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1

2               COUNCILWOMAN TASCO:  The

3     Committee on Finance will come to order.

4     We have a quorum in the presence of

5     Councilwoman Blondell Reynolds Brown,

6     Councilman Kenyatta Johnson, Councilman

7     Greenlee, Councilwoman Blackwell, and

8     myself.

9               We will ask the Clerk to please

10     read bills that will be heard today.

11               THE CLERK:  Bill No. 140607, an

12     ordinance amending Title 19 of The

13     Philadelphia Code, Chapter 1600, by

14     providing for installment payment

15     agreements, all under certain terms and

16     conditions; and

17               150265, an ordinance amending

18     Chapter 19-1300 of The Philadelphia Code,

19     entitled "Real Estate Taxes," by

20     authorizing, for the benefit of the

21     School District of Philadelphia, the

22     assignment or transfer of real estate tax

23     liens on commercial property either

24     absolutely or as collateral security, for

25     an amount to be determined by the
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2     Department; and removing certain

3     restrictions on the assignment or

4     transfer of real estate tax liens on

5     commercial property, all under certain

6     terms and conditions; and

7               150442, an ordinance approving

8     the Fiscal Year 2016 Capital Budget

9     providing for expenditures for the

10     capital purposes of the Philadelphia Gas

11     Works (including the supplying of funds

12     in connection therewith) subject to

13     certain constraints and conditions, and

14     acknowledging receipt of the Forecast of

15     Capital Budgets for Fiscal Years 2017

16     through 2021; and

17               150443, an ordinance

18     authorizing the extension of the program

19     authorized by Bill No. 110109 under which

20     advance approval is given to the

21     Philadelphia Facilities Management

22     Corporation to enter into certain

23     contracts and transactions arising

24     thereunder for the purchase, storage,

25     distribution, transportation and/or
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2     transmission of natural and other gas

3     supply on behalf of the Philadelphia Gas

4     Works, subject to certain terms and

5     conditions; and

6               150445, an ordinance amending

7     Chapter 19-3900 of The Philadelphia Code,

8     entitled "Tax Exemptions for Longtime

9     Owner-Occupants of Residential

10     Properties," by clarifying that once the

11     "deemed certified market value" is set

12     for purposes of the Longtime Owner

13     Occupants Program, it shall remain at

14     that value regardless of whether the

15     property is subsequently assessed at a

16     certified market value that is higher or

17     lower than the certified market value

18     that was originally used to calculate the

19     "deemed certified market value"; and by

20     authorizing eligible taxpayers who have

21     obtained the LOOP tax exemption to opt

22     out of the program and to thereafter

23     apply for a homestead exclusion; all

24     under certain terms and conditions; and

25               150508, an ordinance
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2     authorizing and approving the execution

3     and delivery of a Service Agreement

4     between the City and the Philadelphia

5     Authority for Industrial Development

6     relating to the provision by the

7     Philadelphia Authority for Industrial

8     Development of development assistance to

9     support certain costs related to

10     promoting economic and commercial

11     development of the City; approving the

12     guaranty by the Philadelphia Authority

13     for Industrial Development of certain

14     obligations related to the issuance of a

15     letter of credit to secure the funding of

16     such costs; authorizing and approving the

17     obligation of the City to pay in full

18     when due the Service Fee and other

19     amounts payable under the Service

20     Agreement and covenanting to make

21     necessary appropriations for such

22     purposes; and authorizing City officials

23     to take necessary or appropriate actions

24     to accomplish the intent and purpose of

25     the ordinance, all under certain terms
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2     and conditions; and

3               150510, an ordinance

4     constituting the Fourteenth Supplemental

5     Ordinance to the Amended and Restated

6     General Airport Revenue Bond Ordinance;

7     authorizing the Mayor, the City

8     Controller and the City Solicitor, or a

9     majority of them, to issue and sell one

10     or more series of tax-exempt or taxable

11     Airport Revenue Refunding Bonds of the

12     City of Philadelphia; designating the

13     obligations to be refunded from certain

14     proceeds of such Airport Revenue

15     Refunding Bonds; setting forth the use of

16     proceeds; amending and restating prior

17     related Ordinances with respect to the

18     pledge of Passenger Facility Charges;

19     determining the sufficiency of pledged

20     Amounts Available for Debt Service;

21     covenanting for the payment of interest

22     and principal; authorizing the Bond

23     Committee to take certain action with

24     regard to the terms and conditions of the

25     Airport Revenue Refunding Bonds and
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2     related agreements and the elections

3     under the Amended and Restated General

4     Airport Revenue Bond Ordinance;

5     authorizing the Director of Finance to

6     take certain actions with regard to the

7     sale of such Airport Revenue Refunding

8     Bonds, the investment of the proceeds

9     thereof and the City's continuing

10     disclosure obligation; and specifying

11     applicability of sections of The First

12     Class City Revenue Bond Act and the

13     Amended and Restated General Airport

14     Revenue Bond Ordinance.

15               COUNCILWOMAN TASCO:  Thank you

16     very much.

17               Let me recognize Councilman

18     Squilla who has joined the Committee,

19     which gives us a full quorum.

20               We now call on Janet Parrish,

21     Doug Moser, and Raymond Snyder from PGW

22     to testify on Bills 150442 and 150443.

23               (Witnesses approached witness

24     table.)

25               COUNCILWOMAN TASCO:  Good
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2     afternoon.

3               MS. PARRISH:  Good afternoon.

4     I have one of those very low chairs you

5     were talking about, so I'll try to sit

6     up.

7               Good afternoon, Chairwoman

8     Tasco and members of the Committee.  My

9     name is Janet Parrish.  I'm the Executive

10     Director of the Philadelphia Gas

11     Commission.  With me on Bill 150442 is to

12     my far left Douglas Moser, the Acting

13     Chief Operating Officer of the

14     Philadelphia Gas Works.

15               May we proceed?

16               COUNCILWOMAN TASCO:  Sure.

17               MS. PARRISH:  So we have

18     submitted written testimony, as always,

19     on behalf of the Philadelphia Gas

20     Commission, and attached to my written

21     testimony, which I will not read in its

22     entirety, are copies of two Gas

23     Commission decisions, resolutions and

24     orders, which embody the recommendations

25     that the Gas Commission is making to City
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2     Council this year with respect to PGW's

3     Fiscal 2016 Capital Budget.  That was a

4     decision made by the Gas Commission at

5     its April 27th meeting earlier this year.

6               Additionally, we have a

7     supplemental set of recommendations

8     adopted by the Commission at its May 11th

9     meeting, and these pertain to recommended

10     amendments to the bill.  Those proposed

11     amendments from the Gas Commission have

12     been circulated to the Committee in

13     advance of today's hearing.

14               If I can review a few

15     highlights.  The budget, as originally

16     submitted by PGW, was reviewed by the Gas

17     Commission, and the Commission

18     recommended a series of some upward

19     adjustments to the budget.  They total

20     about $5 million, and also some downward

21     adjustments, and they total about $71

22     million.  So all told, we recommended a

23     net reduction in the filed budget of

24     about $66 million.  So we've ended up

25     with a budget in its original form at
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2     $115 million.  It's a little bit higher

3     than last year's budget by about $25

4     million and, in part, that's because it

5     includes about a $3 million

6     reauthorization of some unused spending

7     authority from the Fiscal 2014 budget,

8     some additional spending for fleet

9     vehicle replacements, and a project

10     called the I-95 Reconstruction Project,

11     for which PGW mostly will be reimbursed.

12               The budget also includes about

13     $20 million to continue the, what we

14     refer to as, the Accelerated Cast Iron

15     Main Replacement Program, which PGW has

16     in place and which is funded by its DSIC,

17     D-S-I-C, but we pronounce it DSIC,

18     Distribution System Improvement Charge,

19     which generates about $20 million per

20     year to fund that work.  And what that

21     let's PGW do, it's aimed at increasing

22     the amount of annual cast iron main

23     replacement by about seven miles per

24     year, but PGW has actually been able to

25     get out an additional nine miles per year
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2     with that funding and stay within budget.

3               Now, the second set of

4     recommendations that the Commission has

5     pertain to an $8 million proposed

6     amendment to the budget.  This would

7     support what we're referring to as an

8     Incremental Cast Iron Main Replacement

9     Program to sort of differentiate that

10     from the accelerated program.  If

11     targeted to small-diameter main, which is

12     most likely what will occur, this would

13     allow PGW to eliminate an additional five

14     miles of main in Fiscal 2016, but

15     increasing when the program is fully

16     implemented in Fiscal '17 and thereafter

17     to about ten miles additional per year.

18               So the Commission's

19     recommendation is that this program, this

20     additional work, would make a safe

21     system, an overall safe system even

22     safer.  It would allow us to speed up the

23     replacement of small-diameter main by

24     about 20 years.  So that's a fairly

25     significant increment.
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2               As Council -- this is actually

3     directly responsive to recommendations

4     that City Council made this past October

5     when it issued a report regarding its

6     recommended next steps in the wake of the

7     decision not to go forward with the sale

8     of PGW.

9               Additionally, Council

10     recommended that PGW would seek PUC

11     approval to fund this incremental work

12     through an increase in the DSIC surcharge

13     from 5 to 7 and a half percent of

14     revenues, working out to about $2 on

15     average per customer per month.  So

16     really the proposed amendments we have

17     before you are really directly responsive

18     to Council's recommendations this past

19     fall.

20               If you look at the proposed

21     amendments, they also include some

22     restrictions on the line items that we

23     recommend so that they could be used only

24     for this purpose; that is, to accelerate

25     main replacement, and also we have built



Committee on Finance
June 8, 2015

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

Page 13

1      6/8/15 - FINANCE - BILL 140607, etc.

2     in some reporting mechanisms back to the

3     Gas Commission and then in turn from the

4     Gas Commission to City Council.

5               PGW has also provided written

6     testimony, which Mr. Moser can speak to,

7     but it will give you some additional

8     detail on the many line items in the

9     budget should you choose to ask those

10     questions.

11               I'd like to highlight just two

12     other areas, if I may.  One is that the

13     Commission is again recommending that

14     City Council would approve what we've

15     called the Capital Program Protocols.

16     It's a series of standards that PGW uses

17     to administer the capital budget, same

18     protocols as Council approved in

19     connection with last year's capital

20     budget.  And, among other things, what

21     that does, it gives PGW and the Gas

22     Commission authority in certain terms to

23     transfer funds among line items within

24     the budget.

25               And the final area I would
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2     touch on has to do with DBE participation

3     in the budget.  As usual, PGW has

4     prepared a forecast, which actually is

5     based on a line-item-by-line-item review

6     of every line item in the budget to

7     identify where there are opportunities

8     for participation by DBE vendors.

9               For the current fiscal year,

10     Fiscal 2015, PGW's overall DBE

11     participation goal -- that includes both

12     operating and capital budget projects --

13     is in the 15 to 20 percent range.  To

14     date, participation has been around 10

15     and a half percent, but we're not

16     finished with the fiscal year as of yet.

17               In Fiscal 2016, the capital

18     budget targets for DBE participation are

19     somewhat reduced from what they were last

20     year, about 10 to 15 percent, taking into

21     account recent experience and the

22     availability of specific opportunities.

23     However, the total DBE spend is

24     anticipated to be higher because of the

25     fact that the total capital budget is
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2     higher.

3               I also would note that as we've

4     mentioned before, PGW's DBE spending is

5     actually a reflection of actual spending.

6     It is not targets as a percentage of

7     contracts which are out there, but may or

8     may not actually be spent against.  It is

9     actual dollars out the door.

10               That said, the Gas Commission

11     has asked PGW to come up with a more

12     robust reporting system so it can really

13     better track exactly where this

14     participation is coming from, is it

15     coming from the operating side of the

16     spend, the capital side, is it in

17     material, is it in purchase services, et

18     cetera, so that we can better target and

19     focus participation opportunities and

20     outreach efforts.

21               So that is a little bit of an

22     overview of what we put before you, and

23     of course I'd be happy to answer any

24     questions you may have.

25               COUNCILWOMAN TASCO:  Thank you.
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2               Mr. Moser, do you have any

3     testimony?

4               MR. MOSER:  No.  My name is

5     Douglas Moser, Acting Chief Operating

6     Officer.  Ms. Parrish has done a

7     wonderful job of summarizing the capital

8     budget as you have in front of you.  I

9     did submit written testimony and am

10     available for any comments you may have,

11     but I would like to thank the Gas

12     Commission and the Gas Commission staff

13     as we work through again this budgeting

14     process again this year.  I'm available

15     if you have any questions.

16               COUNCILWOMAN TASCO:  Anybody

17     have any questions?

18               Councilman Henon.

19               COUNCILMAN HENON:  Thank you,

20     Madam Chair.

21               And just a few things for the

22     record.  When it comes to expanding our

23     program here in the City for our main

24     replacements and/or infrastructure

25     replacements, I think it's our
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2     housecleaning.  I mean, it's what we do

3     on a regular basis to make sure that we

4     provide a safe and efficient product to

5     our end users; is that correct?  And we

6     are trying to speed up our main

7     replacement and/or main-related

8     infrastructure equipment upgrade?

9               MR. MOSER:  That is correct.

10               COUNCILMAN HENON:  In

11     comparative to other counties, correct me

12     if I'm wrong, for example, New Jersey has

13     a more aggressive approach to that and

14     here in the City of Philadelphia we're

15     speeding it up, but we're also being

16     responsible because we're paying as we

17     go; is that correct?

18               MS. PARRISH:  That is correct

19     also.  That's right.  And not only is

20     PSE&G in New Jersey, as you mentioned,

21     PECO in our backyard is also undertaking

22     a vastly ramped-up program, and I think

23     you've seen it's kind of the state of the

24     world at this point that safety of the

25     delivery infrastructure is on everyone's
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2     mind, and efforts that can be made to

3     accelerate that that kind of strike that

4     balance between achieving additional

5     safety but also being somewhat affordable

6     to the customer and keeping that in mind,

7     as well as not overly burdening commerce

8     in the City through a lot of disruptions

9     of streets and businesses and so forth.

10     So it's a balancing act.

11               COUNCILMAN HENON:  It is.  And

12     it's a responsible balancing act with

13     expanding our infrastructure safely.

14     Just from the research and the

15     conversations that we've been having with

16     you and the rest of the executive team as

17     we move forward, I think the DSIC, the

18     increase would result just $18 a year; is

19     that correct?

20               MR. MOSER:  In the range of 18

21     to 20, yes, sir.

22               COUNCILMAN HENON:  And didn't

23     you just recently announce that prices

24     have decreased a little bit, so they drop

25     approximately $24 a year?
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2               MR. MOSER:  It's our GCR, our

3     gas cost recovery, which is the actual

4     product itself -- we have two charges.

5     One is our distribution charge and then

6     our cost recovery charge.  We just

7     announced that that's going to be going

8     down on a yearly basis by approximately

9     $24.  So this increase of the DSIC charge

10     would be more than offset by that GCR,

11     which we update on a quarterly basis, and

12     that's a reflection of actual natural gas

13     cost delivered to the customer.

14               COUNCILMAN HENON:  I have no

15     further questions.

16               COUNCILWOMAN TASCO:  Thank you

17     very much.

18               Any questions?

19               (No response.)

20               COUNCILWOMAN TASCO:  Thank you

21     all very much.  Do you have anything else

22     you want to say?

23               MS. PARRISH:  Yes.  Just in

24     conclusion, then, what we are asking is

25     that the Committee would report out the
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2     bill with the proposed amendments.  We

3     will seek a favorable recommendation and

4     a suspension of the rules so the bill

5     could be read at the next session of

6     Council, could have first reading at the

7     next session of Council.

8               COUNCILWOMAN TASCO:  Yes,

9     ma'am.

10               MS. PARRISH:  Thank you.

11               COUNCILWOMAN TASCO:  Thank you.

12     Thank you very much for coming.  Thank

13     you for taking a lot of time to work this

14     out.

15               MR. MOSER:  We appreciate that.

16               COUNCILWOMAN TASCO:  We

17     appreciate you doing that.  Thank you.

18               MS. PARRISH:  Thank you.

19               COUNCILWOMAN TASCO:  Are both

20     bills amended?

21               MS. PARRISH:  No.  The

22     amendments are to the one we were just

23     discussing, 150442, the capital budget.

24               COUNCILWOMAN TASCO:  I see it.

25               MS. PARRISH:  The capital
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2     budget.  And I'd be happy to go on to

3     150443, if you would like to hear some

4     words on that.

5               COUNCILWOMAN TASCO:  Sure.

6               MS. PARRISH:  Once again, good

7     afternoon, Chairwoman Tasco and members

8     of the Committee.  I am Janet Parrish,

9     the Executive Director of the

10     Philadelphia Gas Commission, here today

11     on behalf of the Gas Commission to

12     support Bill No. 150443, which reflects

13     the Gas Commission's recommendation to

14     City Council adopted at its public

15     meeting held on April 27th of this year.

16     Again, we are urging the approval of the

17     bill as well as requesting a suspension

18     of the rules so that first reading can

19     occur at the next session of Council.

20               In very short and sweet terms,

21     I hope this bill is simply a renewal of

22     the existing ordinance, Bill No. 110109.

23     This is a bill, the latest bill in a

24     series of bills adopted by City Council,

25     which have enabled PGW to buy its gas
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2     supply through pre-approved and

3     pre-authorized contracts, coupled with

4     various reporting requirements to the Gas

5     Commission and to City Council.  And what

6     we have before you today is simply really

7     a straight-up renewal of the existing

8     ordinance for another period of four

9     years.  The existing ordinance expires on

10     August 31st of this year.  So this would

11     extend the program until August 2019.

12     All of the features of the bill are

13     really exactly the same.  We propose no

14     modifications at this time.

15               Additionally, I would mention

16     that with respect to DBE participation in

17     the gas procurement area, PGW has in

18     place currently, approved by the Office

19     of Economic Opportunity, an Economic

20     Opportunity Plan which guides its

21     outreach efforts to enlist DBE suppliers

22     into its gas procurement program, and

23     that began in 2011.  We've actually had a

24     fairly successful experience at both

25     increasing the number of participating
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2     vendors from one DBE supplier to five,

3     and also Mr. Snyder was just telling me

4     before the hearing began that we are now

5     up to -- is it 5 percent of total

6     purchases?

7               MR. SNYDER:  Yes.  We believe

8     it would be around 5 percent for the

9     year.

10               COUNCILWOMAN TASCO:  Could you

11     identify yourself, please.

12               MR. SNYDER:  Yes.  It would be

13     approximately 5 percent for the year.

14               COUNCILWOMAN TASCO:  You have

15     to speak into the mike and identify

16     yourself.

17               MR. SNYDER:  My name is Raymond

18     Snyder.  I'm the Senior Vice President of

19     Gas Management at PGW.  And I just wanted

20     to confirm what Ms. Parrish is saying,

21     that our total spend for DBE purchases on

22     natural gas this fiscal year that we're

23     currently in partway through we expect to

24     be in the neighborhood of 5 percent for

25     the year.
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2               MS. PARRISH:  Which is a jump

3     from zero.  So it's still a relatively

4     new program, but there was none

5     previously.  So I think that's the

6     advance that we have made.  And with the

7     experience being fairly successful to

8     date, the OEO has just issued a new EOP

9     that would be intended to run coterminous

10     with this bill, and a copy of that is

11     attached to my testimony.

12               So with that, we appreciate

13     your time and the opportunity to be here

14     and happy to answer any other questions

15     you may have.

16               COUNCILWOMAN TASCO:  Any

17     questions?

18               (No response.)

19               COUNCILWOMAN TASCO:  Okay.

20     Thank you very much.  We thank you all

21     very much for your testimony.

22               Now we'll have testimony -- is

23     there anyone else who wants to testify on

24     150442 and 150443 pertaining to PGW?

25               (No response.)



Committee on Finance
June 8, 2015

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

Page 25

1      6/8/15 - FINANCE - BILL 140607, etc.

2               COUNCILWOMAN TASCO:  Thank you

3     very much.  Now we'll call on Marco Muniz

4     to discuss Bill 150265.

5               (Witness approached witness

6     table.)

7               DEPUTY COMMISSIONER MUNIZ:

8     Good afternoon.

9               COUNCILWOMAN TASCO:  Could you

10     hold on a second, please.

11               DEPUTY COMMISSIONER MUNIZ:

12     Sure.

13               COUNCILWOMAN TASCO:  Okay.

14     We're ready.  Sorry.  We got all these --

15               DEPUTY COMMISSIONER MUNIZ:

16     Thank you.  Not a problem.

17               COUNCILWOMAN TASCO:  Would you

18     please state your name for the record and

19     begin your testimony.

20               DEPUTY COMMISSIONER MUNIZ:

21     Good afternoon, Chairwoman Tasco.  My

22     name is Marco Antonio Muniz.  I'm a

23     Deputy Revenue Commissioner for

24     Collections.

25               COUNCILWOMAN TASCO:  Speak into
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2     the mike.  We're having a hard time

3     hearing up here because of the air

4     conditioning up there.  So it's right in

5     our ear and I can't hear.  I just hear

6     muffed sounds.

7               DEPUTY COMMISSIONER MUNIZ:

8     Okay.  I'll do that.

9               Good afternoon, Chairwoman

10     Tasco and members of the Committee on

11     Finance.  My name is Marco Antonio Muniz,

12     Deputy Revenue Commissioner for

13     Collections.  I am here today to testify

14     on Bill No. 150265, introduced by

15     Councilman Henon for Council President

16     Clarke and Councilman Squilla.

17               This legislation amends Chapter

18     19-1300 of The Philadelphia Code,

19     entitled "Real Estate Taxes," regarding

20     the assignment or transfer of real estate

21     tax liens.  Bill 150265 is aligned with

22     our efforts to utilize a tax lien sale to

23     collect real estate taxes, and we thank

24     this Council for the continued support

25     for initiatives to collect the funds due
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2     to the City and to the School District.

3               Later this month, the City will

4     sell real estate tax liens for the first

5     time in more than two decades.  This

6     pilot will include roughly 1,400

7     commercial properties and vacant

8     residential land.  The sale will be

9     conducted as an online auction from June

10     the 24th through June the 29th.

11     Properties identified as potential

12     auction candidates began receiving

13     notices last month and will receive at

14     least two notices before the sale.

15     Property owners are strongly encouraged

16     to pay in full or to make payment

17     agreements to avoid their property being

18     placed into the sale, and we hope that

19     many, if not all, do.

20               For those properties that

21     remain non-compliant, they will be posted

22     on the Department of Revenue's website

23     starting on June the 9th, and the liens

24     will be auctioned off at the end of the

25     month online.  At the conclusion of the
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2     sale, the liens will be transferred to

3     the successful third-party buyers.  The

4     funds paid by the third-party buyers will

5     settle the debt as far as the City is

6     concerned and the buyer will take

7     responsibility for collecting from the

8     landowners.

9               We're excited by the prospect

10     of implementing this new pilot program,

11     though it is unclear how the lien sale

12     will impact collections.  The results of

13     the pilot will help us evaluate the use

14     of tax lien sales and determine whether

15     it will generate additional revenues for

16     the City and School District more

17     efficiently and effectively than our

18     other enforcement tools or simply

19     accelerate the collection of delinquent

20     taxes.  Should the sale primarily

21     accelerate collections, we could

22     experience a reduction in overall

23     revenues in future years.

24               We are confident the pilot will

25     help us determine how best to utilize
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2     this tool going forward as we continue to

3     refine our ability to apply the right

4     enforcement tactic to the right account

5     at the right time to maximize

6     collections.  Please know that your

7     guidance and support have been critical

8     in getting us to this point, and I hope

9     that we can continue to count on your

10     support to exhaust all efforts to collect

11     from those who are delinquent.

12               We thank Council President

13     Clarke, Councilmen Squilla and Henon, and

14     members of this Committee for your

15     efforts to make sure that everyone pays

16     their fair share.

17               Thank you for giving me the

18     opportunity to testify today.  I'm

19     prepared to answer any questions you may

20     have.

21               COUNCILWOMAN TASCO:  Thank you

22     very much.

23               DEPUTY COMMISSIONER MUNIZ:

24     Thank you.

25               COUNCILWOMAN TASCO:  Councilman
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2     Greenlee.

3               COUNCILMAN GREENLEE:  Thank

4     you, Madam Chair.

5               Good afternoon, sir.

6               DEPUTY COMMISSIONER MUNIZ:

7     Good afternoon.

8               COUNCILMAN GREENLEE:  Now, you

9     say this will include 1,400 commercial

10     properties and vacant residential land.

11     Is there a timeframe on how long they've

12     been delinquent?

13               DEPUTY COMMISSIONER MUNIZ:  All

14     of the properties that are part of the

15     lien sale have been delinquent in the

16     range of either one year -- there's some

17     accounts that have just been delinquent

18     for the 2014 period and up to ten years.

19               COUNCILMAN GREENLEE:  So they

20     can be on here as little as one year?

21               DEPUTY COMMISSIONER MUNIZ:

22     That is correct.

23               COUNCILMAN GREENLEE:  Now,

24     there's some concern that this -- you say

25     vacant residential land.  Is there any
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2     other residential property included in

3     this lien sale?

4               DEPUTY COMMISSIONER MUNIZ:

5     It's commercial -- it's 70 percent

6     commercial, 70 percent is commercial from

7     the initial list that was included.

8     Roughly 39 -- 29 point something -- is

9     residential.  It's residential vacant and

10     there are some garages, I believe 20 or

11     so.  But primarily it's commercial and

12     everything else is residential vacant.

13               COUNCILMAN GREENLEE:  Because

14     you use the word "vacant residential

15     land," which says to me like vacant lots.

16               DEPUTY COMMISSIONER MUNIZ:

17     Vacant lots, yes.

18               COUNCILMAN GREENLEE:  That's

19     what they are?

20               DEPUTY COMMISSIONER MUNIZ:

21     That is what they are.

22               COUNCILMAN GREENLEE:  They're

23     not properties.  They're not buildings.

24     Is that what you're saying?

25               DEPUTY COMMISSIONER MUNIZ:  We
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2     believe that most -- that it's vacant

3     lots, yes.

4               COUNCILMAN GREENLEE:  Most are

5     vacant lots?

6               DEPUTY COMMISSIONER MUNIZ:

7     Yes.

8               COUNCILMAN GREENLEE:  I think

9     there's some concern -- I think they're

10     going to be raised in the next witness

11     from CLS -- that the law as it reads now

12     would give you the right to sell the

13     liens for residential properties.  Is

14     that true?  I mean, could you or you're

15     just going on record saying you won't do

16     that?  You know what I'm saying?

17               DEPUTY COMMISSIONER MUNIZ:

18     Yes.  The statute that authorizes the

19     City to sell its tax liens, it's a --

20               COUNCILMAN GREENLEE:  Can you

21     speak a little more in the microphone.

22               DEPUTY COMMISSIONER MUNIZ:

23     Sure.  I'm sorry.  I thought I was close.

24               It's from the Municipal Claims

25     Act, which simply states that the City is



Committee on Finance
June 8, 2015

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

Page 33

1      6/8/15 - FINANCE - BILL 140607, etc.

2     able to transfer its liens to a third

3     party.  And basically once the liens are

4     transferred to a third party, the third

5     party would have the same rights that the

6     City would have to collect, and a debtor

7     would have the same rights and

8     protections that they would have if the

9     creditor was the City, in other words.

10     But there's no -- that law has no

11     limitation saying it's only with respect

12     to this type of property or this other

13     type of property.

14               If you're saying the enabling

15     authority -- what I'm saying is, the

16     enabling authority simply states -- and

17     I'm reading from the State-enabling

18     authority -- says that we can transfer

19     any property.

20               COUNCILMAN GREENLEE:  Okay.

21               DEPUTY COMMISSIONER MUNIZ:

22     Then, of course, that's only reading from

23     the State authority.  In the Code it has

24     certain limitations as far as it has to

25     be over $1,000 and so forth.  Is that
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2     what you're referring to?

3               COUNCILMAN GREENLEE:  Yeah, I

4     guess.  Well, like I said, I just want to

5     be clear on what -- like how far could

6     you go, but you're saying you're just

7     limited to these 1,400.

8               DEPUTY COMMISSIONER MUNIZ:

9     That's correct.  This pilot -- the

10     composition of the pilot pool is

11     commercial properties, and I should have

12     explained, and non-owner-occupied

13     residential, which we think --

14               COUNCILMAN GREENLEE:

15     Non-owner-occupied?

16               DEPUTY COMMISSIONER MUNIZ:

17     That's correct.  Which we think by having

18     what is categorized on our system as

19     vacant and garages, that that's

20     non-owner-occupied.

21               COUNCILMAN GREENLEE:  Okay.

22     All right.  Thank you.

23               Thank you, Madam Chair.

24               COUNCILWOMAN TASCO:  So these

25     are not occupied facilities?
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2               DEPUTY COMMISSIONER MUNIZ:

3     That is correct.  And also just out of an

4     abundance of caution, as part of the

5     noticing process that I referenced

6     earlier, in all cases we send at least

7     two notices to the property owners.  In

8     some cases we actually send three

9     notices, because there were some

10     properties where if we knew that there

11     was an off-site mailing address, which is

12     often the case in a vacant property, we

13     send a notice off site as well.

14               COUNCILWOMAN TASCO:  How long

15     have these properties been on the list

16     for delinquency?  What's the average?

17               DEPUTY COMMISSIONER MUNIZ:  The

18     average?  The range is from one to ten

19     years.  I don't have -- off the top of my

20     head, I don't have what the average would

21     be.

22               COUNCILWOMAN TASCO:  So we get

23     the money from the people who want to buy

24     the liens and we get the money, but are

25     they going to -- are the companies going
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2     to be able to sell to collect the taxes

3     if we have -- I mean, why would they

4     collect the taxes and we haven't

5     collected the taxes?

6               DEPUTY COMMISSIONER MUNIZ:

7     Well, they're buying it -- and this is

8     just from my conversations with other

9     municipalities and just from other people

10     that are in that type of business.  The

11     reason they're doing it is because

12     they're hoping that they're going to --

13     they're stepping into our shoes, meaning

14     that they can -- they're going to be able

15     to collect 9 percent interest on the

16     principal for these liens.  So that's

17     part of the investment that they're

18     making.  They're thinking that they're

19     going to be able to get their return on

20     the investment that they're making.

21               Obviously as we put up each

22     property and we identify the property by

23     the address and some of the other

24     characteristics, the investors have to

25     make that determination.  They're going
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2     to have to do their own due diligence and

3     make a determination that they're going

4     to be able to collect on it.  That's the

5     determination that they're going to have

6     to make.

7               COUNCILWOMAN TASCO:  So at the

8     end of the day, so they get a property

9     they can't get rid of, what happens?

10               DEPUTY COMMISSIONER MUNIZ:  At

11     the end of the day -- well, mind you,

12     they're not getting -- all they're

13     getting is, they're stepping into the

14     City's shoes with respect to these liens,

15     meaning that the liens instead of being

16     owed to us, these liens, they're owed to

17     someone else.

18               COUNCILWOMAN TASCO:  Slow down.

19     Slow down.  Speak into the mike.  Speak a

20     little slower.  I have old ears.  Start

21     again.

22               DEPUTY COMMISSIONER MUNIZ:  As

23     an example, if you have a property owner

24     that owes 2013 and 2014, they owe $1,000

25     for those two years.  When the bidder
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2     purchases that lien, they pay off the

3     lien to the City.  So the City is made

4     whole for '13 and '14.  The property

5     owner would owe the lien buyer, the

6     lienholder, they would owe that person

7     for '13 and '14.  And if the property

8     owner does not pay, then the lienholder

9     would have the same rights that we do to

10     attempt to collect on it in the future.

11               COUNCILWOMAN TASCO:  What if

12     they don't collect on it?  Does it stay

13     vacant forever?

14               DEPUTY COMMISSIONER MUNIZ:  If

15     they don't collect, that's a decision

16     they're going to have to make.  Some

17     investors will acquire the lien with the

18     mindset that they're interested in the

19     property, so they want to attempt to

20     collect on the property.  Other ones will

21     take it as a passive investment and

22     they're happy to just sit back, collect

23     on the interest, and if the property is

24     sold, they're going to have an interest

25     that has to be paid ahead of other junior
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2     liens.  So they're banking on the fact

3     that at some point that the property is

4     going to change hands or the property

5     owner refinances or does something else

6     where the liens will come up, they're

7     going to get paid.  And under that

8     scenario, in some instances it's easier

9     for them to sit back, because they don't

10     have to incur any expenses.  They're just

11     waiting -- they think the majority of the

12     accounts, if it's paid, I'm going to get

13     paid, because I have a lien.  I have a

14     right to be paid that comes before any

15     other junior liens and they have to go to

16     lien, meaning the lienholder.  They have

17     to contact me and pay me.

18               COUNCILWOMAN TASCO:  And so

19     some of these owners who live outside of

20     the City, they'll be a part of the

21     package too if they are delinquent in the

22     property that they own in the City?

23               DEPUTY COMMISSIONER MUNIZ:

24     That is correct.  That is correct.  I

25     don't have the exact number, but there
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2     were several hundred that had an off-site

3     mailing address, and we notice them also

4     by sending notices outside of the State.

5               COUNCILWOMAN TASCO:  And so if

6     they don't respond, who goes after them?

7               DEPUTY COMMISSIONER MUNIZ:

8     Well, we're hoping, as I mentioned

9     before, we're hoping that people do

10     respond, and we are getting people to

11     respond.  Obviously what happens with a

12     lot of these things is that you would get

13     walk-in traffic and people will respond

14     as you get closer to the deadline, even

15     though you'll say, you know, we encourage

16     them to come forward, come forward early.

17     But in an ideal scenario, everyone would

18     come forward, everyone would pay.  So

19     there's going to be a portion of people

20     that will come forward, will enter into

21     an agreement.  We'll do everything

22     reasonably that we can do to get them

23     into compliance, get them into payment

24     agreements.  If they don't come forward,

25     then it's up to the market, the bidders
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2     to decide whether there's interest in the

3     liens that remain, which we hope that

4     there is, and hopefully that the City

5     will be made whole by getting the liens

6     sold at that point.

7               COUNCILWOMAN TASCO:  So if you

8     can do this by-right, why are you here?

9     Why are we passing this bill?

10               DEPUTY COMMISSIONER MUNIZ:

11     Because as I understand, the Council had

12     passed certain -- the prior bill put

13     certain restrictions on limitations on if

14     the City was going to transfer it to

15     third parties, it would have to be -- the

16     debt would have to be $1,000.  It

17     couldn't be anything less than $1,000.

18     There were some limitations on the amount

19     that a purchaser of the liens could add

20     to the account as far as attorney fees

21     and other charges, and what this

22     legislation is doing, as I understand it,

23     it's removing some of those limitations

24     with respect to commercial properties,

25     meaning that it doesn't have to be
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2     $1,000.  It could be slightly less than

3     $1,000, and some of the limitations

4     regarding the attorney fees have also

5     been lifted and title search fees.

6               COUNCILWOMAN TASCO:  Why

7     couldn't we do that?

8               DEPUTY COMMISSIONER MUNIZ:  I'm

9     sorry?

10               COUNCILWOMAN TASCO:  Why can't

11     we do that?  Why can't the Revenue

12     Department have the same authority as

13     we're going to give to these individuals

14     who are going to buy the liens?

15               DEPUTY COMMISSIONER MUNIZ:

16     Well, as I understand it, once this

17     ordinance is passed, we would have that

18     authority.  I think that's why in my

19     testimony I mention that the ordinance is

20     aligned with what we're trying to do.

21     It's making more commercial properties

22     eligible for lien sales, for transfers,

23     which we think would be helpful.

24               COUNCILWOMAN TASCO:  Councilman

25     Henon.
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2               Thank you.

3               COUNCILMAN HENON:  Thank you,

4     Madam Chair.

5               So this is a pilot program,

6     1,400 commercial properties and vacant

7     land, unoccupied properties.  In this

8     pilot, will this -- so this is giving

9     us -- are we correcting some of the

10     issues that we had before when it comes

11     to professional services and legal fees

12     and the thousand-dollar threshold to

13     start?  So this ordinance, does it

14     correct some of that measure as we move

15     forward, meanwhile giving us a snapshot

16     on what to expect in a larger --

17               DEPUTY COMMISSIONER MUNIZ:

18     That's how I understand it.  The pool

19     that we have, the 1,400, partly because

20     of the law as it exists today is for

21     accounts with balances over 1,000.  So

22     the same pool that we have, there's over

23     900 properties that are commercial.  All

24     of those are over 1,000 precisely because

25     the prior ordinance set a limit at 1,000
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2     or the floor at 1,000.  This would lower

3     that and say there is no limit.  So if

4     you have many accounts -- and, you know,

5     there are many accounts that are right

6     under that thousand dollars, it's 900,

7     800, but there's a lot of them that would

8     be eligible for sale.  So as I understand

9     the law, it's designed to expand the

10     possible pool of commercial accounts that

11     we could potentially take to sale.

12               COUNCILMAN HENON:  And also

13     correcting the legal fee off of the

14     collections package?

15               DEPUTY COMMISSIONER MUNIZ:

16     That's right, because when the lien --

17               COUNCILMAN HENON:  I think

18     that's important to note on the record,

19     because it was somewhat of an issue, why

20     would somebody, a third party, be

21     interested in collecting something $1,000

22     or less when legal fees were taken --

23               DEPUTY COMMISSIONER MUNIZ:

24     That's right.  Because obviously if you

25     cap -- part of the reason that it's
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2     attractive to investors is the rate of

3     return that they're going to get.  If in

4     some way some of the expenses that they

5     would have to incur that are actually

6     expenses for them, if that's capped, I

7     could see how that could have a deterrent

8     effect on investors.  So I think this

9     measure, removing those limitations, I

10     think would be helpful and would --

11               COUNCILMAN HENON:  And I agree

12     with you.  I just wanted to make sure

13     that you're saying it on the record.  And

14     this will also give us a snapshot of what

15     to expect on the collections moving

16     forward, maybe just a glimpse of the

17     percentage?

18               DEPUTY COMMISSIONER MUNIZ:  I

19     think, yes.

20               COUNCILMAN HENON:  What are

21     we -- you're saying you're looking our

22     rate of return 90 percent, is that

23     correct, or is it 70?

24               DEPUTY COMMISSIONER MUNIZ:  I'm

25     sorry?



Committee on Finance
June 8, 2015

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

Page 46

1      6/8/15 - FINANCE - BILL 140607, etc.

2               COUNCILMAN HENON:  Seventy, 90

3     percent?  What do you anticipate the rate

4     of return on --

5               DEPUTY COMMISSIONER MUNIZ:  I

6     mean, that's really difficult to project,

7     and the reason for that is, it's

8     something we haven't done.  Lien sales

9     are something we haven't done in nearly

10     20 years.  We've never done lien sales in

11     this manner.  So that it's -- I mean, all

12     that we have is, we know the pool of

13     accounts that we place.  We know what the

14     value of them are.

15               COUNCILMAN HENON:  So if you

16     know the value of them and we collect 70

17     percent, do you --

18               DEPUTY COMMISSIONER MUNIZ:  If

19     you collect --

20               COUNCILMAN HENON:  Do you have

21     a number in mind of what that is?

22               DEPUTY COMMISSIONER MUNIZ:  We

23     collect 70 percent of the pool, 70

24     percent of the pool, including all

25     interest and penalty, is roughly $7
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2     million.

3               COUNCILMAN HENON:  Okay.  I

4     have no further questions.  Thank you.

5               COUNCILWOMAN TASCO:  I see here

6     we've included vacant land.  Now, would

7     some of that vacant land have been

8     transferred to the Land Bank?

9               DEPUTY COMMISSIONER MUNIZ:  In

10     scrubbing -- and I use that term -- in

11     coming up with the pool of accounts that

12     we included in the pilot, we tried our

13     best to see what other things were going

14     on, what other enforcement actions were

15     happening.  We had a list of all the

16     properties that have been selected as

17     potential properties for the Land Bank

18     and all of those were excluded, to my

19     understanding.

20               COUNCILWOMAN TASCO:  Okay.

21               Councilwoman Blackwell.

22               COUNCILWOMAN BLACKWELL:  Thank

23     you.

24               How does this compare; that is,

25     similar or dissimilar, to a 1997 program
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2     that the City had with U.S. Bank; do you

3     know?

4               DEPUTY COMMISSIONER MUNIZ:

5     Well, that sale was -- all of the

6     properties were sold to one servicer.

7     This is a departure from that.  This is

8     actually placing all of the liens

9     individually for sale, and you could have

10     one bidder who bids on all of them, but

11     the likely outcome is that we're not

12     going to have one person that has

13     purchased all the liens that are for

14     sale.  It could be that multiple bidders

15     bid and actually acquire some of these

16     liens.

17               COUNCILWOMAN BLACKWELL:  I'm

18     concerned about the 30 percent that you

19     say -- you say vacant land.  So if

20     they're lots, how does this deal with

21     PRA?  How does this affect people who

22     want land for side yards?  How does this

23     affect any of that for residential

24     customers?

25               DEPUTY COMMISSIONER MUNIZ:
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2     Well, if you have -- as we said before,

3     we're encouraging the taxpayers to come

4     forward and pay.  And if they do that,

5     you know -- in other words, they're going

6     to be in the same position they are right

7     now.  If you have a person who has a

8     vacant property that's adjacent to their

9     home or something, they owe that amount

10     to the City.  We're asking them for

11     payment.  In many instances that same

12     account could be part of our enforcement

13     processes, which includes billing,

14     Sheriff Sale.  So we've tried some of

15     those methods to try to collect on the

16     accounts, and this is just a different

17     method that we're trying to try to get

18     them to come forward and come into

19     compliance.

20               COUNCILWOMAN BLACKWELL:  But we

21     have some people who have been waiting a

22     long time to be able to get a lot they

23     take care of, they plant on, do all kinds

24     of things for their block, and then when

25     they're finally able to do it, we come up
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2     with this kind of program where they

3     can't bid what some private company can

4     bid.  So how does this affect that?

5               I'm worried about the

6     neighborhood and the little people who

7     have been able to get access to these

8     properties and with investors who have

9     way over what they're able to do in their

10     block and in their neighborhoods.

11               DEPUTY COMMISSIONER MUNIZ:  No.

12     I understand, which is why we started as

13     early as the first week of May to send

14     notices to the property owners so that

15     they're not waiting until June 24th when

16     the lien sale begins and then now you're

17     competing against people that have more

18     financial resources.  From the beginning

19     of May to the beginning of the sale, no

20     one else -- we're only hearing from the

21     taxpayer.  So the taxpayer has all of

22     that time to come forward, and we

23     encourage them.  We have a lot of

24     different payment plans that they can

25     apply for.  We have people in our offices
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2     that they can reach out to.  And so we

3     hope that --

4               COUNCILWOMAN BLACKWELL:  What

5     if it's not the property owner but

6     neighborhoods, people on the block or the

7     block association?  How do they fit in?

8               DEPUTY COMMISSIONER MUNIZ:  So

9     you're saying you have a scenario where

10     it's -- I'm the person who is delinquent.

11     I have a lot.  But you're the neighbor,

12     right?  So under that scenario, they

13     wouldn't be -- I'm assuming the person

14     who has the adjacent property would want

15     to acquire that lot?

16               COUNCILWOMAN BLACKWELL:  Yes.

17               DEPUTY COMMISSIONER MUNIZ:  It

18     really would not be --

19               COUNCILMAN SQUILLA:  One

20     second.  I think what the Councilwoman is

21     saying is that it's usually done with

22     City-owned property where when the City

23     owns it, there's a side yard program

24     where they could purchase the property

25     right next to them for a nominal fee and
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2     then use it as a side yard if they were

3     maintaining it forever.  You're talking

4     about individually privately owned

5     properties where you're selling the tax

6     lien.

7               DEPUTY COMMISSIONER MUNIZ:

8     Right.

9               COUNCILMAN SQUILLA:  The

10     neighbor is never really going to be able

11     to buy that lien because it's a privately

12     owned property.  So I think we're not

13     talking apples and apples here.  I think

14     the person who has the property and those

15     back taxes could go forward and pay their

16     back taxes.

17               DEPUTY COMMISSIONER MUNIZ:

18     That's correct.

19               COUNCILMAN SQUILLA:  But the

20     neighbor could never say, I want to buy

21     their lien because I want to own their

22     property.

23               DEPUTY COMMISSIONER MUNIZ:  I

24     mean, they could buy the lien if they so

25     choose.  Now, what would happen is, even
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2     if someone else purchased the lien, they

3     themselves wouldn't acquire the property.

4     They would just acquire the rights to

5     those liens, to be a creditor on the

6     liens.  Now, there might be a time when

7     they in turn try to sell it.

8               COUNCILMAN SQUILLA:  Exactly,

9     but I'm saying it's not the same as our

10     side yard program where we have the

11     City-owned properties and when we sell

12     properties through the RDA through the

13     auction or you put an expression of

14     interest in on those properties, it's

15     sort of different.  I think we're

16     confusing the two.

17               DEPUTY COMMISSIONER MUNIZ:

18     Right.  Yeah.  We tried our best to not

19     have any properties that are included

20     that are part of any of those programs,

21     as I mentioned, the Land Bank and

22     anything else, and what we did is, we

23     shared that with as many people

24     internally in other departments just to

25     make sure that there were no -- these
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2     were truly delinquent accounts where

3     someone just had not paid and we could

4     move forward with it, because obviously

5     we don't want -- we have a limited amount

6     of cases that we wanted to put into the

7     pilot program and we wanted to pull

8     actual actionable accounts where someone

9     owes the money, needs to pay or it could

10     be transferred to somebody else.  So we

11     hope we did -- I mean, we hope we did a

12     good job of that.  And also by providing

13     notice in advance, it's a way of inviting

14     the property owner to come forward, and

15     if there's something that we didn't know

16     when we put the property on the list,

17     they'll make us aware of it and we can

18     correct it.  To my understanding, we have

19     not had any scenarios like that to this

20     point.

21               COUNCILWOMAN TASCO:  Excuse me.

22     Let me just add, what if the property

23     owner is dead?  How do you deal with

24     that?  If they're gone, so the property

25     is just hanging out there and it's
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2     delinquent, the guy next door wants to

3     buy it, but he can't buy it because

4     there's no real owner.

5               DEPUTY COMMISSIONER MUNIZ:

6     Well, to the lien -- because all they're

7     buying -- they're not buying the property

8     yet.  It's a little bit different when

9     you're trying to buy a property.  They're

10     just buying the lien itself.  So the

11     person right now -- that property right

12     now is delinquent, and when someone steps

13     in and purchases the liens, it doesn't

14     really change the dynamic.  At some point

15     if they want to sell the property to try

16     to collect on the money that's owed to

17     them, they're going to have to try --

18     they're going to have to do a title

19     search.  They'll discover that the person

20     is deceased.  They'll notify any

21     interested parties.  It will start

22     running -- that process will begin at

23     that point.

24               At this point since the

25     property is really not changing hands,
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2     the property remains -- and we make it

3     very clear to anyone who is going to bid

4     on the property and we make it clear to

5     the owners, because we don't want them to

6     think this is something other than what

7     it is.  We make it clear in our notice

8     this is not a sale of your property.

9     This is a sale of your tax liens, and

10     what will happen is, if you don't pay us,

11     eventually you have to pay -- I mean, it

12     will be transferred to someone else and

13     they'll be asking you for payment in the

14     same manner that we're asking you.  But

15     we made it clear to property owners we

16     are not -- this is not a sale of your

17     property.

18               COUNCILWOMAN BLACKWELL:  How is

19     the Land Bank affected by this?  And we

20     see Councilwoman Sanchez here.

21               DEPUTY COMMISSIONER MUNIZ:  We

22     have several attorneys in our office, Jim

23     Zola (ph), other people who have been

24     involved in that process, and we made

25     sure that we -- that they shared with us
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2     the list updated of all the properties

3     that had been identified for that

4     potentially in the future and we made

5     sure that those were not included in the

6     sale.

7               COUNCILWOMAN BLACKWELL:  I

8     understand that there's talk in your

9     department trying to put on liens or

10     somehow deal with senior citizen

11     properties where, as Councilwoman Tasco

12     said, where the owner is deceased and

13     have people who are in the property now

14     go back and pay money from when that

15     person is deceased.  Do you know anything

16     about a senior citizen program?

17               DEPUTY COMMISSIONER MUNIZ:

18     Honestly, I'm not familiar with that, not

19     as it relates to liens I am not.

20               COUNCILWOMAN BLACKWELL:  All

21     right.  Thank you.

22               DEPUTY COMMISSIONER MUNIZ:

23     Thank you.

24               COUNCILWOMAN TASCO:  The Chair

25     recognizes Councilwoman Sanchez.
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2               COUNCILWOMAN SANCHEZ:  Thank

3     you very much.

4               A couple of questions, and I

5     want to preface this for the record.  In

6     that 1997 lien sale, I still have

7     properties that we have not been able to

8     clear title.  And I think that I

9     understand that we want to target the

10     commercial properties, but what is the

11     methodology?  You're asking us to give

12     you full authority from basically someone

13     owing -- and my list is 1,350, and I know

14     this is a pilot.  I don't know what your

15     list of 1,400 looks like, but if someone

16     owes 500, you know, whatever, one year,

17     isn't that overreaching?  Can't we -- I

18     think you're asking for too much

19     authority.  And with this bill, if I

20     understood you correctly, because I was

21     listening upstairs, you don't ever have

22     to come back to Council to do future lien

23     sales?

24               DEPUTY COMMISSIONER MUNIZ:  As

25     I understand the bill, it wasn't so
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2     much -- it was to remove some of the

3     limitations.

4               COUNCILWOMAN SANCHEZ:  Yeah,

5     the thousand-dollar threshold, which

6     seems very minor.

7               DEPUTY COMMISSIONER MUNIZ:  The

8     thousand-dollar threshold with respect to

9     commercial properties, that's correct.

10     And I think the bill also says that

11     Revenue can set regulations to say --

12     regarding that.  So it's possible that

13     some of those regulations could set a

14     floor of some sort.

15               I understand what your point

16     is, that if it's $100, it's one year

17     delinquent --

18               COUNCILWOMAN SANCHEZ:  You're

19     the collection expert.  We all know that

20     the younger the debt is, the easier it is

21     to collect.  So we would think that if

22     we're looking at commercial liens -- and,

23     yes, this does, to a certain degree,

24     impact the Land Bank because then we lose

25     lien authority and positioning
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2     potentially for properties that we want

3     to clear title, because then you have

4     someone else, and as they're saying,

5     unlike the '97 that was sold to one

6     person, I can have people in another

7     country buying liens at Kensington

8     Avenue.

9               But can't you narrow the

10     methodology to say younger debt is easier

11     to collect, can we get this older debt,

12     high-value properties?  Like my concern

13     is that you're asking us for a blanket

14     with no methodology.  And I understand

15     it's a pilot, but I don't know what those

16     properties look like.  You may be selling

17     five properties on Kensington Avenue.

18     I'm getting ready to invest a couple

19     million dollars there.  I have five

20     problem properties and now I have an

21     investor from God knows where.

22               DEPUTY COMMISSIONER MUNIZ:  No.

23     I understand your point.  But part of

24     that is that it is a pilot program, so we

25     will know more once it's completed.
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2     We'll know more about how it fits into

3     some of the other things that we do.

4     It's not intended to be --

5               COUNCILWOMAN SANCHEZ:  So how

6     many properties and how did you pick

7     them?  What was the methodology for them?

8               DEPUTY COMMISSIONER MUNIZ:  The

9     methodology is, we had to comply with the

10     current law as it stood, which said that

11     properties had to be over $1,000.  So

12     that's one of the limitations.  Every

13     property that we have starts out at

14     $1,000.  Then we included commercial

15     properties.  We included

16     non-owner-occupied residential.

17               COUNCILWOMAN SANCHEZ:  So you

18     didn't look at value to debt?

19               DEPUTY COMMISSIONER MUNIZ:

20     Yes.  We looked at debt-to-value ratio,

21     which to your point, you're right.  In

22     many instances, the newer the debt --

23     because it's important to point out the

24     person who buys the liens, they're able

25     to collect the same amount that we can
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2     collect, which means that when a property

3     is delinquent, we're able to collect

4     interest.  But they wouldn't be able to

5     collect interest on interest or interest

6     on penalty.  So in many instances, an

7     investor is going to look at a property

8     and if it has -- they're going to look at

9     the breakdown between principal,

10     interest, and penalty, and they're going

11     to have to make a determination as to is

12     that tolerable for them, that it owes

13     this amount of interest, this amount of

14     penalty.  Now, that's not to say they're

15     not going to be able to collect it,

16     because they're able to collect every

17     charge that's on there, but --

18               COUNCILWOMAN SANCHEZ:  But

19     nothing gets accrued after that point?

20               DEPUTY COMMISSIONER MUNIZ:  No.

21     Interest gets accrued on the principal,

22     but obviously if a property is ten years

23     delinquent, it might be

24     disproportionately higher on interest.

25     So an investor would have to make that
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2     determination, is it still worthwhile for

3     them to purchase it.  We think it is,

4     which is -- but, again, it's one of those

5     things we don't know the answer to that.

6               COUNCILWOMAN SANCHEZ:  So when

7     will Council folks be able to see what

8     properties from their districts are on

9     that list?

10               DEPUTY COMMISSIONER MUNIZ:

11     Well, I believe we sent over a --

12               COUNCILWOMAN SANCHEZ:  We got

13     the full list.  We didn't get the pilot

14     list.  So, for instance, my list has

15     1,350 properties in my district that fit

16     that threshold that you talk about, that

17     zero to --

18               DEPUTY COMMISSIONER MUNIZ:  Are

19     you referring to the list that was

20     sent -- there was a list that was sent

21     today of --

22               COUNCILWOMAN SANCHEZ:  I have

23     not received a list today.

24               DEPUTY COMMISSIONER MUNIZ:

25     Yes.  It was broken down by district and
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2     it had the BRT numbers and -- I can

3     provide -- I'm happy to provide a copy

4     afterwards.  But it's broken down by

5     district.  It has the BRT number.  It has

6     the property address.

7               COUNCILWOMAN SANCHEZ:  Does it

8     have its assessment value?

9               DEPUTY COMMISSIONER MUNIZ:  It

10     doesn't have all that, no.

11               COUNCILWOMAN SANCHEZ:  Because

12     you're asking us to give you the

13     authority to make decisions.  You're not

14     clear on your methodology.  You're saying

15     you looked at all of this, but without

16     looking at a list, I don't know what you

17     applied to what.

18               DEPUTY COMMISSIONER MUNIZ:  The

19     list that we sent, you're right, it

20     doesn't have some of those fields.  We'd

21     be happy to provide some of that

22     information.

23               COUNCILWOMAN SANCHEZ:  Well, I

24     just want to go on the record again,

25     without looking at a list and how it
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2     impacts, we could be playing around in

3     circles.  There may be properties that

4     we're interested in.  I understand this

5     is a pilot.  I want to kind of try to

6     figure this out, but I'm very, very

7     uncomfortable.  I still have properties

8     from the '97 lien sale that I can't clear

9     title.  That's why I worked so hard to

10     create a Land Bank, so we can clear title

11     on some of these properties for

12     redevelopment purposes.  So thank you.

13               Thank you, Madam Chair.

14               DEPUTY COMMISSIONER MUNIZ:

15     Thank you.

16               COUNCILWOMAN TASCO:  Any other

17     questions?

18               Councilman Henon.

19               COUNCILMAN HENON:  Thank you,

20     Madam Chair.

21               And I can empathize with the

22     Councilwoman who inherited such an

23     atrocity of tangled titles and vacant

24     land that she has in her district, and it

25     is something that she should continue to
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2     fight for, but I want to go on the record

3     and I just want to clear something up

4     here.  Tax liens are not property sales.

5     This is not real property transfer or

6     purchase; is that correct?

7               DEPUTY COMMISSIONER MUNIZ:

8     That is correct.

9               COUNCILMAN HENON:  And what we

10     are authorizing here is a lien, what is

11     owed, what is delinquent, and what we're

12     saying is that, Hey, in this pilot, you

13     go ahead, try to collect, maybe you can

14     do better, and if you can do better,

15     great.  We're going to be paid whole on

16     the lien right up front; is that correct?

17               DEPUTY COMMISSIONER MUNIZ:

18     That is correct.

19               COUNCILMAN HENON:  Okay.  Thank

20     you.

21               I have no further questions.

22               COUNCILWOMAN TASCO:  But at the

23     end of the day, if you collect the lien

24     on my property and I come back and I want

25     my property, will I have to repay you for
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2     the lien that you have spent?

3               DEPUTY COMMISSIONER MUNIZ:

4     That is right.  You're repaying your

5     property.

6               COUNCILWOMAN TASCO:  Does the

7     owner always have right to that property?

8               DEPUTY COMMISSIONER MUNIZ:

9     Yes.  The owner retains the property.  We

10     make it clear to the would-be investor

11     and to the property owner.  The letter

12     says this is not a sale of your property.

13     The property is not changing hands.  It's

14     just who you owe the taxes for those

15     years has changed, because, in other

16     words, they have paid on your behalf.

17               COUNCILWOMAN TASCO:  So what

18     makes you think that they'll get paid and

19     we don't -- why can't we get paid like

20     the guy who is buying the lien?  Why

21     can't we accelerate our collections?

22               DEPUTY COMMISSIONER MUNIZ:

23     Well --

24               COUNCILWOMAN TASCO:  What's

25     wrong with our collection process?
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2               DEPUTY COMMISSIONER MUNIZ:  I

3     understand.  As I mentioned before, it's

4     not meant -- we'll know more after the

5     results of the pilot program.  We

6     understand that no one tool is going to

7     be able to get you a complete recovery on

8     everything.  We have other things that we

9     do.  We have other programs that we use

10     to collect real estate.  We have our

11     sequestration program to collect on

12     commercial real estate.  We have Sheriff

13     Sale.  But this is something that's done

14     across the country in many

15     municipalities, and many of them to very

16     good effect.  So we thought it made sense

17     to try it.  We've taken steps to try to

18     do it in as prudent a way as possible.

19     We're starting with a pilot program, a

20     limited amount of accounts, and hope that

21     we can learn a lot of lessons from it.

22               COUNCILWOMAN TASCO:  So if it

23     doesn't work, we have to buy them back

24     from you?

25               DEPUTY COMMISSIONER MUNIZ:  No.
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2     If someone purchases -- I mean, they

3     purchase the liens.  We make the property

4     owner aware that your property is not

5     going to be sold.  We give full

6     disclosure to the investors as to what

7     they're acquiring, what they have to do.

8     If they're going to acquire the liens,

9     they have to do -- they can do exactly

10     the same things that we could do.  A

11     property owner -- and the law is quite

12     explicit on this.  A property owner has

13     all of the same rights.  Once the line is

14     transferred, they enjoy all of the same

15     rights that they have prior to the lien

16     being transferred.  So all of their

17     rights that State statute conveys upon

18     them, all of the rights that this Council

19     has given to property owners, they're not

20     any different the next day.  They enjoy

21     all of those rights.

22               COUNCILWOMAN TASCO:  At what

23     point does the person who purchased the

24     lien can they sell the property to

25     collect the lien?
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2               DEPUTY COMMISSIONER MUNIZ:

3     They can -- it depends on the type of

4     property.  With respect to commercial

5     property, I believe there's no time

6     limit.  If you look at the statute, I

7     think it talks about two years if it's

8     owner-occupied property, but this is not

9     that.  If you're asking for commercial

10     property, do they have to wait, I don't

11     believe that they have to wait.

12               COUNCILWOMAN TASCO:

13     Councilman --

14               DEPUTY COMMISSIONER MUNIZ:  Let

15     me just explain that a little bit better.

16               If you have a property right

17     now that's delinquent, that means the

18     person owes for '10, '11, '12, '13, '14,

19     we could begin -- the City meaning

20     "we" -- could begin next month and take

21     that property and begin the Sheriff Sale

22     process.  So that person -- when I say

23     that someone who acquires the liens would

24     be in the same position that we would be,

25     they could proceed in the same manner at
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2     the same time that we could proceed with

3     the same restrictions.  The law says that

4     if we're going to Sheriff Sale your

5     property, I have to give you ample

6     notice.  I have to file a petition in

7     court.  You as a property owner have a

8     chance to go to court, dispute and

9     challenge the sale of your property.  A

10     property owner would not be in any worse

11     situation.  They're just -- the person

12     initiating the sale just won't be the

13     City.  It will be someone else.  But they

14     enjoy all the same rights before the

15     courts.  It's really no different.  They

16     would be in the same situation.

17               Now, one thing I did want to

18     add, in many instances a property

19     owner -- the person who acquires the

20     lien, even though there's no set limit

21     for commercial properties that says you

22     have to wait six months, eight months, as

23     a practical matter, the investor will

24     want to wait a certain amount of time,

25     because if they acquire -- if someone
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2     acquires the liens on my property and

3     then take it and begin the sale process

4     in a month, they're not really going

5     to -- they're not going to get any

6     interest on the principal.  So in many

7     instances, they'll just wait, let the

8     interest accumulate, and try to collect

9     at some point.  But the key point that I

10     want to make is, every protection that's

11     afforded to a property owner that the law

12     provides, that the Code provides, they

13     would have the day after the lien sale as

14     the day before.  They're no worse off.

15               COUNCILWOMAN TASCO:  The Chair

16     recognizes Councilman Greenlee.

17               COUNCILMAN GREENLEE:  Thank

18     you, Madam Chair.

19               First of all, this is the first

20     time you've testified before Council?

21               DEPUTY COMMISSIONER MUNIZ:  It

22     is.

23               COUNCILMAN GREENLEE:

24     Congratulations.

25               DEPUTY COMMISSIONER MUNIZ:



Committee on Finance
June 8, 2015

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

Page 73

1      6/8/15 - FINANCE - BILL 140607, etc.

2     Thank you.

3               COUNCILMAN GREENLEE:  You

4     picked a real good one.  No; you're doing

5     a good job.  I didn't think you had

6     testified before.

7               Let me just ask a question

8     along the same lines that the Chairwoman

9     said.  So as far as taking it to Sheriff

10     Sale, does it have to reach a certain

11     amount before that can be done as far as

12     the tax delinquency?

13               DEPUTY COMMISSIONER MUNIZ:

14     We're talking within the context of this

15     tax lien pilot or just in general for

16     properties?

17               COUNCILMAN GREENLEE:  Well, I

18     guess either/or.

19               DEPUTY COMMISSIONER MUNIZ:

20     Okay.  If we're just talking about

21     generally for properties, the City has

22     properties where the delinquency is very

23     small.  It could be $100.  But as a

24     practical matter, you wouldn't -- as I

25     mentioned before, there's no one tool
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2     that fits every scenario.  In that

3     scenario it's disproportionate, to the

4     Councilwoman.  That method in that case

5     is disproportionate to the debt.  So

6     that's going to be a decision.  When

7     someone acquires the lien, a specific

8     lien, that's a determination that they're

9     going to have to make, is it worthwhile

10     for them to begin the Sheriff Sale

11     process where the balance is only --

12               COUNCILMAN GREENLEE:  If it's a

13     small amount of money.

14               DEPUTY COMMISSIONER MUNIZ:  If

15     it's a smaller balance, yes.

16               COUNCILMAN GREENLEE:  All

17     right.  Thank you.

18               Thank you.

19               COUNCILWOMAN TASCO:  Councilman

20     Henon.

21               COUNCILMAN HENON:  Thank you.

22               Again, I just want to say this

23     as clearly as we can between you and this

24     table here and everybody listening.  So

25     nobody's property rights as a result of
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2     the sale of the lien is violated.

3               DEPUTY COMMISSIONER MUNIZ:

4     That's right.

5               COUNCILMAN HENON:  The owner of

6     the house, whether they're tax delinquent

7     or not, their property rights are their

8     property rights and they still have the

9     law on their side; is that correct?

10               DEPUTY COMMISSIONER MUNIZ:

11     That's right.  The law is very explicit

12     on that.

13               COUNCILMAN HENON:  So a third

14     party buys a lien from the City.  The

15     City is paid whole for the lien.

16               DEPUTY COMMISSIONER MUNIZ:

17     That's right.

18               COUNCILMAN HENON:  The third

19     party tries to collect.  They think they

20     can collect better.  They do or they

21     don't, and if they don't, they're made

22     whole, they're first priority on the sale

23     of the house; is that correct?

24               DEPUTY COMMISSIONER MUNIZ:

25     That's correct.
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2               COUNCILMAN HENON:  And they

3     also have, the owners, the property

4     rights, the owner of the property

5     still -- there's still a process, as like

6     you said, Sheriff Sale and any other

7     tools, the same tools legally through the

8     court system that the court order for

9     Sheriff Sale?

10               DEPUTY COMMISSIONER MUNIZ:

11     That's right.  The same notice process --

12               COUNCILMAN HENON:  The same

13     protections.

14               DEPUTY COMMISSIONER MUNIZ:  The

15     same protections.

16               COUNCILMAN HENON:  Although

17     everything here is non-occupied --

18               DEPUTY COMMISSIONER MUNIZ:

19     That's right.

20               COUNCILMAN HENON:  -- in this

21     pilot program, but if it were to be

22     occupied, the same protections and legal

23     rights, the property rights apply; is

24     that correct?

25               DEPUTY COMMISSIONER MUNIZ:
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2     Right.  And as you know, one of the most

3     important legal rights is notice, because

4     you have to provide notice.  You have to

5     provide notice.  You have to go through a

6     legal process.  That means you have to

7     file a petition.  They have to go to

8     court.  So that property owner is going

9     to have every protection the court under

10     the law can give them.  They're going to

11     have a forum.  They're going to have a

12     voice if anything comes up at any point.

13               COUNCILMAN HENON:  Thank you

14     very much.

15               DEPUTY COMMISSIONER MUNIZ:

16     Thank you.

17               COUNCILWOMAN TASCO:

18     Councilwoman Brown.

19               COUNCILWOMAN BROWN:  Good

20     afternoon.

21               DEPUTY COMMISSIONER MUNIZ:

22     Good afternoon.

23               COUNCILWOMAN BROWN:  As a

24     followup to Councilman Henon's

25     remarks/questions, one thing we don't do
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2     well as legislators is make legislation

3     dummy proof, because there's always a

4     citizen who simply doesn't understand it,

5     won't get it, and ends up in a very dark

6     space.  So what provisions or protections

7     are we as a City going to take to more

8     than adequately remind and repeat the

9     reminder that citizens are at risk of

10     losing their homes?

11               DEPUTY COMMISSIONER MUNIZ:  The

12     notice that we send out, it explicitly

13     says -- there's a section in it where

14     we're saying what is this, explaining

15     what a tax lien is.  In it -- I wish I

16     had a copy of it with me.  It says this

17     is not a sale of your property.  At the

18     end, if you don't resolve the lien with

19     us, the property is not going to change

20     hands.  Because clearly we want the

21     taxpayer to come forward.  We don't want

22     to scare people.  I mean, and also we

23     don't want to -- the notice has to say

24     exactly what it is.  It can't say or it

25     can't be vague.  We didn't want in any
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2     way have it be vague so people would

3     think that it's one thing and not the

4     other and come in and pay.  We wanted to

5     tell them this is what it is.  This is a

6     transfer of the liens in your property.

7     It is not a sale of your property, and

8     all that it means is when someone

9     acquires that lien, you have to pay

10     them --

11               COUNCILWOMAN BROWN:  Okay.

12               DEPUTY COMMISSIONER MUNIZ:  --

13     for these years.  But not only that, we

14     also are clear in whoever buys it,

15     because we don't want people to have the

16     wrong idea on either side of the

17     equation.  If you're going to bid on it,

18     we make it abundantly clear, every notice

19     that we provide to potential bidders, you

20     are not buying the property.  You are

21     buying the lien.

22               Now, with respect to them,

23     they're more sophisticated.  They've done

24     this before, most of them.  They go buy

25     liens in one municipality or another, but
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2     there's still some that may not.  This

3     may be their first foray into it.  We

4     want to make sure there's no -- that

5     after the sale closes, that no one can

6     say we weren't -- you know, we didn't

7     know what we were doing, the City was not

8     up front with us, they were not clear.

9     We want to make sure that everyone

10     understands exactly what we're doing.

11               COUNCILWOMAN BROWN:  No blurred

12     lines.

13               DEPUTY COMMISSIONER MUNIZ:

14     Yes.

15               COUNCILWOMAN BROWN:  Okay.

16     Thank you.

17               COUNCILWOMAN TASCO:  At the end

18     of the day, what fuels a buyer to buy a

19     property -- to buy the liens?  I mean,

20     why would they buy a lien and hold it?  I

21     mean, they're just not going to hold it

22     forever.  At some point in time they're

23     going to sell the property, right?

24               DEPUTY COMMISSIONER MUNIZ:  At

25     some point, right.  At some point they
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2     may very well decide that it makes sense

3     for them to sell -- to attempt to sell

4     the property.

5               COUNCILWOMAN TASCO:  So why do

6     they think they can get the funds from

7     the owner and not the City?  What's wrong

8     with our -- I said earlier, what's wrong

9     with us?

10               DEPUTY COMMISSIONER MUNIZ:

11     Well, the reason, just as a general

12     point, the reason a lot of municipalities

13     do it is that if you have -- let's say

14     you have 10,000 accounts or -- this pool

15     is 1,400.  You can't possibly -- if you

16     are going to choose that method, Sheriff

17     Sale, then are you able to take 10,000

18     properties to Sheriff Sale all at once?

19     And the answer to that is no, you

20     wouldn't be able to do that.  It would

21     overwhelm the court system, it would

22     overwhelm all the other processes for

23     Sheriff Sale.  But if you sell it through

24     a lien sale, you get your money.  The

25     accounts are paid.  All of them are paid
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2     at once.  So obviously it's a way of

3     getting your money, the City's money, but

4     getting it at an earlier stage.

5               If we're able to sell or settle

6     these same 1,400 accounts, that's 1,400

7     accounts that we're not going to have

8     to -- that we won't have to devote other

9     collection efforts towards, that we can

10     use it to try to collect on some of our

11     other taxes.

12               So I think that's the

13     calculation that a lot of municipalities

14     make, to try to get revenue into the

15     municipality quicker, but also to be able

16     to use the limited resources -- and we

17     all have limited resources obviously.

18     Every municipality could have more

19     collection enforcement officers and so

20     forth.  But it let's you utilize your

21     resources better.

22               COUNCILWOMAN TASCO:  Question,

23     Councilwoman Blackwell.

24               COUNCILWOMAN BLACKWELL:  Thank

25     you.
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2               So what money -- can they

3     charge the person who wants their

4     property back?  How much could they

5     charge them?  Is there any limit on that?

6               DEPUTY COMMISSIONER MUNIZ:

7     There was formerly a limit.  The prior

8     version of this ordinance had a limit for

9     commercial properties.  This does away

10     with two of the limits, attorney fees,

11     but as I mentioned before, if I take a

12     property to Sheriff Sale and I want to

13     impose attorney fees, that judge who is

14     presiding over that case has to sign off

15     on those fees.  So the same limitations

16     that we have, if we take a property to

17     Sheriff Sale, we can only impose

18     reasonable -- the law says reasonable

19     attorney fees.

20               COUNCILWOMAN BLACKWELL:  These

21     people are private, so they don't have to

22     charge reasonable attorney fees.

23               DEPUTY COMMISSIONER MUNIZ:  No;

24     they do.

25               COUNCILWOMAN BLACKWELL:  They
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2     can charge whatever they want.

3               DEPUTY COMMISSIONER MUNIZ:  No.

4     Actually, they do have to charge.

5     They're bound by the same laws, the same

6     limitations that we are.  If they file a

7     Sheriff Sale action, they're going to

8     have to go before a judge.  They're going

9     to have to explain to that judge why the

10     attorney fees that they're asking for are

11     reasonable.

12               COUNCILWOMAN BLACKWELL:  But

13     you just said this bill makes it easier

14     for them.

15               DEPUTY COMMISSIONER MUNIZ:  No.

16     It just -- what it does, it doesn't

17     create a cap, because you may have a

18     scenario where if you set it at 1,000 but

19     maybe in this particular case the

20     attorney fees should be higher than that,

21     because not every case is the same, what

22     simply it does, it removes what would be

23     otherwise just be an -- would be just a

24     one-size-fit-all cap and just says just

25     let the process take its course.  Every
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2     property is going to be notified.  All of

3     them have to go before a judge.  The

4     judge is going to decide whether the fees

5     are reasonable.

6               COUNCILWOMAN BLACKWELL:  You

7     said every case has to go before a judge?

8               DEPUTY COMMISSIONER MUNIZ:

9     Before you file a Sheriff Sale petition,

10     you have to file a petition with the

11     court.  I as the property owner have

12     every right to appear before the judge

13     and say, The fees that are being imposed

14     in this case are unreasonable.

15               Not every case will go before

16     the judge, because at the end of the day,

17     it's up to the taxpayer.  The taxpayer

18     has to enforce his or her rights, but it

19     all begins with notice.  Once they're

20     notified and they're provided with the

21     right forum, which is a hearing before a

22     judge, it's up to them.  It's up to the

23     property owner to avail themselves of

24     that forum, but they have it.

25               COUNCILWOMAN BLACKWELL:  But
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2     most people who get in that position in

3     the first place don't have it.  So many

4     people won't take it to court because

5     they can't afford it.

6               There's just so many questions

7     with this legislation, in my mind.

8               Thank you.

9               DEPUTY COMMISSIONER MUNIZ:

10     Thank you.

11               COUNCILWOMAN BLACKWELL:  Thank

12     you, Madam Chair.

13               COUNCILWOMAN TASCO:  How much

14     do you project that you will get from

15     this process?

16               DEPUTY COMMISSIONER MUNIZ:  I'm

17     sorry?

18               COUNCILWOMAN TASCO:  What is

19     your projection for income from this?

20               DEPUTY COMMISSIONER MUNIZ:

21     It's difficult to project what it would

22     be.  We just have never done it before.

23     I mean, you can certainly have hopes.  We

24     know how much it is.  We know that it's

25     1,400 accounts.  We know that the
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2     breakdown of principal and penalty, it's

3     about 7 million in principal, 10 million

4     overall for the 1,400 or so accounts.  We

5     just don't know in advance of the sale

6     how many taxpayers will come in and

7     pay -- some have already -- how many

8     taxpayers will come and make

9     agreements -- some have already -- how

10     many properties will sell at the lien

11     sale.  We just don't know.  I mean, we

12     know from seeing other municipalities,

13     they seem to do fairly well at getting

14     money in advance of the sale and through

15     the sale, but it's difficult to project

16     that to our liens.  Not every lien pool,

17     not every municipality is the same.  So

18     it's difficult to project it.

19               COUNCILWOMAN TASCO:  Let me ask

20     one other question.  We already have

21     contracted with firms to collect

22     delinquent taxes.  Where is that?  What's

23     the success rate of that and what are the

24     impediments?

25               DEPUTY COMMISSIONER MUNIZ:  I'm
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2     sorry?  What is the --

3               COUNCILWOMAN TASCO:  The

4     impediments.  Why haven't we collected

5     all this money if we have those liens

6     already in the hands of companies we

7     contract with to collect the back taxes?

8               DEPUTY COMMISSIONER MUNIZ:

9     Well, part of that -- to the point that I

10     made earlier, a lot of that has to do

11     with capacity as far as -- if one of the

12     collection tools that they use -- and

13     they use very effectively.  They use it.

14     Our own internal Law Department, our Tax

15     Unit, uses it as well, Sheriff Sales.

16     It's just that with the amount of

17     accounts that are delinquent, you can't

18     possibly -- if you want to try to collect

19     as much as you can as early as you can,

20     you can't put every property through the

21     Sheriff Sale process.

22               Now, we've made great progress

23     in that area.  We are filing more Sheriff

24     Sale petitions per month than we ever

25     have.  So we've increased the capacity in
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2     that area, and what we hope is that

3     through the lien process, that it's not

4     meant as -- we'll know more in the next

5     few weeks, but we hope that it

6     complements the things that we do.

7     Because not every -- no one remedy is

8     going to be able to get you to the point

9     where you're collecting 100 percent.  We

10     need to use the right tool at the right

11     time for the right accounts.

12               COUNCILWOMAN TASCO:  Are you

13     going to keep the contract with the

14     existing companies that are collecting

15     delinquent taxes or do they go away?

16               DEPUTY COMMISSIONER MUNIZ:  As

17     I mentioned before, our collection

18     partners, GRB, Linebarger, they, in

19     addition to our Law Department, have done

20     a great job in getting us to the point

21     where we're collecting a lot of the

22     delinquent taxes.  We have asked them to

23     increase the number of properties that

24     are taken through Sheriff Sale,

25     properties that as far as interacting
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2     with the taxpayers.  They've been

3     responsive towards doing that.  We

4     just -- and we do anticipate that there

5     will be a role for our outside collection

6     agencies, because no one enforcement tool

7     can do it all.  Sheriff Sales can't do it

8     all.  Lien sales can't do it all.  We

9     internally -- and that's why we have

10     collection partners with the outside

11     sector -- we can't ourselves do it all.

12     So I do anticipate that that will

13     continue, that there will be a place for

14     our own internal Sheriff Sale actions.

15     There will continue to be a place for our

16     co-counsels to assist us in that.  There

17     will continue to be a place for our

18     sequestration program to do collection on

19     commercial properties.  It's just

20     we're -- I think it made sense.  The time

21     was right to try to do something

22     different.  And not just for the sake of

23     doing something different, but just for

24     the fact that it has worked in other

25     municipalities, and we're hoping that
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2     that can be translated into our tax

3     system as well.

4               COUNCILWOMAN TASCO:  Any other

5     questions?

6               (No response.)

7               COUNCILWOMAN TASCO:  Thank you.

8     Thank you.

9               We have someone else here to

10     testify on this bill.  Community Legal

11     Service, Mr. Monty Wilson.

12               DEPUTY COMMISSIONER MUNIZ:

13     Thank you very much.

14               COUNCILWOMAN TASCO:  Thank you.

15     Don't leave.  We may have questions for

16     you.  Don't leave.

17               DEPUTY COMMISSIONER MUNIZ:  Oh,

18     they have questions.  I'm sorry.

19               COUNCILWOMAN TASCO:  No.  No

20     more questions for right now, but don't

21     leave.

22               DEPUTY COMMISSIONER MUNIZ:  Oh,

23     I will not leave, Councilwoman.  I had no

24     intention of doing that.  Thank you.

25               (Witness approached witness
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2     table.)

3               COUNCILWOMAN TASCO:  Good

4     afternoon.

5               MR. WILSON:  Good afternoon,

6     Councilwoman.

7               COUNCILWOMAN TASCO:  Would you

8     state your name for the record and

9     proceed with your testimony.

10               MR. WILSON:  My name is Monty

11     Wilson.  I am a lawyer with Community

12     Legal Services in Philadelphia and --

13               COUNCILWOMAN TASCO:  Can you

14     speak into the mike.  Keep the mike close

15     to your mouth.

16               MR. WILSON:  My name is

17     Montgomery Wilson.  I'm a senior attorney

18     with Community Legal Services in

19     Philadelphia, and I'm here today to

20     testify regarding Bill 25 -- I'm sorry.

21     Let me get the number right.

22               COUNCILWOMAN TASCO:  150 --

23               MR. WILSON:  254.

24               COUNCILWOMAN TASCO:  265.

25               MR. WILSON:  265, thank you,
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2     the tax lien sale bill proposing to amend

3     and remove certain restrictions on

4     commercial properties.

5               Let me begin by saying that as

6     to the removal of the restrictions on

7     commercial properties that's proposed

8     today, I have no objection to that nor

9     does CLS.  I'm here specifically because

10     I've been working with homeowners for

11     years dealing with property tax

12     foreclosures on their homes, and I am

13     concerned about the fact that the tax

14     lien sale ordinance as it currently

15     stands does not provide protections for

16     homeowners whose property could be

17     subject to these same tax lien sales.

18               If the bill today is strictly

19     limited to commercial properties, I have

20     no objection to that.  But I do not

21     believe that the City should allow the

22     sale of tax liens on family homes at

23     auctions, at least not until the

24     homeowners have had a fair chance to work

25     with the City to preserve those homes.
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2     I'm here today asking that the Finance

3     consider an additional amendment to

4     Chapter 19-1305 of the Code to make it

5     clear that tax liens related to

6     owner-occupied residential properties

7     shall not be assigned, sold or

8     transferred until 30 days after the owner

9     of the home has defaulted on an

10     owner-occupied payment agreement or a

11     standard payment agreement with the City.

12               I'm sure you remember that back

13     in 2013 CLS worked closely with City

14     Council to create the Owner-Occupied

15     Payment Program, the OOPA, to allow

16     homeowners to make affordable payment

17     agreements on their delinquent property

18     taxes while at the same time ensuring

19     that the City was paid.

20               In April 2015, the Department

21     of Revenue issued its first annual report

22     stating that Revenue had entered into

23     6,392 owner-occupied payment agreements

24     with homeowners.  I included a copy of

25     the report with my testimony today.
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2               Even allowing for some

3     defaults, this means that there are

4     almost 6,000 low-income and middle-income

5     families in Philadelphia who are

6     successfully using the OOPA program to

7     preserve their homes while at the same

8     time paying the City the money it needs.

9     The OOPA, Owner-Occupied Payment Program,

10     is a success and, frankly, I think it's a

11     model for other cities.

12               Unfortunately, the tax lien

13     sale provision of 19-1305 may create a

14     class of homeowners who will become

15     ineligible for the OOPA program once the

16     liens on their homes are sold, assigned

17     or transferred.  Currently, tax liens on

18     homestead properties can be sold, but the

19     purchaser may not initiate the

20     foreclosure for 20 more months after the

21     date of the sale.  For many homeowners,

22     paying off a tax delinquency plus

23     interest, costs, and fees to a private

24     party in 24 months will simply be

25     impossible.  That's what drove CLS to
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2     begin to take part in this problem from

3     the beginning.

4               These homeowners at this point,

5     if the lien is with the City, these

6     homeowners will have a chance to move

7     forward and get into an owner-occupied

8     payment program.  Many of these

9     homeowners are low-income families and

10     are seniors living on a fixed income.  At

11     the same time, these homeowners may no

12     longer be able to qualify for an

13     income-based OOPA payment program because

14     private tax lien buyers are not covered

15     by the OOPA payment plan ordinance.  The

16     law as it stands now would create a dual

17     system where homeowners who are chosen

18     for a private lien sale would lose any

19     real chance that they had to save their

20     homes and be in an affordable payment

21     plan while those whose liens are assigned

22     to the Law Department or its co-counsel

23     for collection would still qualify for a

24     payment plan.

25               City Council unanimously passed
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2     the OOPA ordinance in 2013 in order to

3     achieve three important goals.  First,

4     give homeowners a fair chance to work

5     their way out of debt on an affordable

6     payment plan tied to their real incomes.

7               Second, creating a uniform,

8     consistent system of payment plans which

9     all homeowners would be considered for.

10               Third, giving everybody one

11     bite of the apple, a fair chance to save

12     their homes before facing a tax

13     foreclosure.

14               CLS is concerned that unless

15     the tax lien sale provisions are amended

16     to exempt homestead properties that have

17     already defaulted on an OOPA payment

18     program, sales of tax liens on homesteads

19     on owner-occupied properties could

20     undermine these goals by depriving some

21     homeowners of an affordable payment

22     agreement, a loss that will often force

23     them into foreclosure; create an

24     arbitrary dual system where some

25     homeowners will be simply lucky enough to
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2     have their liens collected by the City or

3     its co-counsel while other people will

4     have their liens privatized and be forced

5     into a 24-month do or die situation, and

6     these same families will not even have

7     that one fair bite at the apple.  A

8     payment plan to increase -- and that all

9     of this will lead to an increase in the

10     public's perception that the City's

11     collections are simply an unfair process.

12               The solution is simple.  Amend

13     the Code to exempt tax lien on homestead

14     properties from sale or assignment until

15     30 days after a homeowner has defaulted

16     on the OOPA agreement.  I propose

17     language in my testimony for just such a

18     limitation.  The proposed homestead tax

19     lien execution would help ensure that all

20     homeowners uniformly are given a chance

21     to obtain an affordable owner-occupied

22     payment agreement without unduly

23     prejudicing the City since homeowners who

24     failed at that one bite of the apple by

25     defaulting on their payment plans would
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2     then be subject to a private lien sale

3     after 30 days.  All homeowners would

4     still be facing possible legal action by

5     the City or its outside co-counsel and

6     the City would still be able to use

7     private lien sales to collect revenue

8     owed on non-owner-occupied properties

9     such as rental properties, vacant lots,

10     commercial properties to collect those

11     liens.

12               In short, what this will do is

13     recognize that owner-occupied properties

14     deserve a little more due process and are

15     a little more special.

16               I want to just add in light of

17     the prior testimony that while I largely

18     agree with the Department's plan to

19     privatize these liens, I think there's

20     two key distinctions that need to be

21     made.  When we talk about notice and the

22     court process, once the court process

23     begun, these liens have been sold.  There

24     is no more opportunity for the person to

25     get into an owner-occupied payment



Committee on Finance
June 8, 2015

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

Page 100

1      6/8/15 - FINANCE - BILL 140607, etc.

2     agreement.  So the only chance these

3     people will have are the notices they're

4     getting.  In the meantime, people who are

5     dealing with the City or its co-counsels

6     will have the entire legal process to

7     apply for that payment plan.

8               And there is one distinction I

9     do have to disagree with Councilman Henon

10     and the Department.  They both said

11     there's no difference, this is not a sale

12     of the property.  While that is true,

13     based on the definition of whom the

14     owner-occupied payment agreements applies

15     to, I do not believe that private

16     lienholders once they purchase these

17     liens are required to offer these payment

18     plans.  That's a significant loss for a

19     family living in a house.

20               So I would urge the Council to

21     consider this amendment to put a

22     limitation making it clear that

23     owner-occupied homes should not be

24     subject to privatization.

25               COUNCILWOMAN TASCO:  Councilman
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2     Greenlee.

3               COUNCILMAN GREENLEE:  Thank

4     you, Madam Chair.

5               Good afternoon.  So just so I'm

6     clear, what Mr. Muniz said about who the

7     City is focusing or targeting, you don't

8     have a problem with that, right?

9               MR. WILSON:  The proposal, one,

10     to change the restrictions on commercial

11     properties, I have no objection to that.

12     And my understanding of the current plot,

13     the pilot program, if it doesn't include

14     owner-occupied homes, I have no problem

15     with that.

16               COUNCILMAN GREENLEE:  You have

17     no problem with that.  But basically what

18     you're talking about is to make it

19     clearer or ensure that it won't affect

20     owner-occupied properties.  Is that the

21     fair way to say it?

22               MR. WILSON:  Yes.  I would

23     agree with that.  I mean, the City said

24     that this is a pilot program.  If it's

25     successful, they will expand the scope.
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2               COUNCILMAN GREENLEE:  Okay.

3               MR. WILSON:  If it's about

4     fast-tracking sales and getting them off

5     the City's docket, the one group that we

6     should make an exception for and

7     recognize that they need a little more

8     time are homes.

9               COUNCILMAN GREENLEE:  I got

10     you.  And in fairness -- and I'm glad

11     you're pointing this out, because

12     obviously one of the attractions of this

13     is, there at least is the possibility and

14     the Administration is proposing obviously

15     a real estate tax increase this year.  So

16     I think we've heard from many

17     constituents about do the best you can to

18     collect what's owed already.  So I think

19     in fairness, that's what this bill is

20     trying to do.

21               But, Madam Chair, if I could

22     ask, could I ask Mr. Muniz or somebody

23     from the Administration to come back and

24     just say would they be okay with what

25     Mr. Wilson is proposing.
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2               COUNCILWOMAN TASCO:  Come back.

3               COUNCILMAN GREENLEE:  See, we

4     told you you couldn't leave.  See that.

5               (Witness approached witness

6     table.)

7               MR. WILSON:  I have no

8     objection to a debate.

9               COUNCILMAN GREENLEE:  It might

10     not even be debate.  Maybe he'll agree.

11               See, we want to hear you say

12     you agree, so that makes it a lot easier.

13     Go ahead.  I'm sorry.

14               DEPUTY COMMISSIONER MUNIZ:  One

15     thing I wanted to clarify is that it is

16     our position in reading the statute,

17     reading the Code provision that someone

18     who acquires the liens would have to --

19     basically they would have all the same

20     rights that we would have, but the

21     property owner would retain all of the

22     same property rights.  So if you have a

23     property owner that could get an OOPA

24     agreement when the lien is owned by the

25     City, they would be able to get that
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2     agreement if it's owned by a lienholder.

3     And we have in fact in the agreement if

4     someone purchases the liens, one of the

5     terms that they have to agree upon is

6     that they take subject to the Code

7     provisions and all of those things.

8               So I think we have tried our

9     best to deal with that scenario.

10               COUNCILMAN GREENLEE:  But what

11     about the question -- Mr. Wilson's

12     suggested amendment?  Do you see a

13     problem with that, putting that in the

14     bill?

15               DEPUTY COMMISSIONER MUNIZ:  I

16     don't have any -- I don't have any

17     position on that at this point as far as

18     an agreement on that bill.  I would have

19     to -- we would have to review that

20     further.  It's my understanding that was

21     not part of what the bill was going to

22     include today.

23               COUNCILMAN GREENLEE:  No.

24     That's true.  As Mr. Wilson said, though,

25     I think what we're trying to do is make
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2     it clear what the intention of this bill

3     is.  And I guess the question is, even if

4     it's technically not legally necessary,

5     is it a problem -- I don't see a problem

6     putting it in unless somebody can tell us

7     why it would be.

8               DEPUTY COMMISSIONER MUNIZ:

9     Just to refresh my understanding of it,

10     what is the amendment?  How would it

11     change what's currently on the statute?

12               COUNCILMAN GREENLEE:  It says,

13     In the case of homestead properties, as

14     defined in this section, not transfer,

15     sell or assign claims unless and until 30

16     days after a taxpayer has defaulted on a

17     homestead payment agreement.

18               Mr. Wilson, maybe you can show

19     it to him rather than me reading it to

20     him.

21               DEPUTY COMMISSIONER MUNIZ:  I

22     mean, one question that I would have --

23     obviously that envisions the scenario

24     where someone has -- under this, someone

25     has already entered into an agreement?
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2               MR. WILSON:  They may not have.

3               COUNCILMAN GREENLEE:  I think

4     the key is -- and maybe this wording

5     isn't perfect -- is that we want to be

6     clear that we're not going after

7     owner-occupied properties.

8               Am I right?

9               MR. WILSON:  Yes.

10               COUNCILMAN GREENLEE:  That's

11     basically it, that that's not -- that

12     single family or single owner-occupied

13     properties.

14               DEPUTY COMMISSIONER MUNIZ:  My

15     concern --

16               COUNCILMAN GREENLEE:  Now, if

17     somebody owns a number of properties,

18     we're talking about something different,

19     because they're not all owner-occupied.

20     But we're talking about somebody -- you

21     know, the case of an older person that

22     just is falling behind, you know,

23     whatever the case may be.  That's not

24     the -- I know you had said that wasn't

25     your intention or the Administration's
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2     intention.  So we're saying, and I think

3     Mr. Wilson is saying, why not make that

4     clear in an amendment so there's no

5     dispute about that.

6               DEPUTY COMMISSIONER MUNIZ:

7     It's not only our intentions; that in

8     fact is not what we're doing.  So it's

9     not only as intended --

10               COUNCILMAN GREENLEE:  Then why

11     not put it in, is my question.

12               DEPUTY COMMISSIONER MUNIZ:

13     It's in practice.  My question would be,

14     under that scenario, would you have to

15     breach an OOPA agreement?  What if the

16     person didn't have an agreement?

17               MR. WILSON:  In the case where

18     the person wasn't in an agreement, they

19     would not be able to be subject to a

20     private tax lien sale.  There's nothing

21     that would restrict this from being

22     forwarded to the City Law Department, GRB

23     or Linebarger Goggan for collection,

24     which is what they do now.  I'm not

25     asking that they not be collected.  I'm
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2     asking that the collection not be

3     privatized because --

4               COUNCILMAN GREENLEE:  That the

5     lien not be sold.

6               MR. WILSON:  I do disagree that

7     a lienholder -- it may be something that

8     a court would have to decide, but the

9     definition of "department" in the

10     owner-occupied payment agreement

11     ordinance states who is covered by that

12     provision, and it includes agencies of

13     the City or collections contracted with

14     the City.  I don't think a private

15     lienholder would feel bound by that, and

16     I also can't imagine even if that's

17     feasible, if even they are legally

18     bounded by that, how would you convince a

19     private person that they have to comply

20     with a 12-page contract, they have to

21     provide all the notices required, and

22     they have to forgive penalties and

23     interest if the person is income

24     eligible.  I don't think a private person

25     is going to do that.
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2               COUNCILMAN GREENLEE:  But,

3     again, you're talking about if it was an

4     owner-occupied property.

5               MR. WILSON:  If it was an

6     owner-occupied property and somehow the

7     argument was, Well, they still can apply

8     for an owner-occupied payment agreement.

9     I think it would lead to, one, a question

10     of whether that is in fact the law, and

11     then if it turned out that it was,

12     getting a private party to actually

13     follow that law would be interesting, to

14     say the least.  I don't know how you

15     would manage to get a private lienholder

16     who was earning his 9 percent interest to

17     agree to accept from a homeowner full

18     payment on the balance and then say, Oh,

19     we're going to forgive 50 percent of the

20     interest on your property per the

21     owner-occupied payment agreement statute.

22     I can't imagine a private investor doing

23     that.  They bought this property to make

24     money.

25               The simplest solution is to
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2     make a clean line that says if you have

3     not defaulted on an owner-occupied

4     payment agreement, you will not be

5     subject to lien sale.  You could still be

6     referred for collection by the City or

7     its collection agencies, and if you

8     default, then, yes, you had your one bite

9     at the apple.

10               COUNCILMAN GREENLEE:

11     Mr. Muniz, how does that sound?

12               DEPUTY COMMISSIONER MUNIZ:

13     It's actually -- it's a much larger

14     amendment than it sounded at first,

15     because now it seems to be saying that if

16     you're an owner-occupied, that you cannot

17     be included in the sale whatsoever.

18               COUNCILMAN GREENLEE:  In the

19     lien sale, yeah.  That's what --

20               DEPUTY COMMISSIONER MUNIZ:  You

21     can do other things, but you couldn't be

22     included in the lien sale.

23               MR. WILSON:  Not if you haven't

24     defaulted.

25               COUNCILWOMAN BLACKWELL:  Madam
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2     Chair?

3               COUNCILWOMAN TASCO:  Can you

4     speak into the mike.

5               Yes, Councilwoman Blackwell.

6               COUNCILWOMAN BLACKWELL:  I

7     don't see why we just make it commercial

8     accounts, and then we don't have to go

9     through this debate, which they won't

10     agree to.

11               COUNCILWOMAN TASCO:  Well,

12     let's just do this --

13               DEPUTY COMMISSIONER MUNIZ:  As

14     I understand it, the bill today was with

15     respect to the pool, which is all

16     commercial properties and did not include

17     any -- did not bring into issue any of

18     the topics that we're talking about.

19               MR. WILSON:  As far as that

20     goes, I would agree.  As to today's

21     proposed amendment, it's not directly

22     related to it, and the way the pool has

23     been described, it doesn't include

24     owner-occupied residential properties.

25     What I want Council to be aware of is
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2     there's nothing limiting that so that it

3     won't come to cover that in the future.

4               DEPUTY COMMISSIONER MUNIZ:  We

5     definitely would welcome dialogue in that

6     area.  It's just I think --

7               COUNCILWOMAN TASCO:  We have a

8     hearing on Wednesday.  We could hold this

9     bill until then and so we can discuss it

10     and come up with an amendment that

11     everybody will agree to, and you go back

12     and talk to your Commissioner about it.

13               DEPUTY COMMISSIONER MUNIZ:  I

14     can do that.

15               COUNCILWOMAN TASCO:  Okay?  And

16     then get together and let's see -- my

17     Frank is here -- what we can do to

18     accommodate the concerns of the members

19     of the Committee.

20               DEPUTY COMMISSIONER MUNIZ:

21     Okay.

22               COUNCILWOMAN TASCO:  Is that

23     all right?

24               DEPUTY COMMISSIONER MUNIZ:

25     That seems fine.
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2               COUNCILWOMAN TASCO:  Because

3     we'll be here all day trying to

4     negotiate.

5               Is that all right with you

6     guys?

7               DEPUTY COMMISSIONER MUNIZ:

8     That's fine, Councilwoman.  Thank you.

9               MR. WILSON:  That's fine.

10               COUNCILWOMAN TASCO:  Just stay

11     around a minute until I figure out what

12     we're doing here.

13               DEPUTY COMMISSIONER MUNIZ:

14     Okay.  Thank you.

15               COUNCILWOMAN TASCO:  We'll just

16     hold it until Wednesday.

17               We're going to move on to the

18     next bills.  What we're going to try and

19     do is just hold this bill until we can

20     have discussion about it and come back on

21     Wednesday morning and take action.

22               Now we have Bill No. 150445.

23               (Witness approached witness

24     table.)

25               COUNCILWOMAN TASCO:  Marisa
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2     Waxman.

3               Good afternoon.

4               DEPUTY COMMISSIONER WAXMAN:

5     Good afternoon, Chairwoman Tasco and

6     members of the Committee on Finance.  My

7     name is Marisa Goren Waxman, Deputy

8     Revenue Commissioner for Policy and

9     Analysis.  I'm here today to testify in

10     support of Bill No. 150445, introduced by

11     Councilmen Squilla and Johnson, with

12     amendments.

13               This legislation sets forth the

14     notification requirements and policies

15     affecting properties enrolled in the

16     Longtime Owner Occupants Program, a/k/a

17     LOOP, when the assessed value of the

18     property in a given year goes below the

19     deemed certified market value, which is

20     three times the 2013 value.  Such

21     properties would stay in LOOP unless

22     their occupants opt to get out of LOOP in

23     order to get a lower bill and can apply

24     for the homestead exemption.  As

25     introduced, this bill requires the
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2     notification of all Philadelphia

3     taxpayers about this situation and LOOP

4     in general.

5               Bill 150445 sets a clear policy

6     that properties enrolled in LOOP can

7     remain in the program even if their

8     assessment in subsequent years goes below

9     the deemed certified market value.  While

10     this has not been the experience of many

11     homeowners, the Department of Revenue

12     appreciates the direction provided by

13     Council for the treatment of taxpayers in

14     this situation.

15               Generally, the policy has been

16     to give homeowners the best possible deal

17     when they are applying for assistance

18     programs.  To date, the Department has

19     been notifying LOOP enrollees in this

20     situation under which opting out of LOOP

21     and applying for homestead would yield a

22     lower property tax bill.  Taxpayers in

23     this situation must weigh for themselves

24     whether to stick with the certainty of

25     their assessment being locked in for ten
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2     years under LOOP or to opt out to get a

3     lower tax bill this year, with the risk

4     of future assessment increases.  It is up

5     to the taxpayers to decide which option

6     makes the most financial sense for them.

7               Bill 150445 ensures that

8     homeowners have all the information and

9     the tools they need to make the best

10     decision about which program to enroll

11     in.

12               The Administration recommends

13     one amendment to this bill to revise the

14     notification requirement to allow for the

15     targeting of information only to those

16     property owners who are eligible for LOOP

17     or who may benefit by opting out of LOOP

18     to obtain a lower property tax bill.

19     This amendment would direct notices and

20     applications only to eligible taxpayers.

21     With this change, the Department will be

22     better able to provide quality customer

23     service to the small group of affected

24     taxpayers rather than expend significant

25     effort to inform people about a program
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2     they can't take advantage of.

3               We are pleased to support Bill

4     150445 with the recommended amendment and

5     thank Councilman Squilla and Councilman

6     Johnson and the members of this Committee

7     for your efforts to make sure that our

8     tax code and administration allow

9     assistance to reach those who are

10     entitled to it equitably, efficiently,

11     and effectively.

12               Thank you again for giving me

13     the opportunity to testify today, and I'm

14     ready to answer any questions you may

15     have.

16               COUNCILWOMAN TASCO:  I see we

17     have the amendment.

18               Any questions?

19               Councilman Squilla.

20               COUNCILMAN SQUILLA:  Thank you,

21     Madam Chair.

22               The LOOP process as now when

23     the people have applied was for the

24     previous year three times the assessment.

25     What do you think that this -- will this
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2     add undue work to Revenue as far as --

3               DEPUTY COMMISSIONER WAXMAN:

4     With the recommended amendment so that we

5     can target the notices only to those

6     people who are affected, no.  We think

7     the population is fairly limited.  For

8     example, when we looked at the 2015

9     values, the number of folks whose 2015

10     value shunted them into this position was

11     about 60, and we directly reached out to

12     all 60 of them.  In order to make sure

13     that our customers get the best service,

14     we want to be able to do this.  We

15     appreciate the direction of how to treat

16     these folks, and we appreciate this bill

17     and want to do that work.

18               COUNCILMAN SQUILLA:  Thank you.

19     Because I do think it's fair, and when

20     the bill -- the intent of the bill was

21     for the people to be able to enter into

22     an agreement for ten years and not change

23     depending on assessments and so forth.

24     But there is a provision to opt out if

25     they would decide to opt out and go with
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2     the -- maybe if the homestead increases

3     next year or afterwards, they consider

4     that and maybe go into the homestead as

5     far as a safeguard instead of the LOOP.

6               But thank you for your input

7     and consideration during this process,

8     and I think it will make those residents

9     that feel like they were pushed out

10     something that they agreed to, at least

11     they'll know their voices were heard.  So

12     thank you.

13               DEPUTY COMMISSIONER WAXMAN:

14     Thank you.

15               COUNCILWOMAN TASCO:  Thank you

16     very much.

17               Any other questions from

18     members of the Committee?

19               (No response.)

20               COUNCILWOMAN TASCO:  Thank you

21     very much for your testimony.

22               DEPUTY COMMISSIONER WAXMAN:

23     Thank you.

24               COUNCILWOMAN TASCO:  We have

25     Bill 150508 and 150510.  Is the Treasurer
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2     here?

3               MS. WINKLER:  Yes.

4               (Witnesses approached witness

5     table.)

6               COUNCILWOMAN TASCO:  Good

7     afternoon.  Would you please state your

8     name for the record and proceed with your

9     testimony on Bill 150508.

10               MS. WINKLER:  Good afternoon,

11     Chairwoman Tasco and members of the

12     Committee on Finance.  I am Nancy

13     Winkler, City Treasurer of the City of

14     Philadelphia, and with me is James

15     Lanham, Deputy Treasurer.  I am here to

16     testify in favor of Bill No. 150508.

17     Thank you for scheduling this hearing.

18               The ordinance would authorize

19     the City of Philadelphia to enter into a

20     service agreement with the Philadelphia

21     Authority for Industrial Development,

22     PAID, under which the City will agree to

23     pay a service fee equal to PAID's

24     obligations under a guaranty of the Host

25     Committee obligations related to a $15
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2     million letter of credit to support the

3     2016 Democratic National Convention.  The

4     form of service agreement was submitted

5     as an amendment to this ordinance.

6               Again, thank you very much for

7     your assistance with scheduling this

8     hearing.  I would like to request a

9     suspension of the rules to allow for

10     first reading at the next meeting of City

11     Council.

12               This concludes my testimony on

13     this bill.  I am happy to answer any

14     questions you may have at this time.

15               COUNCILWOMAN TASCO:  Just

16     explain this for me, please.  What does

17     this bill do?

18               MS. WINKLER:  This bill

19     authorizes the City to enter into a

20     service agreement with the Philadelphia

21     Authority for Industrial Development and

22     to make payments under that service

23     agreement.  The service agreement is

24     supporting a guaranty that the

25     Philadelphia Authority for Industrial
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2     Development has given to the DNC Host

3     Committee for $15 million.

4               COUNCILWOMAN TASCO:  Okay.  So

5     what is the obligation of the DNC back to

6     PAID?  Are they to pay them back?

7               MS. WINKLER:  Yes.  The DNC is

8     obligated to pay PAID pack, and PAID is

9     obligated -- first of all, this is a

10     contingent obligation.  So the

11     expectation is that the DNC, the Host

12     Committee, will raise the money and there

13     will never be a draw on the letter of

14     credit that the Host Committee has

15     obtained.  So assuming they raise the

16     money, which they have made

17     representations that they have a plan and

18     they will accomplish that goal, this

19     agreement would not be drawn upon.

20     However, in the event that they do not

21     and they do not raise the money by the

22     end of calendar 2016 --

23               COUNCILWOMAN TASCO:  PAID will

24     put the money out?

25               MS. WINKLER:  There would then
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2     be a period of a year where they would

3     continue to attempt to collect more

4     money, and then if then at that point

5     after in, I guess, January 2nd of 2018,

6     by then, then the City would begin to

7     repay over what we have ten semiannual

8     payments, so over five years.

9               COUNCILWOMAN TASCO:  The City

10     or would it be DNC?

11               MS. WINKLER:  Well, the City

12     would under the service agreement pay

13     PAID and PAID would pay the letter of

14     credit back.

15               COUNCILWOMAN TASCO:  And who

16     pays us?

17               MS. WINKLER:  This would come

18     from the General Fund of the City.

19               COUNCILWOMAN TASCO:  When does

20     the DNC pay us back?

21               MS. WINKLER:  The DNC would pay

22     us back everything that they can collect.

23     They would be obligated to continue to

24     collect the money and pay us back, the

25     Host Committee.  This is essentially what
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2     was done in 2000 for the RNC.

3               COUNCILWOMAN TASCO:  Okay.

4               MS. WINKLER:  Although it was

5     done under a different format.

6               COUNCILWOMAN TASCO:  I can't

7     hear you.

8               MS. WINKLER:  I said it was

9     done under a different structure, but

10     there was a $15 million guaranty as well

11     by the City.  Or the City isn't

12     guarantying in this instance.  The City

13     is agreeing to the terms of the service

14     agreement.

15               COUNCILWOMAN TASCO:  So it's up

16     to 15 million?

17               MS. WINKLER:  Yes.

18               COUNCILWOMAN TASCO:  Okay.

19     Thank you.  You want to testify on the

20     next bill.

21               MS. WINKLER:  Sure.  I'm

22     testifying on Bill 150510.  Good

23     afternoon, Chairwoman Tasco and members

24     of the Committee on Finance.  I'm Nancy

25     Winkler, City Treasurer of the City of
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2     Philadelphia, and with me is James

3     Lanham, Deputy City Treasurer.  I'm here

4     to testify in favor of Bill 150510.

5               The ordinance would authorize

6     the Office of the City Treasurer, CTO, to

7     issue up to $125 million of Airport

8     Revenue Refunding Bonds to refund

9     maturities of any outstanding Series

10     2005-A Airport Revenue Bonds, pay

11     issuance costs, and certain other items.

12     This ordinance does not authorize issuing

13     bonds to finance new capital

14     expenditures.  The sole purpose is to

15     lower interest rates and reduce debt

16     service burden on the Division of

17     Aviation.

18               As stated, in the current

19     market, we have an opportunity to refund

20     maturities of the specified outstanding

21     series to generate debt service savings,

22     meeting the City's debt policy, as it

23     addresses the refunding criteria.  As a

24     plan of finance has not yet been

25     finalized with the potential refunding
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2     transactions, the exact amount of the

3     savings has not yet been determined.

4     Savings realized from a refunding

5     authorized by this ordinance would reduce

6     debt service costs incurred by the

7     Division of Aviation.

8               The Administration submitted a

9     proposed amendment to the ordinance,

10     which would provide the Division of

11     Aviation the flexibility to amend the

12     Passenger Facility Charge, the PFC

13     charge, pledge in a manner that would

14     provide the Division of Aviation the

15     ability to smooth the airlines' rates and

16     charges over time.

17               Again, thank you very much for

18     your assistance with scheduling the

19     hearing.  I would like to request a

20     suspension of the rules to allow for

21     first reading at the next meeting of City

22     Council.

23               This concludes my testimony.

24     I'm happy to answer any questions you may

25     have.



Committee on Finance
June 8, 2015

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

Page 127

1      6/8/15 - FINANCE - BILL 140607, etc.

2               COUNCILWOMAN TASCO:  Are there

3     any questions?

4               (No response.)

5               COUNCILWOMAN TASCO:  Okay.  Let

6     me ask you a question.  Let me go back to

7     the DNC.  As a member of DNC, should I

8     recuse myself from voting on this bill?

9               MS. WINKLER:  Are you a member

10     of the Host Committee?

11               COUNCILWOMAN TASCO:  I'm a

12     member of the Host Committee.

13               MS. WINKLER:  I can't speak to

14     that obviously.  That's not my bailiwick.

15     But, wow, that's great.

16               COUNCILWOMAN TASCO:  All right.

17     Come on then, sir, and explain this to me

18     so I know what I'm doing.  Are you going

19     to explain -- you want to testify?

20               MR. DUTCHIE:  Well, no.  You

21     asked --

22               COUNCILWOMAN TASCO:  Come up to

23     the table.

24               (Witness approached witness

25     table.)
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2               COUNCILWOMAN TASCO:  State your

3     name for the record.

4               MR. DUTCHIE:  I'm Francois

5     Dutchie, head of the Finance and

6     Contracts Division of the City's Law

7     Department.

8               You asked the question about

9     your participation in the DNC.  I wasn't

10     sure if you were serious or not.

11               COUNCILWOMAN TASCO:  I'm

12     serious.

13               MR. DUTCHIE:  You are serious.

14     Are you required to recuse yourself?

15     Wait a minute.  You're a member of the

16     Democratic National Committee or are you

17     a member of the 2016 Host Committee?

18               COUNCILWOMAN TASCO:  Both.

19               MR. DUTCHIE:  Both.  As a

20     member of the Host Committee -- and

21     unfortunately I'm not an expert on these

22     types of situations, but it would

23     probably be prudent for you to recuse

24     yourself since this bill does benefit the

25     Host Committee.
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2               COUNCILWOMAN TASCO:  Okay.

3     Thank you.

4               MR. DUTCHIE:  Sure.

5               COUNCILWOMAN TASCO:  All right.

6     Any other questions?

7               (No response.)

8               COUNCILWOMAN TASCO:  Thank you.

9     Do we have anyone here for Bill 140607?

10               (No response.)

11               COUNCILWOMAN TASCO:  It will be

12     continued until Wednesday until 10:00

13     a.m.

14               All testimony has been heard on

15     Bills 150442, 150443, 150265, 150445,

16     150508, and 150510.  Now we will go into

17     the public meeting.

18               The Chair recognizes Councilman

19     Greenlee to report out Bill 150442.

20               COUNCILMAN GREENLEE:  Madam

21     Chair, I move the adoption of the

22     amendment to Bill No. 150442.

23               (Duly seconded.)

24               COUNCILWOMAN TASCO:  It has

25     been moved and seconded that we accept
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2     the amendment to Bill 150442.

3               All in favor?

4               (Aye.)

5               COUNCILWOMAN TASCO:  Is there

6     any opposition?

7               (No response.)

8               COUNCILWOMAN TASCO:  The Chair

9     recognizes Councilman Greenlee for

10     150442, as amended.

11               COUNCILMAN GREENLEE:  Madam

12     Chair, I move that Bill No. 150442, as

13     amended, be reported out of this

14     Committee with a favorable recommendation

15     and that the rules of Council be

16     suspended to allow for first reading at

17     our next session of Council.

18               (Duly seconded.)

19               COUNCILWOMAN TASCO:  It has

20     been moved and seconded that Bill 150442,

21     as amended, be reported out of Committee

22     with a favorable recommendation and a

23     request for the suspension of rules so

24     this bill can be heard at Council's next

25     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               The Chair recognizes Councilman

10     Greenlee for 150443.

11               COUNCILMAN GREENLEE:  Thank

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

13     150443 be reported out of this Committee

14     with a favorable recommendation and that

15     the rules of Council be suspended to

16     allow for first reading at our next

17     session of Council.

18               (Duly seconded.)

19               COUNCILWOMAN TASCO:  It has

20     been moved and properly seconded that

21     Bill 150443 be reported out of Committee

22     with a favorable recommendation and that

23     the rules of Council be suspended so this

24     bill can be heard at Council's next

25     session.
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2               All in favor?

3               (Aye.)

4               COUNCILWOMAN TASCO:  We're

5     going to hold 150265 in the meeting and

6     deal with that on Wednesday at 10

7     o'clock.

8               The Chair recognizes Councilman

9     Greenlee for Bill 150445.

10               COUNCILMAN GREENLEE:  Madam

11     Chair, I move the adoption of the

12     amendment to Bill No. 150445.

13               (Duly seconded.)

14               COUNCILWOMAN TASCO:  It has

15     been moved and properly seconded that

16     Bill 150445, the amendment, be adopted.

17               All in favor?

18               (Aye.)

19               COUNCILWOMAN TASCO:  Is there

20     any opposition?

21               (No response.)

22               COUNCILWOMAN TASCO:  There

23     being none, the motion is carried.

24               The Chair recognizes Councilman

25     Greenlee to report Bill 150445, as
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2     amended, out of Committee.

3               COUNCILMAN GREENLEE:  Thank

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

5     150445, as amended, be reported out of

6     this Committee with a favorable

7     recommendation and that the rules of

8     Council be suspended to allow for first

9     reading at our next session of Council.

10               (Duly seconded.)

11               COUNCILWOMAN TASCO:  Thank you.

12     It has been moved and seconded that

13     150445, as amended, be reported out of

14     Committee with a favorable

15     recommendation.

16               All in favor?

17               (Aye.)

18               COUNCILWOMAN TASCO:  With a

19     suspension of the rules.

20               COUNCILMAN GREENLEE:  Madam

21     Chair, I move the adoption of the

22     amendment to Bill No. 150508.

23               (Duly seconded.)

24               COUNCILWOMAN TASCO:  It has

25     been properly moved and seconded that we
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2     adopt the amendment of Bill 150508.

3               All in favor?

4               (Aye.)

5               COUNCILWOMAN TASCO:  I will

6     recuse myself from voting on that bill.

7               The Chair recognizes Councilman

8     Greenlee to report Bill 150508, as

9     amended, out of Committee.

10               COUNCILMAN GREENLEE:  Thank

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

12     150508, as amended, be reported out of

13     this Committee with a favorable

14     recommendation with a rules suspension to

15     allow for first reading at our next

16     session of Council.

17               (Duly seconded.)

18               COUNCILWOMAN TASCO:  It has

19     been moved and seconded that Bill 150508,

20     as amended, be reported out of Committee

21     with a favorable recommendation and that

22     the rules of Council be suspended so this

23     bill can be heard at Council's next

24     session.

25               All in favor?
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1      6/8/15 - FINANCE - BILL 140607, etc.

2               (Aye.)

3               COUNCILWOMAN TASCO:  I recuse

4     myself from voting on this bill.

5               COUNCILMAN GREENLEE:  Madam

6     Chair, I move the adoption of the

7     amendment to Bill No. 150510.

8               (Duly seconded.)

9               COUNCILWOMAN TASCO:  It has

10     been moved and seconded that the

11     amendment to Bill 150510 be adopted.

12               All in favor?

13               (Aye.)

14               COUNCILWOMAN TASCO:  The

15     amendment be adopted.  All right.  All in

16     favor?

17               (Aye.)

18               COUNCILWOMAN TASCO:  I recuse

19     myself from that.  Bill 150510, as

20     amended --

21               COUNCILMAN GREENLEE:  Do you

22     have to recuse yourself?  That's not the

23     DNC.  That's the Airport.

24               COUNCILWOMAN TASCO:  Oh, okay.

25     Aye.
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1      6/8/15 - FINANCE - BILL 140607, etc.

2               COUNCILMAN GREENLEE:  Madam

3     Chair, I move that Bill No. 150510, as

4     amended, be reported out of this

5     Committee favorably with a rules

6     suspension to allow for first reading at

7     our next session of Council.

8               (Duly seconded.)

9               COUNCILWOMAN TASCO:  It has

10     been moved and properly seconded that

11     150510, as amended, be reported out of

12     Committee with a favorable recommendation

13     and that the rules of Council be

14     suspended to hear this bill at Council's

15     next session.

16               All in favor?

17               (Aye.)

18               COUNCILWOMAN TASCO:  Thank you.

19     The motion is carried.

20               (Committee on Finance concluded

21     at 5:45 p.m.)

22                   - - -

23

24

25
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1

2                 CERTIFICATE

3          I HEREBY CERTIFY that the

4 proceedings, evidence and objections are

5 contained fully and accurately in the

6 stenographic notes taken by me upon the

7 foregoing matter, and that this is a true and

8 correct transcript of same.

9

10

11

12

13 --------------------

14 MICHELE L. MURPHY

15 RPR-Notary Public

16

17

18

19

20          (The foregoing certification of this

21 transcript does not apply to any reproduction

22 of the same by any means, unless under the

23 direct control and/or supervision of the

24 certifying reporter.)

25
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