6     Assessment has no opposition to Bill No.

7     150149, extending the filing deadline to

8     June 1st, 2015.

9               In reference to Bill No.

10     150144, we agree that the wording of the

11     ordinance as well as the process itself

12     must be revised.  As currently written,

13     Bill No. 150144 removes the certification

14     requirement completely.  However, instead

15     of removing the part of the ordinance

16     that supports the Office of Property

17     Assessment's responsibility of assuring

18     that exempt property owners continue to

19     qualify for an exemption as a non-profit,

20     we are recommending an amendment to the

21     bill and to Subsection 2-304 of The

22     Philadelphia Code.  Those recommended

23     modifications include changes to the

24     frequency of the requirement; in other

25     words, from annually to no more than once
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2     every three years, a larger window of

3     opportunity for filing, so instead of 30

4     days after the notice was sent, which is

5     what we did this time, 90 days from the

6     notice date, and language that

7     substitutes the requirement of filing

8     multiple documents with one that only

9     requires documentation of qualification

10     for IRS 501(c)(3) status, which is

11     actually a little different from

12     requiring the 501(c)(3) itself.  Just

13     documentation that you would qualify even

14     if you don't have the 501(c)(3) status.

15               We also appreciate the concerns

16     raised by some of the exempt entities

17     upon receiving the form itself, and we've

18     simplified the form in order to address

19     those concerns.  We are prepared to share

20     those changes with the Committee today.

21               Thank you for giving us the

22     opportunity to testify today, and we will

23     be happy to respond to any questions at

24     this time.

25               COUNCILWOMAN TASCO:  Thank you.
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2               The Chair recognizes

3     Councilwoman Blackwell.

4               COUNCILWOMAN BLACKWELL:  Thank

5     you.

6               We thank you very much, Mr.

7     Piper and certainly your legal counsel,

8     and we have met on this and we feel that

9     we're asking the Committee to vote for

10     our legislation that holds this back.

11     Some churches got this legislation or got

12     this notice in the mail.  Some did not.

13     Many have not seen what the proposed

14     changes are.  Some churches don't

15     necessarily receive all their

16     notifications.  It could be a deacon.  It

17     could be a trustee.

18               We feel that this notification

19     hit everyone by surprise.  People are not

20     prepared for this.  As part of City

21     Council -- in fact, we want to thank you,

22     Reverend Jenkins, for bringing this to

23     our attention.  We believe that as a

24     Finance Committee, we're always happy to

25     review and see if there is something else
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2     we need to do, but we do not support it

3     the way it was done, with notification

4     out of the clear blue and with pages and

5     pages that people couldn't begin to

6     fathom, and even to allow 90 days is

7     just -- it puts a hardship, and you have

8     many non-profits who wouldn't begin to

9     know what to do or how to do it.

10               For all those reasons and for

11     our willingness to always work with you,

12     OPA, and all of the City, we're asking

13     that our legislation -- that the

14     Committee vote for our legislation.  And,

15     again, we say that we're always open to

16     review this in the future and we say that

17     we're willing to do that.

18               And so we thank you very much.

19     Unless there are questions, we want to

20     call on -- Councilman Goode.

21               COUNCILMAN GOODE:  Thank you.

22               Good afternoon, Mr. Piper.

23               MR. PIPER:  Good afternoon.

24               COUNCILMAN GOODE:

25     Congratulations again on your new
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2     appointment.

3               MR. PIPER:  Thank you,

4     Councilman.

5               COUNCILMAN GOODE:  In your

6     testimony you refer to Council's

7     legislative intent several times.  Is

8     that from your own recollection?  Is that

9     from the recollection of someone who

10     wrote the testimony?  Where does that

11     recollection come from?

12               MR. PIPER:  It was from my

13     recollection from 2013.  You mean the

14     ordinance from 2013 that amended The

15     Philadelphia Code?  Correct.

16               COUNCILMAN GOODE:  So in terms

17     of Council's legislative intent, you

18     remember that hearing and you went over

19     the hearing transcript?

20               MR. PIPER:  I don't know that

21     I'm speaking to the intent because I

22     probably wasn't present at the hearing.

23               COUNCILMAN GOODE:  That was the

24     question.  You referred to the intent

25     throughout your testimony, and I was
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2     wondering whether that was your personal

3     recollection --

4               MR. PIPER:  Yes.

5               COUNCILMAN GOODE:  -- or was it

6     someone else from the Administration.

7               MR. PIPER:  Personal

8     recollection.

9               COUNCILMAN GOODE:  So was it

10     not clear from the hearing that what was

11     being required was a simple sworn

12     statement?

13               MR. PIPER:  It was not, and as

14     a matter of fact, the wording of the

15     amendment to The Philadelphia Code has

16     additional language that seems to require

17     a simple document if they have it.

18               COUNCILMAN GOODE:  I'm asking

19     about the legislative intent per the

20     hearing itself and the transcript itself.

21               MR. PIPER:  Right.  No.  I was

22     not at the hearing.

23               COUNCILMAN GOODE:  At the

24     hearing itself, I believe the primary

25     sponsor of the bill, who was Councilman
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2     Green, said that no one, like a major

3     university or hospital, is going to sign

4     a legal document saying that they are a

5     non-profit if they are not.  So there was

6     no need to make a complicated document.

7     There was no need for anything other than

8     a legal sworn statement, and the target

9     was in fact universities and hospitals.

10     That was made clear at the hearing.

11     That's not your recollection?

12               MR. PIPER:  No.  I wasn't at

13     the hearing, so I don't remember.  You

14     mean from 2013, right?

15               COUNCILMAN GOODE:  Is anyone

16     here from the Administration that was at

17     that hearing that can speak to the

18     recollection?  Anyone from the

19     Administration?

20               (No response.)

21               COUNCILMAN GOODE:  Secondly,

22     there was a debate at the hearing about

23     whether we could separate universities

24     and hospitals from smaller non-profits.

25     In fact, churches were brought up
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2     specifically at that hearing.  And we

3     were trying to figure out a way where we

4     could target universities and hospitals

5     to bring resources to the School District

6     because of the massive development that's

7     being done by universities and hospitals,

8     and we were told that we could not

9     separate the two by law under state law

10     as it relates to non-profits and possibly

11     federal law as it relates to non-profits.

12     Is that your recollection?

13               MR. PIPER:  I remember that

14     particular point coming up in discussions

15     about trying to separate the churches

16     from the other non-profits, yes, that it

17     couldn't be done.

18               COUNCILMAN GOODE:  I just want

19     specific clarity of the record.

20               MR. PIPER:  Yes.

21               COUNCILMAN GOODE:  So in terms

22     of how this has all played itself out, in

23     terms of the hospitals and universities,

24     have they already complied with the

25     original ordinance?
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2               MR. PIPER:  Councilman Goode,

3     thank you for asking that question,

4     because that kind of speaks to the

5     modifications that we've recommended.  I

6     think because of the response that we've

7     gotten from not only the religious

8     community but also some of the larger

9     non-profits, we recognized that whether

10     or not the law says you can separate the

11     requirements for the two, we do recognize

12     there are, let's just say, different

13     levels of stringency that we should be

14     applying.

15               COUNCILMAN GOODE:  My question

16     is --

17               MR. PIPER:  Have they

18     responded.

19               COUNCILMAN GOODE:  Yes.

20               MR. PIPER:  And the question

21     is, for a large part they have.

22               COUNCILMAN GOODE:  So our job

23     is done.

24               MR. PIPER:  For the most part,

25     but not all of them.
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2               COUNCILMAN GOODE:  In terms of

3     our legislative intent, our legislative

4     intent was to go for universities and

5     hospitals that are doing massive

6     development that have commercial activity

7     going on and making sure that the school

8     children could benefit from that.  If

9     they've already complied with that, then

10     to some extent our work is done in terms

11     of the original legislative intent.  Is

12     that fair to say?

13               MR. PIPER:  Yes.

14               COUNCILMAN GOODE:  Thank you,

15     Madam Chair.

16               COUNCILWOMAN TASCO:  Any other

17     comments?

18               (Applause.)

19               COUNCILWOMAN TASCO:  Councilman

20     Squilla.

21               COUNCILMAN SQUILLA:  Thank you,

22     Madam Chair.

23               On your amendments that you're

24     suggesting, you want the applicant for

25     every three years to show that they're
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2     still a 501(c)(3)?

3               MR. PIPER:  Every three years,

4     correct.

5               COUNCILMAN SQUILLA:  Every

6     three years.  If your amendment would be

7     considered, would that be something that

8     you guys would send out notification

9     every three years to a non-profit?

10               MR. PIPER:  We would.

11               COUNCILMAN SQUILLA:  And then

12     they would have to give you a copy of

13     their approval or the recommendations

14     that they are classified or would be in

15     the 501(c)(3) category?

16               MR. PIPER:  The 501(c)(3), if

17     they have it.  A lot of organizations

18     just have some type of number, a federal

19     ID number.  That's good enough, you know.

20     And this is what our revisions actually

21     refer to.

22               COUNCILMAN SQUILLA:  Okay.  So

23     any non-profit information that they have

24     would be good enough for you to then say

25     that they are still eligible for the
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2     benefits of the non-profit?

3               MR. PIPER:  Well, the 501(c)(3)

4     is a status that a lot of organizations

5     may be able to document that they have

6     even if they have not applied for and

7     received that determination from the IRS.

8     They still may qualify as a non-profit.

9     So what we're looking for is something,

10     if they don't have that, to say we would

11     have qualified for it if we had applied

12     for it.

13               COUNCILMAN SQUILLA:  And we

14     were speaking with Councilman Goode

15     earlier during the hearing.  Is there a

16     way for the City to coordinate with the

17     IRS for non-profits since most people

18     have applied as a non-profit through the

19     IRS and have a number?

20               MR. PIPER:  In terms of?

21               COUNCILMAN SQUILLA:  To know

22     that if they are considered non-profits

23     by the IRS, then therefore the City then

24     would consider them a non-profit.

25               MR. PIPER:  There is.
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2               COUNCILMAN SQUILLA:  So can we

3     use that instead of requiring them to

4     apply?

5               (Applause.)

6               MR. PIPER:  I'm sorry.  What --

7     I misunderstood the question.  There is a

8     way for the City to be able to confirm

9     with the IRS that someone has already

10     filed for non-profit status with the IRS

11     on the IRS's website.  And, by the way,

12     this is why lots of times this comes to

13     our attention, because someone else has

14     discovered that a non-profit, not

15     necessarily a church so much or religious

16     organization, but maybe a non-profit that

17     had at its original purpose some type of

18     good intent, some community program, but

19     went out of business and they're no

20     longer qualifying with the IRS as a

21     non-profit.  Then it comes to our

22     attention we're extending a tax exemption

23     to that property.  The IRS does have

24     something available on their website.

25               COUNCILMAN SQUILLA:  When you
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2     see that then, wouldn't it be our duty as

3     a city then to send out a notice saying

4     the IRS is now not considering you a

5     non-profit; therefore, we need you to

6     show us the information?

7               MR. PIPER:  When we see what?

8               COUNCILMAN SQUILLA:  You said

9     the IRS will then say that that person is

10     out of business.

11               MR. PIPER:  They will, but the

12     City -- the IRS doesn't tell the City

13     that.

14               COUNCILMAN SQUILLA:  We can't

15     coordinate with the federal government in

16     any way?

17               MR. ALDINGER:  Councilman

18     Squilla --

19               COUNCILWOMAN TASCO:  Would you

20     state your name for the record, please.

21               MR. ALDINGER:  I'm sorry.  Drew

22     Aldinger, counsel in the Office of

23     Property Assessment.

24               The process of which you speak

25     is available for the entities of the
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2     501(c)(3), but really to carry it out as

3     efficiently, as effectively as possible,

4     we would need the EIN number in the OPA

5     database, and that's not something we

6     currently have, and that's something

7     we're hoping to obtain through this

8     process, because once you get the EIN

9     number, it's like a Social Security

10     number.  It's easy to go to the IRS and

11     cross-reference that.  If we do it by

12     name, it's almost impossible because

13     there's millions of --

14               COUNCILMAN SQUILLA:  So then

15     maybe during this process we could

16     request an EIN number and then,

17     therefore, we would never really need to

18     send out notices.  We would then be able

19     to correlate that with the IRS, and then

20     if the IRS says that organization is no

21     longer a non-profit, we can send a letter

22     out to them to verify that.  If they

23     don't respond, then we could do what we

24     intend to do.

25               MR. ALDINGER:  Right.  So the
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2     EIN number is a very important tool to do

3     that.  And the revised form that we

4     prepared is much more scaled down from

5     when it got mailed out.  This is on

6     Councilman Goode's point.  That is really

7     just a certification form.  We developed

8     such a form now that we would intend to

9     use both currently and then in the

10     future, so allow -- the EIN number is a

11     specific question on there, so we can

12     build that database and then coordinate

13     with the IRS.

14               The other important point,

15     though, is that in order to qualify for

16     exemption from real estate taxes, it has

17     to be owned by a purely public charity, a

18     place of worship, something of that

19     nature, and then it has to be owned by

20     that type of entity and then also used

21     for that kind of purpose.  And one of the

22     things that we found in some of the

23     initial communications with some of the

24     major universities and hospitals is that

25     this process is actually helping them get
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2     us the right information, because while

3     they might continue to use the property,

4     maybe it was used 80 percent for an

5     exempt purpose, 20 percent for a taxable

6     purpose and now over the course of years

7     maybe it shifted from 70 to 30 and they

8     weren't doing a great job of telling us

9     and this kind of gets them to come ahead

10     and tell us what that is.

11               So there's really two points.

12     Are you still a purely public charity or

13     still an exempt type of entity that would

14     qualify for an exemption.  That's one

15     part.  And then the second part is, is

16     the property still being used or is it

17     being used for a purpose that would

18     qualify for an exemption.  And that's

19     something that kind of --

20               COUNCILMAN SQUILLA:  I think we

21     understand that on Council too, and

22     obviously that was the message in 2013

23     where we wanted to go with this.  But I

24     can see where in the future we could get

25     to a place where the requirements would
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2     basically be not necessary if we had that

3     information.  If you need -- if you had

4     certain information that you said, All

5     right, they are a non-profit, but they do

6     not own the building, then the building

7     would then have to still pay taxes, is

8     what you're saying?

9               MR. PIPER:  Correct.

10               MR. ALDINGER:  Right.  If a

11     non-profit company -- or a non-profit

12     organization owns the property but rents

13     it out to a for-profit company, that that

14     status will -- if you have a hospital on

15     the first floor and you rent it out to

16     Starbucks and things on the first, then

17     that portion that Starbucks occupies is

18     going to be taxable.  So you have to look

19     at both.

20               COUNCILMAN SQUILLA:  Right, and

21     that was the intent of the original bill.

22               MR. ALDINGER:  Sure.

23               COUNCILMAN SQUILLA:  I just

24     think that maybe we should look in the

25     future how we could coordinate with this
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2     form, and you're going to get all those

3     EIN numbers for all the organizations,

4     65,000, you said?

5               MR. PIPER:  About 6,500.

6               COUNCILMAN SQUILLA:  Oh, 6,500.

7               MR. PIPER:  There's 6,500

8     properties actually.  A lot of those

9     properties are owned by the larger

10     non-profits that Councilman Goode

11     referred to.

12               COUNCILMAN SQUILLA:  So really

13     the number is a lot smaller that we would

14     then go after the EIN numbers.

15               MR. PIPER:  Right.

16               COUNCILMAN SQUILLA:  I'm not

17     trying to create more work for you, but

18     it would make it easier in the end.  It's

19     a lot of work in the beginning, just like

20     AVI was.

21               MR. PIPER:  To be honest with

22     you -- and I appreciate that, because the

23     modification that the requirement be one

24     that we look at every three years

25     essentially does just that.  It creates
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2     less work for me.  I think every year, I

3     don't know that that necessarily gets us

4     anything more, because for the most part,

5     I would estimate probably 90 percent of

6     non-profits don't necessarily lose their

7     non-profit status from one year to

8     another.

9               COUNCILMAN SQUILLA:  Right.

10     Okay.  Well, we're here to try to help

11     support that and make sure just that it's

12     easy as possible for the non-profits to

13     be able to comply and, therefore, make it

14     known that they then be able to get the

15     ability to receive the tax abatements per

16     se for those properties and not pay the

17     taxes, when now the scary part is you

18     have to pay taxes for something even

19     though you're not a profit because you

20     can't prove it, and I think that's where

21     we're trying to go with this, and

22     hopefully you could help us get there and

23     with Councilwoman Blackwell's bill,

24     hopefully we could make that happen.

25               MR. PIPER:  We appreciate it,
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2     Councilman Squilla.

3               COUNCILMAN SQUILLA:  Thank you.

4               COUNCILWOMAN TASCO:

5     Councilwoman Brown.

6               COUNCILWOMAN BROWN:  Thank you

7     very much.

8               Good afternoon.

9               MR. PIPER:  Good afternoon,

10     Councilwoman Brown.

11               COUNCILWOMAN BROWN:  Councilman

12     Squilla mentioned that we're here to make

13     the process easy.  We're also concerned

14     that the process is even and fair.  So

15     tell me what the standard operating

16     procedure for other non-profits in the

17     City, what's the practice?

18               MR. PIPER:  So you mean as --

19               COUNCILWOMAN BROWN:  As it

20     relates to this measure being proposed.

21               MR. PIPER:  So what we're

22     looking to do, again, is have all

23     non-profits confirm that they have a

24     tax-exempt qualification, be it by

25     producing a copy of a 501(c)(3) or other
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2     documentation if they don't have a

3     501(c)(3) that speaks to their

4     eligibility for 501(c)(3) status.  That

5     would be any non-profit.

6               The language in our amendment

7     speaks to that, as well as the

8     requirement that it be done once every

9     three years, no more than every three

10     years, and that also the requirement be

11     one that the non-profit has to comply

12     with within 90 days of the notification.

13               So to the concern -- and it's a

14     valid one, and we appreciate it.  What

15     Councilman Oh had referred to was the

16     fact that what we did with these notices,

17     we send them out the same we would the

18     regular assessment notice and gave

19     everyone 30 days to respond.  I will say,

20     you know, because this is a new process

21     and there's nothing mandated in law in

22     terms of a statutory filing requirement,

23     the 30 days just spoke to the idea that

24     we need to have some filing deadline.

25     However, we were already willing to send
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2     something out to those that did not

3     respond within the 30 days after the 30

4     days to say, You have an additional 30

5     days, because it's too much for us to try

6     to look at what we have and say, you

7     know, I only got a thousand responses,

8     now what do I do?  We have to go after

9     that a different way.  So we had no

10     problem extending the filing deadline.

11               COUNCILWOMAN BROWN:  Having

12     heard that, we know that too often when

13     citizens or organizations don't meet a

14     deadline, there are fines and/or

15     penalties to be paid, and that's

16     concerning.  Additionally, for any

17     non-profit having been through this

18     intimidating process, it can take

19     anywhere from three to six months just to

20     process paperwork, and that's with the

21     assist hopefully of a lawyer.

22               (Applause.)

23               COUNCILWOMAN BROWN:  And then

24     when you couple that, now speaking of

25     arts and cultural organizations who are
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2     so small where they don't have the

3     professional staff and/or expertise

4     because they're worried about being

5     artists and don't have the expertise to

6     honor rules and requirements like this.

7               So purely for consideration, I

8     would like us to figure out how you

9     factor in -- irrespective of where we end

10     up, some consideration has to be given to

11     the size of any non-profit, because too

12     many of the small and emerging ones

13     simply want to do the right thing, can do

14     the right thing, but don't have the

15     professional staff or capability to get

16     the right thing done.

17               MR. PIPER:  Sure.  We

18     understand that, Councilwoman Brown.  In

19     fact, and I realize having spoken to

20     Councilwoman Blackwell the other day that

21     Council has gotten a lot of phone calls

22     about this, but our phone number is on

23     the letter that we send out.  As a matter

24     of fact, it's my personal phone number

25     that's on there this time because I've
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2     been dealing with non-profit

3     organizations for about 24 years.  So I

4     was happy to be able to field personally

5     a lot of those phone calls.  So if you've

6     gotten a thousand phone calls, we've

7     gotten 5,000.  And what we've been saying

8     is pretty much a lot of what I'm saying

9     to you all today.  We understood this was

10     the first time we did this, so we had to

11     be a little lenient in terms of a filing

12     deadline and be willing to be flexible,

13     because that gets us and the non-profit

14     community to the same goal; that is,

15     complying when, as you said, most of them

16     want to comply.

17               COUNCILWOMAN BROWN:  Thank you

18     for your testimony.

19               MR. PIPER:  Sure.

20               COUNCILWOMAN TASCO:  Councilman

21     Greenlee.

22               COUNCILMAN GREENLEE:  Thank

23     you, Madam Chair.

24               Very quickly, gentlemen.

25     Mr. Aldinger, you mentioned the new form,
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2     I think.  Has that been sent yet?  I

3     wasn't clear if it was --

4               MR. ALDINGER:  The form was not

5     sent.  We have --

6               COUNCILMAN GREENLEE:  Can you

7     speak into the mike.  It's a little hard.

8               MR. ALDINGER:  We'd be happy to

9     get feedback from you all if there's a

10     way to make it even better, but I think

11     the consensus is that it's a whole lot

12     better than the one that went out.  So

13     I'm happy --

14               COUNCILMAN GREENLEE:  Some

15     would say that wasn't hard.

16               MR. ALDINGER:  I'm sorry?

17               COUNCILMAN GREENLEE:  Some

18     would say that was not hard to be better

19     than the other one.

20               Let me just say, why was all

21     that information asked for?  As

22     Councilman Goode started out, it was just

23     about certification.  You know, minutes

24     of meetings and all that, why was that

25     asked for?
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2               MR. PIPER:  What we asked for,

3     believe it or not, is essentially the

4     same exact thing that we would ask for

5     had you -- if you were applying for an

6     exemption for the first time.  It was

7     copies of your articles of incorporation,

8     your 501(c)(3), your form 990 if you were

9     not a church, because we understand

10     churches aren't required to file that, a

11     deed, but only if I don't already know

12     you own the property.  In most cases, we

13     do.  That's why we sent it to you.

14               The majority of what's on that

15     list is what we would ask for upon a

16     first filing.  The reason we included it

17     as opposed to just saying send in the

18     documentation, send in the 501(c)(3) is

19     because what we've already realized

20     before we embarked on this process is, a

21     lot of non-profits who currently enjoy

22     exemptions do not have a 501(c)(3).  So

23     if you don't have the 501(c)(3), I am

24     trying to be able to make the

25     determination that you will qualify for
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2     one anyway.  So we're not saying if you

3     don't have it, we're pulling your

4     exemption or that you shouldn't have the

5     exemption.  We're saying we need some

6     kind of way to be able to, on paper, be

7     able to look at your organization and

8     say, Okay, you qualify going forward,

9     we're done, see you next year or in three

10     years.

11               COUNCILMAN GREENLEE:  But just

12     so I'm clear, this new form, as we're

13     calling it, has not been sent yet, has

14     not been done yet?

15               MR. PIPER:  The new form was in

16     response to the bill that we're here to

17     testify on today, as a suggested

18     recommendation that that new form go out.

19     Again, we brought copies to share with

20     the Committee so you can take a look at

21     that.

22               COUNCILMAN GREENLEE:  We have

23     it here?  Do we have it here?  That would

24     help.

25               COUNCILWOMAN BLACKWELL:  This
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2     form has not been sent to anyone?

3               COUNCILMAN GREENLEE:  Right.

4               MR. PIPER:  No.

5               COUNCILWOMAN BLACKWELL:  And

6     it's being given to the Committee.

7               COUNCILMAN GREENLEE:  And this

8     form would only pertain if this bill

9     passed with these amendments that you're

10     suggesting, correct?

11               MR. PIPER:  Yes.

12               COUNCILMAN GREENLEE:  All

13     right.  Okay.

14               COUNCILWOMAN TASCO:  Let me ask

15     you a question.  Do you have enough staff

16     to process all the paperwork that you're

17     going to receive or might receive from

18     all those -- not just the churches but

19     many, many non-profits in the City and

20     the -- would you have the ability to

21     process those forms?

22               MR. PIPER:  We've recently

23     hired quite a bit of staff, and at least

24     a couple clerical staff members we hired

25     was specifically for the purpose of
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2     helping us process this ordinance that

3     came online a couple years ago.  One of

4     the reasons -- and I know there's been a

5     question about why we haven't done it

6     even though this came online two years

7     ago.  Well, that actually is the answer.

8     Between answering appeals as a result of

9     AVI, the reassessment, we have not had

10     the staff.  We have the staff now.

11               COUNCILWOMAN TASCO:  Have the

12     non-profits had to file with you the

13     paperwork you're requesting now?  Is this

14     a new process?

15               MR. PIPER:  It's a new process,

16     yes.

17               COUNCILWOMAN TASCO:  It would

18     have been helpful if you had had a

19     meeting or some information session so

20     you could get feedback from those people

21     who have to file this paperwork so that

22     there's an understanding on both sides

23     what's required or even gain some

24     information as to what these non-profits

25     go through every day just running a
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2     non-profit.  I have a number of women's

3     organizations in addition to a number of

4     churches in my district that run

5     non-profit organizations.  They hardly

6     can make payroll, and now you're going to

7     ask them to file paperwork --

8               (Applause.)

9               COUNCILWOMAN TASCO:  You know,

10     everybody is working on a shoestring, you

11     know.  And so I think that having that

12     meeting to gather information about --

13     I'm sure all the folk want to meet their

14     legal requirement and financial

15     responsibility for taxes, but I think

16     having different meetings around the City

17     to at least with the Black Clergy, with

18     the non-profits, other non-profits to get

19     their feedback on this would have given

20     you some sense of what's happening out in

21     the streets.

22               MR. PIPER:  We agree.

23               COUNCILWOMAN TASCO:  Okay?  So

24     you might want to backtrack.

25               MR. PIPER:  Actually, no, we
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2     agree, Chairwoman Tasco.  I think there's

3     a meeting scheduled Wednesday to sort of

4     answer some of the questions we've been

5     getting as an office and you all have

6     been getting on Council about the

7     process.  That meeting has been scheduled

8     this Wednesday here in City Hall, and I

9     think so far about 100 members of the

10     Clergy have registered for that.  So

11     we're looking forward to sort of being

12     able to answer some more questions.

13               COUNCILWOMAN TASCO:  Okay.

14     Thank you.

15               COUNCILWOMAN BLACKWELL:  Thank

16     you.  We thank you very much.  We hope

17     that you will keep us in the loop,

18     because if you're having all those folks

19     come in, we certainly want to know and we

20     want to sit in to make sure that we

21     understand just what is going on.

22               The Chair has asked we now want

23     to call President Griffith forward,

24     Terrence Griffith.  And he will decide

25     who speaks here today.  All of you are
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2     wonderful speakers.  All of you are

3     leaders in your own churches and your own

4     communities.  We will ask Pastor Terrence

5     Griffith to make decisions for who

6     testifies from here forward.

7               COUNCILWOMAN TASCO:  Could you

8     all stay, please.  Thank you.

9               MR. PIPER:  Sure.

10               (Witnesses approached witness

11     table.)

12               COUNCILWOMAN BLACKWELL:  Good

13     afternoon.

14               COUNCILWOMAN TASCO:  Good

15     afternoon.

16               COUNCILWOMAN BLACKWELL:  Please

17     identify yourself for the record and

18     begin.  Thank you.

19               REVEREND GRIFFITH:  Good

20     afternoon, Madam Chairperson.

21               COUNCILWOMAN BLACKWELL:  Thank

22     you.  And pull the mike up close to you.

23     It's been hard to hear these folks.

24     Thank you.

25               REVEREND GRIFFITH:  We do have
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2     Black Clergy's legal counsel, Sharif

3     Street, and Bishop Sutton, the President

4     of the Baptist Pastors and Ministers

5     Conference, here with us.

6               We'd like -- because we have

7     quite a number of clergy here today and

8     we did take a list of clergy so that you

9     can actually hear who are here.  So we'd

10     like for you to indulge us so that you

11     can understand the clergy who are present

12     with us, and our attorney would actually

13     do the roll call on that.

14               MR. STREET:  Sharif Street,

15     counsel to Black Clergy.

16               I will read the names and --

17     just a name and a church and titles when

18     and where I have them.

19               Willie E. Graves, Sr. from St.

20     Phillip's Baptist Church; Dr. Charis

21     Menor, Transformation Baptist Church;

22     Dr. D. Damone Jones, Sr., Bible Way

23     Baptist Church; Bishop Andrew J. Ford,

24     II, Ford Memorial Temple/ICCAP; Reverend

25     Robert Tate, Chairman, Fellowship Baptist
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2     Church -- Christian Fellowship Baptist

3     Church; Reverend Harry Davis, Sr.,

4     Christian Fellowship Baptist Church;

5     Bishop Thornton, ATOP; Reverend John L.

6     Willoughby, Holy Light Baptist Church;

7     Pastor Daniel Black, Gospel Temple

8     Baptist Church; Minister Darryl Roberts,

9     Gospel Temple Baptist Church; Pastor

10     Clarence E. Wright, Love Zion Baptist

11     Church; Pastor Cleveland M. Edwards, St.

12     Jude Baptist Church; Pastor E. Andre

13     Stanton, The Revelation Center; Reverend

14     Ken V. Bronson, Evangelistic Newborn;

15     Robert Haige, Holy Temple Church of God

16     in Christ; David Kee, Trustee, Wayland

17     Temple; Emanuel L. Lambert, Sr., Calvary

18     Chapel; Antonio McAllister, 2nd Shiloh

19     Baptist; Brown Woodard, St. Memorial;

20     Christopher S. Reeve, New Kingdom Baptist

21     Church; Harold R. Jolley, Second

22     Macedonia Baptist Church; Beatrice Reid,

23     Foster Memorial Baptist Church; Pastor

24     Benjamin Graves, Bible Fellowship Church

25     of God in Christ; Mary Watson, Second
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2     Pilgrim Baptist Church; Rose, it looks

3     like, Perkins, Second Pilgrim Baptist

4     Church; Edna Reed, Faithful Temple

5     Evangelistic Deliverance Church; Pastor

6     Billy Thompson, Adonai United Baptist

7     Church; Reverend Willie J. Scott, Faith

8     Evangelistic; Reverend Randall McCaskall,

9     Jr., Olivet Baptist Church; Larry L.

10     Marcus, Greater Faith Baptist Church;

11     Pastor Greg Johnson, Metropolitan Baptist

12     Church; Pastor James Moore, Sr., Second

13     Mount Zion Baptist Church; Pastor Darrian

14     A. Brown, Rome Emmanuel Baptist Church;

15     Reverend Jay Broadnax, Mount Pisgah AME

16     Church; Elder Gregory A. Wilson, Sr.,

17     Church of New Hope and Faith; Reverend

18     Thompson on behalf of Bishop Hunter, the

19     Baptist Worship Center; Gregory

20     King/Pastor Cedric Jones, Mount Zion

21     Baptist Church; Brother Fred

22     Tookes/Bishop E. Tookes, the Original

23     Apostolic Faith Church of the Lord Jesus

24     Christ; P.D. Brown, Church of -- it looks

25     like Church of the Exodus -- the Holy
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2     Exodus.  Sorry about that.  Lisa B.

3     Keaton; Ruth Walker, St. Peter; Jilian

4     McCoy, Open Door; John A. Thompson,

5     Thompson Temple; Pastor R.T. Jones, Jones

6     Memorial; Nathaniel Hall, Holy Temple

7     Church of God in Christ; Robert Hargrove,

8     Holy Temple Church of God in Christ;

9     Joseph Brect, Holy Baptist -- Holy Cross

10     Baptist -- Joseph Beatty, I'm sorry,

11     Joseph Beatty, Holy Cross Baptist;

12     Minister Rodney Muhammad, Mosque No. 12;

13     Reverend C. EuGene Sermons, Fullness

14     Orthodox Church; Pastor Ruby Fuller, O

15     Ship of Zion; Mrs. Ethel Hickman, St.

16     Peter's Baptist Church; Pastor Wayne

17     Antoine, Emmanuel International Kingdom

18     Ministry; First Lady Mary Young, King

19     David Baptist Church; Reverend Benjamin

20     Nelson, Philadelphia Baptist Church;

21     Dr. Rodney E. King, Philadelphia Baptist

22     Church; Bishop -- the bishop from United

23     Fellowship; Dr. Myron E. Barnes, Sr.,

24     Bethany Baptist Church; Harry Moore, Sr.,

25     Mount Olive Baptist Church; Reverend
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2     Davis, Mount Calvary Baptist Church;

3     Willie Singletary, Consolation Baptist

4     Church; Reverend Bernard J. Reaves, New

5     Central Baptist Church; Bishop Raymond D.

6     Sutton, Zoe Bible Fellowship Baptist

7     Church.

8               These are just the members --

9     the people who are here today.

10               Dr. Andrew Foster, III, Jones

11     Memorial; Floyd Whalen, Victory Community

12     Baptist Church; Harry Bronson, Rising Sun

13     Baptist Church; John Coger, New Hope

14     Temple Baptist Church; David B. Wilson,

15     Greenwood Community Baptist Church;

16     Ronald King Hill, Corinthian Baptist

17     Church of Germantown; John E. Douglas,

18     Antioch Baptist Church -- it's okay if

19     you help me -- Reginald C. Johnson, Sr.,

20     CCMBC; Shirley Randleman, Hebron

21     Tabernacle Church; Deborah Hodges, Hebron

22     Tabernacle Baptist Church; Reverend Paul

23     L. Randleman, Hebron Tabernacle Church;

24     Lillie Mansaray, Tyree AME; Patricia B.

25     Whack, Holy Trinity Baptist Church;
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2     Lorraine Evans, Holy Trinity Baptist

3     Church; Beverly Stevenson, Holy Trinity

4     Baptist Church; Carolyn Porter, Good

5     Shepherd Community Church; Clara S.

6     Copeland, Greater Enon Missionary Baptist

7     Church; Elaine Davis, Greater Enon

8     Missionary Baptist Church; Reverend

9     Estelle Seales, Pastor, Tyree AME Baptist

10     Church; Apostle Dr. Louise P. Long; James

11     H. Buck, Jr.

12               Okay.  And I will submit the

13     rest for the record.  There's still about

14     five or six more pages.

15               (Applause.)

16               MR. STREET:  And we'll move to

17     the remarks.  So we'll ask that the rest

18     of the names be read into the record and

19     we'll dispense with reading them.

20     There's about another five pages of

21     names, but you get the point.

22               COUNCILWOMAN TASCO:  Thank you

23     very much.  We can say we had a good

24     turnout today.

25               REVEREND GRIFFITH:  That's
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2     right.

3               COUNCILWOMAN BLACKWELL:  Can we

4     ask all the ministers to stand.

5               (Applause.)

6               MR. STREET:  We have members in

7     the balcony as well.

8               COUNCILWOMAN BLACKWELL:  Again,

9     thank you all very, very much.

10               President Griffith.

11               REVEREND GRIFFITH:  Honorable

12     Chair of the Finance Committee,

13     Councilwoman Marian Tasco, Vice Chair

14     Honorable Councilwoman Jannie Blackwell,

15     members of the Committee, my name is

16     Reverend Terrence D. Griffith.  I'm the

17     Pastor of the First African Baptist

18     Church, the 2nd Vice President of the

19     Baptist Ministers and Pastors Conference,

20     and the President of Black Clergy of

21     Philadelphia and Vicinity.

22               We have many clergy here today,

23     as you heard, but I want to acknowledge

24     Bishop Raymond Sutton, the President of

25     the Baptist Ministers Conference and

You created this PDF from an application that is not licensed to print to novaPDF printer (http://www.novapdf.com)

http://www.novapdf.com/


Committee on Finance
March 16, 2015

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

Page 110

1      3/16/15 - FINANCE - BILL 150078, etc.

2     Pastors Conference; Reverend Ronald

3     Parker, the President of the Evening

4     Baptist Ministers Conference; Reverend

5     Katherine Rhodes, President of the AME

6     Ministerial Alliance of Philadelphia,

7     Harrisburg and Vicinity; Dr. Damone B.

8     Jones, the moderator of the Pennsylvania

9     Eastern Keystone Baptist Association.  We

10     are here today to voice our concern about

11     a BIRT amendment.  Historically, the BIRT

12     gave an exemption for any business

13     conducted by non-profits for religious,

14     charitable or educational purposes.  It

15     is my understanding that the amendments

16     stipulate that this exemption is not

17     available for activities deemed

18     commercial that does not directly connect

19     with religious, charitable or educational

20     purposes.

21               As a former legislator in Her

22     Majesty's Senate in Grenada, I'm acutely

23     aware that many times bills voted on for

24     a manifest objective find themselves

25     fulfilling an unintended latent purpose.
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2     In this situation I believe that a bill

3     crafted to target large non-profits like

4     hospitals and universities put religious

5     institutions squarely in the line of

6     fire.  The BIRT amendment has done that.

7     It has put religious institutions in

8     Philadelphia squarely in the line of fire

9     of the Office of Property Assessment.

10               We believe that the request of

11     the Office of Property Assessment that

12     churches comply with the demand for

13     information by the 31st of March or risk

14     losing their exemption does two things.

15               First, it seeks to preempt

16     federal law.  Article VI of the

17     Constitution makes federal law the

18     supreme law of the land, notwithstanding

19     the contrary law any state might have.

20     In the important 1958 case of Cooper

21     versus Aaron, in which a court considered

22     the efforts of state authorities to block

23     integration of Little Rock's Central High

24     School, the court unanimously declared,

25     No state legislator or executive or
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2     judicial official can war against the

3     Constitution without violating his

4     undertaking to support it.  If the

5     legislatures of several states may at

6     will annul the judgments of the courts of

7     the United States and destroy the rights

8     acquired under those judgments, the

9     Constitution itself becomes a mockery.

10               Federal law, not state law or

11     city law, is the supreme law of the land.

12     Despite the efforts of some states even

13     today to nullify federal law they

14     disapprove of, it is incontrovertible

15     that any such efforts are grossly

16     unconstitutional.

17               If the federal government says

18     that an organization is exempt, this City

19     does not have the legal authority to

20     remove this exemption.

21               (Applause.)

22               REVEREND GRIFFITH:  If the City

23     government is allowed to do this, it is,

24     in essence, ignoring and sidestepping the

25     supreme law of the land.  Not long ago
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2     here in Pennsylvania many of us waged a

3     war against the voter ID law.  We

4     declared this law to be unconstitutional

5     because it sort of preempts federal law.

6     In fact, in Arizona versus Inter Tribal

7     Council of Arizona, 2013, the court

8     considered whether Arizona law requiring

9     voters in federal elections to provide

10     actual proof of citizenship was trumped

11     by a federal regulation that provided

12     that it was sufficient for voters to

13     simply assert under oath that they were

14     citizens of the United States.  Voting 7

15     to 2, the court concluded that the

16     National Voter Registration Act,

17     requiring states to accept and use the

18     uniform federal voter law, preempted

19     Arizona's law requiring additional proof

20     of citizenship in the form of documents

21     such as passports or birth certificates.

22     Many in City government, including our

23     Chief Executive, were vocal about the

24     unconstitutionality of the voter

25     registration requirement here in
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2     Pennsylvania.  We can't on one hand

3     invoke the preemption and supremacy of

4     federal laws and on the other hand

5     violate them in an effort to tax

6     religious institutions.

7               (Applause.)

8               REVEREND GRIFFITH:  Second, the

9     request by the Office of Property

10     Assessment, in our opinion, violates the

11     Principle of Separation of Church and

12     State.  The First Amendment states,

13     Congress shall make no law respecting an

14     establishment of religion or prohibiting

15     the free exercise thereof.  This request

16     seeks to prohibit the free exercise of

17     religion, and it is, in our opinion, very

18     intrusive.  To ask a religious

19     institution to specify its times of

20     regularly stated religious worship seeks

21     to breach the established separation of

22     church and state.  To further ask a

23     religious institution to specify the uses

24     of its property and explain how those

25     uses further its purposes which entitle
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2     it to real estate exemption is ludicrous.

3     By law, religious institutions are not in

4     duty bound to apply for a 501(c)(3)

5     status because religious institutions --

6               (Applause.)

7               REVEREND GRIFFITH:  -- because

8     religious institutions are considered by

9     the IRS to be automatically exempt.

10               (Applause.)

11               REVEREND GRIFFITH:  IRS

12     publication 1828 states, Churches,

13     including integrated auxiliaries and

14     conventions or associations of churches,

15     that meet the requirements of Section

16     501(c)(3) of the Internal Revenue Code

17     are automatically considered tax exempt

18     and are not required to apply for and

19     obtain recognition of exempt status from

20     the IRS.

21               (Applause.)

22               REVEREND GRIFFITH:  Donors are

23     allowed to claim a charitable deduction

24     for donations to a church that meets the

25     Section 501(c)(3) requirements even
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2     though the church has neither sought nor

3     received IRS recognition that it is tax

4     exempt.  In addition, because churches

5     and certain other religious organizations

6     are not required to file an annual return

7     or notice for the IRS, they are not

8     subject to automatic revocation of

9     exemption for failure to file.

10               Religious institutions have

11     been the backbone of Philadelphia.

12               (Applause.)

13               REVEREND GRIFFITH:  They feed

14     the homeless, shelter them in the winter,

15     provide needed services for community

16     residents, and may occasionally receive

17     donations from citizens who use their

18     facilities.  Someone in Property

19     Assessment may consider that to be

20     income.  Consequently, we will not take

21     the risk of allowing government to

22     intrude in the affairs of churches.

23               Congress has imposed special

24     limitations found in Section 7611 of the

25     Internal Revenue Code on how and when the
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2     IRS may conduct civil tax inquiries and

3     examination of churches.  The IRS may

4     begin a church tax inquiry only if an

5     appropriate high-level Treasury official

6     reasonably believes, on the basis of

7     facts and circumstances recorded in

8     writing, that an organization claiming to

9     be a church or convention or association

10     of churches may not qualify for

11     exemption, may be carrying on an

12     unrelated trade or business, within the

13     meaning of IRC 513, may otherwise be

14     engaged in taxable activities or may have

15     entered into an IRC 4950 excess benefit

16     transaction with a disqualified person.

17     In other words, the burden rests with the

18     IRS to determine whether a church is a

19     church.  In this context, we believe that

20     if the City believes that religious

21     institutions are not what they say they

22     are, then they should communicate with

23     the IRS to determine exemption.

24               (Applause.)

25               REVEREND GRIFFITH:  But as long
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2     as we are considered to be exempt by the

3     federal government, we are not in duty

4     bound to aid and abet the City in

5     nullifying federal law.

6               There is said to be an old

7     Arabian proverb:  If the camel gets his

8     nose in the tent, his body will soon

9     follow.

10               (Applause.)

11               REVEREND GRIFFITH:  This

12     proverb hits the bull's-eye regarding the

13     OPA and religious institutions.  Churches

14     are tax exempt under the principle that

15     there is no surer way to destroy the free

16     exercise of religion than to tax it.  If

17     the City of Philadelphia is allowed to

18     tax churches, the camel's nose is under

19     the tent and its body is sure to follow.

20               (Applause.)

21               REVEREND GRIFFITH:  In fact,

22     the U.S. Supreme Court shares this view.

23     In its 1970 opinion in Walz versus Tax

24     Commission of the City of New York, the

25     high court stated that a tax exemption
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2     for churches creates only a minimal and

3     remote involvement between church and

4     state and far less than taxation of

5     churches.  An exemption, the court says,

6     restricts the fiscal relationship between

7     church and state, and tends to complement

8     and reinforce the desired separation,

9     insulating each from the other.  The

10     Supreme Court also said that the power to

11     tax involves the power to destroy.

12     Taxing churches breaks down the healthy

13     separation of church and state and leads

14     to the destruction of the free exercise

15     of religion.

16               We are here today to say to you

17     that this amendment must be repealed or a

18     clause --

19               (Applause.)

20               REVEREND GRIFFITH:  -- or a

21     clause added that totally excludes

22     religious institutions from the

23     requirements of this ordinance.  We are

24     not interested in a delay of postponement

25     by the OPA or a compromise --
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2               (Applause.)

3               REVEREND GRIFFITH:  -- or a

4     compromise by City Council.  We need a

5     repeal or exclusion.  Barring a repeal or

6     exclusion, we are prepared to fight this

7     intrusion in the affairs of the church

8     all the way to the Supreme Court.

9               (Standing ovation.)

10               REVEREND GRIFFITH:  And we are

11     convinced that this is a fight we will

12     win.  We must fight this intrusion,

13     because if we don't, soon preacher's

14     sermons will be censored and the free

15     exercise of what we believe and stand for

16     will determine whether we retain our

17     exemption or not.  If we allow

18     Philadelphia to get away with this

19     intrusion, only God knows where it will

20     lead.

21               (Applause.)

22               REVEREND GRIFFITH:  On behalf

23     of the Clergy, I thank this honorable

24     body for the opportunity to voice our

25     concerns, and we are confident that you
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2     will do the right thing.

3               (Standing ovation.)

4               COUNCILWOMAN TASCO:  Thank you

5     so much for that powerful and informative

6     testimony.  We appreciate it very much.

7               Are there any questions or

8     comments from the members of the

9     Committee?

10               (No response.)

11               COUNCILWOMAN TASCO:  Thank you.

12               REVEREND GRIFFITH:  Thank you,

13     Madam Chair.

14               COUNCILWOMAN TASCO:  Don't

15     leave.  We're going to be through

16     shortly.  We have a couple of witnesses

17     here we want to bring forward.

18               COUNCILWOMAN BLACKWELL:  Pastor

19     Griffith, do you want other people to

20     testify or are you all satisfied --

21               (Audience members yelling

22     "no.")

23               COUNCILWOMAN BLACKWELL:  Thank

24     you.

25               COUNCILMAN SQUILLA:  Madam
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2     Chair.

3               COUNCILWOMAN TASCO:  I think

4     you said it all.

5               COUNCILMAN SQUILLA:  Madam

6     Chair, I don't think any of us want to

7     follow that either.

8               COUNCILWOMAN TASCO:  Could we

9     have your attention for a moment.

10               Councilman Squilla said nobody

11     wants to follow that.  He laid it out the

12     legal ways, the Senator from Grenada.

13               COUNCILWOMAN BLACKWELL:  That's

14     right.

15               Does anyone else need any

16     explanation of the bill that is?

17               (No response.)

18               COUNCILWOMAN BLACKWELL:  All

19     right.  If not, because we have John

20     Christmas ready to explain it.

21               State Senator, is that you over

22     there?  Thank you very much.  Mayoral

23     candidate, Anthony Hardy Williams, thank

24     you for being here.  Thank you very much.

25               COUNCILWOMAN TASCO:
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2     Mr. Christmas, are you available?

3               Mr. Christmas is going to be

4     very clear of what this bill does so

5     everybody will understand it.

6               COUNCILWOMAN BLACKWELL:  Let me

7     note that he is the main counsel for City

8     Council, and it is he who prepared the

9     legislation for us.  Thank you.

10               (Witness approached witness

11     table.)

12               MR. CHRISTMAS:  Good afternoon,

13     Councilmembers, Finance Committee, and

14     members of the Clergy.

15               So --

16               COUNCILWOMAN TASCO:  Who are

17     you?

18               MR. CHRISTMAS:  I'm John

19     Christmas.

20               COUNCILWOMAN TASCO:  Thank you.

21               MR. CHRISTMAS:  John Christmas.

22               So Bill 150144 repeals the part

23     of Code Section 2-305 which required an

24     annual filing to maintain your real

25     estate tax exemption.  Bill 150144
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2     removes that obligation.

3               (Applause.)

4               MR. CHRISTMAS:  Thank you.

5               COUNCILWOMAN TASCO:  So they

6     don't have to comply.

7               MR. CHRISTMAS:  No.  If Bill

8     144 is approved by this Committee and

9     moves forward and is successful on the

10     floor of Council, there will be no annual

11     obligation to re-file to maintain your

12     real estate tax exemption.

13               COUNCILWOMAN TASCO:  Okay.

14     Thank you very much.

15               Okay.  Are there any other

16     questions from any member of the

17     Committee?

18               COUNCILMAN OH:  I have a

19     question.

20               COUNCILWOMAN TASCO:  Councilman

21     Oh.

22               COUNCILMAN OH:  Yes.  I have a

23     question for John Christmas.  I'm sorry.

24     I just want to be clear on this.

25               So the Mayor's Administration
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2     and the Office of OPA are able to assess

3     taxes and have questionnaires and do all

4     those things.  The bill that was passed

5     and that is at the heart of this whole

6     problem transferred the authority from

7     the Mayor's Administration so that OPA

8     would then be able to create this check

9     on these hospitals and universities, for

10     example.  If you remove this bill, you

11     remove it.  It removes the power created

12     by the bill.  It doesn't remove the power

13     in the Mayor's Office.

14               My concern is, people already

15     received a letter and instructions with a

16     deadline.  So if you get rid of the bill,

17     you get rid of Council's authority to

18     change, in effect, the law.  By passing

19     the bill, OPA still has the authority to

20     do what it chooses to do; does it not?

21               MR. CHRISTMAS:  Well, that's

22     right, and it's true what Reverend

23     Griffith said and what had been the

24     practice of the Board of Revision and

25     remains a power of the OPA.  Go out and
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2     learn how the land is being used.  If you

3     find that a church or any non-profit is

4     using land in a way not consistent with

5     its non-profit purpose, you can -- it's

6     taxable, and Reverend Griffith said that.

7     This bill does not change the law -- the

8     reality under state law, which is where

9     this exemption emanates from, that OPA

10     and its predecessor organization, the

11     Board of Revision of Taxes, would go

12     out -- because some churches own many

13     acres of land.  Some of it is being used,

14     some of it is not actually in use.  Some

15     of it might be for parking or it might be

16     for other kinds of activities, and OPA

17     and under its predecessor organization

18     might say, Well, you know, that that land

19     is not exempt.

20               That was the law before 2013,

21     the law at issue that we are repealing

22     part of, and it is the law today.  It is

23     the use of land that is exempt.  So that,

24     for example, asking for something like a

25     501(c)(3) doesn't get you any closer to

You created this PDF from an application that is not licensed to print to novaPDF printer (http://www.novapdf.com)

http://www.novapdf.com/


Committee on Finance
March 16, 2015

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

Page 127

1      3/16/15 - FINANCE - BILL 150078, etc.

2     how the land is being used just because

3     the person is able to produce a

4     501(c)(3), and the state law doesn't

5     require that.

6               So it has been the case that

7     where OPA and its predecessor

8     organization would go out and learn that

9     certain land was being used for a bake

10     branch or certain land was being used as

11     a cafeteria, operating as a business,

12     even if it were owned by a non-profit, it

13     may not be necessarily exempt, and that

14     reality of the law has not changed and in

15     fact OPA is not in any different

16     situation in terms of the law.  That is

17     to say, as Reverend Griffith said, if you

18     know of a church or other non-profit that

19     is not using its land, its tax-exempt

20     land for purposes for which it was

21     granted exemption, you're free to go and

22     act on that, repeal of this section

23     notwithstanding.

24               COUNCILMAN OH:  So what I'd

25     like to do -- I understand, as I spoke to
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2     Reverend Griffith, the protection of the

3     churches and religious entities, but

4     speaking on behalf of veterans

5     organizations, arts and culture,

6     hospitals, senior care and whatnot, I

7     believe that Michael Piper

8     administratively can announce today that

9     for those entities that may not have as

10     much protection as religious entities,

11     that his office is extending the

12     deadline, doing away with the letter that

13     was sent out, that there is no need to

14     comply with that letter or the supporting

15     documents, and that whatever other

16     non-profits are out there, they can rest

17     assured that they are not going to be in

18     violation of any deadline or any other

19     things by awaiting the new form and the

20     singular 501(c)(3) requirement.  And so

21     if he would do that, I certainly would be

22     much more comfortable that the Office of

23     OPA will not pursue that with

24     non-religious entities, that the whole

25     thing is off the table and there will be
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2     a new deadline for those entities that

3     are not protected.

4               MR. CHRISTMAS:  Councilman, I

5     think it ought to be clear to this

6     Committee that there is nothing in the

7     General County Assessment Law that allows

8     or contemplates the expiration of an

9     exemption rightfully enjoyed, missing a

10     deadline or not.  The General County

11     Assessment Law says as long as that land

12     is used for religious worship -- and

13     there are other kinds of exemptions like

14     for playgrounds and libraries, and we've

15     heard that.  There isn't anything in the

16     General County Assessment Law that allows

17     for the expiration of a rightfully

18     enjoyed exemption unless the use of the

19     land is changed, not because of a form

20     that came or didn't come or was

21     incomplete.

22               COUNCILMAN OH:  Right.

23               MR. CHRISTMAS:  What the

24     General County Assessment Law, as is with

25     the idea of taxable land -- this will be
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2     analogous -- when they go out, they got

3     to go out theoretically and value land

4     every year.

5               COUNCILMAN OH:  I'm not

6     disagreeing with you.  What I'm stating

7     is, some religious organizations or some

8     non-profits unbeknownst to them, before

9     computers were invented, they got their

10     501(c)(3) in 1950 something, and

11     unbeknownst to them there has been an

12     expiration, and then in order for them to

13     revive their 501(c)(3) -- and some

14     entities have been acting as non-profits

15     and they don't have the documentation.

16     So what he has said is that you could do

17     the 501(c)(3) or present some

18     paperwork that you're acting as a

19     501(c)(3).

20               COUNCILMAN GOODE:  Point of

21     information.

22               COUNCILMAN OH:  So if you are

23     an arts organization or a neighborhood

24     entity, that it would be clear today that

25     there is no deadline that is being
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2     imposed as of March 31st and that the

3     letter that you received that says you

4     got to provide these 12 documents or

5     you're going to be taxed next year is

6     withdrawn, and that --

7               COUNCILMAN GOODE:  Point of

8     information.

9               COUNCILWOMAN TASCO:  Councilman

10     Goode.

11               COUNCILMAN GOODE:  There are

12     two separate issues here.  One is the

13     exempt status of the organization.  The

14     other is the use of the land.  What

15     Mr. Christmas has testified to is that

16     under law that already existed, without

17     us having done anything, that it's OPA's

18     responsibility to look at the use of the

19     land.  What we're doing is saying it's no

20     longer their right to look at whether the

21     organization is exempt or not.

22               So there's two separate issues.

23     So we are taking away their right to look

24     at whether the organization is exempt or

25     not, but we're not taking away their
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2     right to look at how the land is being

3     used or project is being used.  That

4     distinction needs to be understood.

5               COUNCILMAN OH:  Okay.  So I'm

6     not clear on that, as I recall reading

7     caselaw involving the IRS versus various

8     churches and religious organizations.

9               COUNCILMAN GOODE:  It's no

10     longer relevant once we pass this bill.

11               COUNCILMAN OH:  What is no

12     longer relevant?

13               COUNCILMAN GOODE:  The exempt

14     status of the organization.

15               COUNCILMAN OH:  If an

16     organization --

17               COUNCILMAN GOODE:  What is

18     relevant is the use of the land and

19     whether that use of the land is taxable,

20     but it has nothing to do with The

21     Philadelphia Code.

22               (Applause.)

23               COUNCILMAN OH:  Okay.  Well,

24     that's not clear to me, what is the

25     problem with the statement that provides
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2     security for everybody.

3               COUNCILMAN GOODE:  To better

4     clarify what Mr. Christmas said at the

5     beginning, we put something in.  Now

6     we're taking it out.  That's what this

7     does.  We put it in.  Now we're taking it

8     out.  It no longer exists.  That's clear

9     enough.

10               COUNCILMAN OH:  Prior to this

11     bill, was it not the case that letters

12     were sent out?

13               COUNCILMAN GOODE:  This is

14     basically the original ordinance.  This

15     part that's circled, we're taking it out.

16     It no longer exists once we pass this.

17     And that's clear.

18               COUNCILMAN OH:  So let me make

19     sure.  Because I'm not trying to be

20     difficult.  I want to be sure.  Were

21     there letters sent out prior to this bill

22     that said if you're a non-profit and

23     you're exempt, check here for your

24     continued non-profit status?  Did that

25     not occur?
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2               COUNCILMAN GOODE:  To be

3     helpful, once the bill is effective, the

4     bill is effective, period.

5               COUNCILMAN OH:  So what you're

6     stating is --

7               COUNCILMAN GOODE:  It means

8     that this part of the code no longer

9     exists.

10               COUNCILMAN OH:  Even though

11     that part of the code no longer exists,

12     I'm asking, is there another part of the

13     code that does exist?

14               COUNCILWOMAN TASCO:  So it's up

15     to the Office of Property Assessment to

16     go back and do due diligence and contact

17     those organizations and let them know

18     that this bill was passed.

19               COUNCILMAN GOODE:  And we will

20     have revoked their authority to have done

21     it.

22               COUNCILMAN OH:  Okay.  All

23     right.

24               COUNCILWOMAN TASCO:  They have

25     to do it.
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2               COUNCILMAN OH:  I would rather

3     they do it, and I don't see any harm in

4     doing that.

5               COUNCILWOMAN TASCO:  Any other

6     questions, comments?

7               (No response.)

8               COUNCILWOMAN TASCO:  Thank you

9     very much, Mr. Christmas.

10               MR. CHRISTMAS:  Thank you very

11     much.

12               COUNCILWOMAN TASCO:  Okay.  Are

13     there any more questions about any of

14     this, about these bills?

15               (No response.)

16               COUNCILWOMAN TASCO:  There

17     being none, we will adjourn our public

18     hearing and go into our public meeting.

19               The Chair calls on Councilwoman

20     Blackwell.

21               COUNCILWOMAN BLACKWELL:  Thank

22     you, Madam Chair.  I move --

23               COUNCILWOMAN TASCO:  Don't

24     leave now.  We got to finish our

25     business.  If you leave, leave quietly,
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2     please.

3               COUNCILWOMAN BLACKWELL:  We

4     move that Bill No. 150144 be reported out

5     of Committee with a favorable

6     recommendation and also a recommendation

7     for suspension of the rules so as to

8     permit first reading at our next session

9     of Council.

10               (Duly seconded.)

11               COUNCILWOMAN TASCO:  It has

12     been moved and seconded that Bill 150144

13     be reported out of Committee with a

14     favorable recommendation and that the

15     rules of Council be suspended so this

16     bill can be heard at Council's next

17     session.

18               All in favor?

19               (Aye.)

20               COUNCILWOMAN TASCO:  Any

21     opposition?

22               (No response.)

23               COUNCILWOMAN TASCO:  There

24     being none, the motion is carried.

25               Thank you all very much.
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2               (Committee on Finance concluded

3     at 4:35 p.m.)

4                   - - -

5
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