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2               COUNCILWOMAN BLACKWELL:  Sorry

3     to hold everyone.  There is an amendment

4     afoot and we are waiting to retrieve that

5     so that we may begin.  Sorry to hold you.

6               (Short recess.)

7               COUNCILWOMAN BLACKWELL:  The

8     Committee on Finance is now being called

9     to order.  We have a quorum today:

10     Councilman Bob Henon, Vice Chair;

11     Councilman William K. Greenlee; Cindy

12     Bass; Allan Domb; Cherelle Parker;

13     Blondell Reynolds Brown.  All are here

14     today, as well as Councilman David Oh.

15     So we thank the Committee for being

16     present.

17               Now we'll ask the Clerk to read

18     the number and title of the bill.

19               THE CLERK:  Bill No. 160708, an

20     ordinance amending Chapter 19-3200 of The

21     Philadelphia Code, entitled "Keystone

22     Opportunity Zone, Economic Development

23     District, and Strategic Development

24     Area," by providing for additional

25     Keystone Opportunity Expansion Zones,
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2     under certain terms and conditions.

3               COUNCILWOMAN BLACKWELL:  Thank

4     you very much.

5               We only have one person to

6     testify at this point, our Commerce

7     Chair, Harold Epps.  We're going to ask

8     him to come forward, but before he does,

9     we're going to ask Councilwoman Maria

10     Quinones-Sanchez to speak, because when

11     you speak, we will ask that you deal with

12     a new amendment that will be presented at

13     the appropriate time.  But during this

14     hearing phase, we would like her to

15     explain what her interest is and what her

16     bills are.

17               Councilwoman Sanchez.

18               COUNCILWOMAN SANCHEZ:  Thank

19     you, Madam Chair and members of the

20     Committee.  I just wanted to go on record

21     and put an amendment and why this

22     amendment is important.

23               The Commerce Department has

24     been working with our office in

25     identifying some of the redevelopment
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2     zones that we're doing.  These

3     properties, while submitted to the

4     Department in time, we had not completed

5     the due diligence to ensure that they

6     meet the letter of the law.  But I wanted

7     to put on record so Council knows how

8     adamant and how fierce I've been around

9     the issue of business development.  This

10     is in the area that I've talked about B

11     corps and creating a B corp hub.  And so

12     we wanted to ensure that these properties

13     that could serve as business incubators,

14     these are lots or vacant parcels that

15     lend themselves to the idea of creating a

16     synergy around B corporations in the

17     transit-oriented development zone that

18     we've called the York-Dauphin Station.

19               So I apologize that we had not

20     completed due diligence, but it's really

21     important given the work that I've done

22     in the last year around B corps that

23     these properties be added to the list.

24               So thank you, Madam Chair.  I

25     would hope that the Committee would
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2     accept the amendment as presented.

3               COUNCILWOMAN BLACKWELL:  Thank

4     you, Councilwoman.

5               We will now call on our

6     Commerce Director, Commerce Director

7     Epps, for his testimony and also a

8     statement as to whether or not they will

9     consider these amendments.

10               (Witnesses approached witness

11     table.)

12               MR. EPPS:  Good afternoon and

13     happy fall.  Good afternoon, Chairwoman

14     Blackwell and members of the Committee on

15     Finance.  My name is Harold T. Epps and I

16     am the Director of Commerce for the City

17     of Philadelphia.  I am here today on

18     behalf of the Administration to testify

19     in support of Bill No. 160708, a bill

20     authorizing the City of Philadelphia to

21     apply to the Commonwealth of Pennsylvania

22     to designate new Keystone Opportunity

23     Expansion Zones, commonly referred to as

24     KOZs, consisting of 78 vacant or

25     underutilized properties throughout the
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2     City.

3               The Keystone Opportunity Zone

4     program was created in 1999 to stimulate

5     private investment on vacant or

6     underutilized properties.  This

7     coordinated program allows for both state

8     and local business taxes to be waived on

9     targeted sites that have been approved

10     for participation by both levels of

11     government.  The KOZ program has been

12     modified several times over the past 18

13     years to allow both the addition of new

14     properties and extension of the term of

15     the program for properties already in the

16     program.  The properties with current KOZ

17     designation in Philadelphia have

18     generated over $170 million in new

19     private investment and approximately

20     10,000 jobs created or retained.  Since

21     the implementation of the KOZ program 18

22     years ago, the total amount of private

23     investment has exceeded $1 billion.

24     That's 1 billion with a B.

25               The FY17 Pennsylvania state
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2     budget signed by Governor Wolf in July

3     includes an authorization for the

4     creation of 12 new Keystone Opportunity

5     Expansion Zones statewide.  Each zone is

6     limited to no more than 375 acres, and

7     all properties included must currently be

8     vacant or underutilized.  I want to

9     stress that again.  Each zone is limited

10     to no more than 375 acres, and all

11     properties must be currently vacant or

12     underutilized.  The term of the new KOZ

13     designation will be for ten years,

14     beginning January 1st, 2017 and expiring

15     on December 31st, 2026.

16               The state's July legislation

17     gives little time for the City to

18     respond.  Applications for the creation

19     of new zones must be submitted to the

20     Commonwealth by October 1st, 2016.  The

21     City's application must include an

22     ordinance passed by City Council and

23     signed by the Mayor, as well as a

24     resolution from the School Reform

25     Commission.  Over the past month, the
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2     Department of Commerce has worked closely

3     with City Council to develop a list of

4     eligible properties that are positioned

5     to generate private investment and job

6     creation as a result of the creation of a

7     new Keystone Opportunity Expansion Zone.

8     The bill before you today includes the

9     properties identified through this

10     collaborative process.  And as

11     Councilwoman Sanchez submitted her

12     amendment, this paragraph talks about the

13     short timeframe.  Through that we were

14     very pure about our process, and in doing

15     so, we did not have a chance to do all of

16     the due diligence that we thought

17     necessary to make sure that these sites

18     qualified and, as a result, we omitted

19     those sites.  We have no problem with the

20     proposed amendment.  We've had a chance

21     to hone in on those over the last 24

22     hours and, approved by Council, we are

23     supportive of the amendment.

24               Therefore, with this

25     legislation, we are proposing to seek KOZ
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2     designation to an additional now 78-plus

3     vacant or underutilized properties

4     located throughout the City.  These

5     properties include PIDC-owned vacant land

6     in northeast industrial parks, parcels in

7     the Navy Yard, vacant properties in

8     University City and West Philadelphia,

9     along with properties in the Callowhill

10     East area, portions of the former Budd

11     plant in Allegheny, and parcels of vacant

12     land in American Street and North

13     Philadelphia.  Each parcel in the bill is

14     either the subject of a proposal for a

15     major project that has a higher chance of

16     being realized with KOZ or is a site

17     where KOZ designation could spur

18     development in the near future.

19               As in previous rounds of KOZ

20     extensions and designations, the City

21     will require private owners to pay a

22     Payment in Lieu of Taxes, also known as a

23     PILOT, of 110 percent of the 2016 real

24     estate taxes, as is authorized under the

25     state law.  This PILOT ensures that the



Committee on Finance
September 14, 2016

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

Page 10

1         9/14/16 - FINANCE - BILL 160708

2     KOZ program will not cause a reduction in

3     real estate tax revenue for the School

4     District of Philadelphia or the City of

5     Philadelphia.  These PILOT agreements

6     will remain in effect for the life of the

7     KOZ designation.

8               This concludes my prepared

9     testimony.  I will respectfully request

10     the Committee's support of Bill No.

11     160708 and request that you will vote

12     this bill out of Committee with a

13     favorable recommendation and further ask

14     that the rules of the Council be

15     suspended to allow for a first reading at

16     Council's next scheduled meeting.

17               Thank you for your

18     consideration.  I, along with members of

19     my team, will be happy to answer any

20     questions that you may have.  Thank you

21     for the opportunity.

22               COUNCILWOMAN BLACKWELL:  Thank

23     you very much.

24               I'll have a statement on

25     another aspect of this bill.  But,
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2     Councilwoman Gym, thank you for being

3     here.

4               But first we will entertain

5     questions on your testimony.  Would you

6     like to make a statement?

7               MR. BUMB:  No.

8               COUNCILWOMAN BLACKWELL:  Thank

9     you.

10               Councilman Henon.

11               COUNCILMAN HENON:  Thank you,

12     Madam Chair.

13               I appreciate everybody being

14     here and this legislation, because I

15     think it does create economic opportunity

16     for the City of Philadelphia.  But with

17     that being said, we do need state

18     legislation that enables us to submit our

19     application and within a timeline.  So

20     I'm going to ask you a list of questions,

21     and I'll be as quick as I possibly can.

22               Can you explain what's going on

23     on the state level that may affect this

24     legislation?

25               MR. EPPS:  So as informed by
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2     us, when this legislation was introduced,

3     it was deeply buried in the 2017 budget

4     process.  When elevated to get its own

5     review, it had a date of October 2016,

6     and there was opinions and feedback from

7     other parts of the state that that date

8     would have difficulty being met, and we

9     were led by various parties to think that

10     the date may be moved.  We chose to make

11     sure that Philadelphia was positioned

12     regardless of the date to aggressively go

13     through, and as you know, we came and met

14     with many of you during your recess to

15     make sure we were ready for October 1st

16     no matter what happened.

17               So as we understand it now, it

18     is still October 1st.  We are informed

19     that at least two other municipalities --

20     Reading being one; I do not know the

21     other one -- should be ready, which

22     encourages us that the date may hold, but

23     I do want to say in front of Council

24     there is still the possibility that the

25     date could slip.  But I do believe that
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2     it's in our best interest and why we were

3     so aggressive is to make sure

4     Philadelphia was ready regardless of the

5     date.

6               COUNCILMAN HENON:  And I agree

7     with you, and I wanted you to state that

8     for the record, that we wanted to do our

9     due diligence and make sure that we are

10     prepared in our timely fashion and we

11     don't miss the opportunity.

12               And with that being said, if

13     the legislation is amended, would there

14     be another round or could there be

15     another round for the City of

16     Philadelphia?

17               MR. EPPS:  I'm going to defer

18     to my Senior Deputy, who has been through

19     this rodeo more than I have, to explain

20     the nuances of what could happen.

21               MR. BUMB:  Hi.  Duane Bumb,

22     Deputy Commerce Director.

23               Councilman, much of this is

24     really speculative, but if the state sort

25     of either holds the application and sort
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2     of goes through the process or processes

3     our application, as we're hopeful, and

4     still goes through another sort of

5     legislative process in the next year, we

6     would expect that we could be eligible to

7     submit again regardless.  If we have

8     additional properties, we probably would

9     be held to the total of 375 acres here,

10     but we think --

11               COUNCILMAN HENON:  We're far

12     below that; is that correct?

13               MR. BUMB:  Pardon me?

14               COUNCILMAN HENON:  We're below

15     the 375.

16               MR. BUMB:  We are probably just

17     north of 300 acres right now in this

18     list.  The additional properties you will

19     add a little bit to that, but --

20               COUNCILMAN HENON:  With the

21     additional properties?

22               MR. BUMB:  The additional

23     properties probably are only adding a few

24     acres.

25               COUNCILMAN HENON:  And when we
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2     submit the application -- so this

3     amendment, we may or may not have had our

4     full due diligence on the new amendment.

5     Would the state do its due diligence on

6     those eligibilities?

7               MR. BUMB:  Yeah.  The state, as

8     part of the normal KOZ application review

9     process, will actually come out and

10     physically inspect every property on our

11     list to determine that those properties

12     meet the state guidelines, which is

13     primarily that they are vacant sites.

14               COUNCILMAN HENON:  All right.

15               MR. EPPS:  And we are confident

16     they're vacant.  Part of our process is

17     to do a physical survey ourselves, and we

18     did not get a chance to do the physical

19     survey.  We did the Google survey, but

20     not the physical survey.

21               COUNCILMAN HENON:  And I'm

22     going to lead into my last question and

23     I'll yield and get back to you.  So we've

24     had some conversation over the Disston

25     Saw site that's in my district that seems
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2     to be a little bit complicated with a

3     parcel on different subdivisions and

4     ownership of the actual Disston site

5     itself on the waterfront that was the

6     famous Disston Saw that created

7     neighborhood manufacturing here in the

8     City of Philadelphia, created the

9     schools, created a progressive model a

10     hundred years ago that we now are trying

11     to get back to.  So hopefully if there is

12     another round, that we could work on some

13     more complicated maybe site aggregation

14     and assemblies that would qualify.

15               But I'm going to yield my other

16     questions until other members are

17     finished.  Thank you.

18               COUNCILWOMAN BLACKWELL:  Thank

19     you.

20               The Chair notes that Councilman

21     Mark Squilla is here for this hearing as

22     well.  So all members of the Finance

23     Committee are present.

24               Councilwoman Blondell Reynolds

25     Brown and then Councilman Allan Domb and
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2     then Councilwoman Gym.

3               COUNCILWOMAN BROWN:  Thank you,

4     Madam Chairwoman.

5               Good afternoon, gentlemen.

6               MR. EPPS:  Good afternoon.

7               COUNCILWOMAN BROWN:  First let

8     me say thank you for providing an

9     amendment that specifically lists all

10     properties.  To offer up testimony that

11     says vacant properties in University City

12     and West Philadelphia is very vague and

13     says nothing.  So I appreciate -- because

14     that was going to be one of my questions,

15     what are the specific properties in West

16     Philadelphia and University City.

17               Then you say that each parcel

18     in the bill is either the subject of a

19     proposal for a major project that has a

20     higher chance of being realized with a

21     KOZ.  So speak to what those potential

22     projects may be, specifically in West

23     Philadelphia and University City.

24               MR. BUMB:  Councilwoman, the

25     two sort of key development sites that we
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2     were aware of even before this

3     legislation was passed in Harrisburg were

4     the -- what was called the 3.0 University

5     Place development at 41st and Market

6     Street.  It is a companion development to

7     2.0 University Place, which was

8     successfully built three years ago, which

9     would be a five-story commercial

10     building.  And the second development is

11     on what was the former University City

12     High School site.  It's been since

13     subdivided and some of it consolidated

14     with some key Market Street frontage that

15     was owned by University City Science

16     Center.  That large development site is

17     known as uCity Square, and that's a

18     largely commercial mixed-use development.

19     We understand it will include a school

20     and some residential.  Those parcels that

21     would have the school and the residential

22     are not included in this list.  That's

23     why the property was subdivided.

24               So those are the two large sort

25     of private development efforts that
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2     comprise the sites listed in West

3     Philadelphia.

4               COUNCILWOMAN BROWN:  And the

5     school will be run by whom?  Is that

6     going to be a University of Penn

7     initiative or a Drexel University

8     initiative or who?

9               MR. BUMB:  I think -- I

10     don't --

11               MR. EPPS:  I think, but I

12     cannot be sure, I'm pretty sure it's a

13     Drexel University.

14               COUNCILWOMAN BROWN:  Forgive

15     me?

16               MR. EPPS:  I think it's a

17     Drexel University project.

18               COUNCILWOMAN BROWN:  Okay.  Not

19     being a District Councilperson and not

20     being fluent like you around KOZs and

21     what they mean and their impact and the

22     like, at what juncture does the

23     conversation/discussion happen with

24     regard to MBE/WBE participation?

25               MR. EPPS:  From the beginning.
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2     Each of those programs and projects will

3     have an EOP attached to them.

4               COUNCILWOMAN BROWN:  But each

5     of the programs --

6               MR. EPPS:  When they come --

7               COUNCILWOMAN BROWN:  This is

8     after it is realized or sanctioned in

9     Harrisburg?

10               MR. EPPS:  No, no.  When the

11     project comes forward with a development

12     strategy, then EOP is a part of that

13     project and process.

14               COUNCILWOMAN BROWN:  Forgive

15     me?

16               MR. EPPS:  When the project is

17     identified as to what it's going to be,

18     then an Economic Opportunity Plan is part

19     of the structure of the program.

20               COUNCILWOMAN BROWN:  And those

21     plans then come back to Philadelphia City

22     Council for review?

23               MR. EPPS:  That is correct.

24               COUNCILWOMAN BROWN:  Who will

25     be shepherding this action in Harrisburg
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2     on behalf of the City?

3               MR. EPPS:  We submit the list,

4     and I don't have any perspective on that

5     it will be a problem.  I mean, we have

6     talked with them.  They know that we're

7     forthcoming, and we will honor the terms

8     and conditions.  And I do think that we

9     probably need to talk with whoever our

10     City lobbyist is, and I can't sit here

11     and tell you who that is, but there is

12     somebody within the Administration that

13     has lobbying responsibilities, and we'll

14     make sure that it's a part of their

15     portfolio of responsibility.

16               COUNCILWOMAN BROWN:  Okay.

17     Thank you for your testimony.

18               MR. EPPS:  Let me just say one

19     other thing about KOZ.  We did some

20     analysis work, and we can't tie the KOZ,

21     but if you look at the decisions coming

22     before City Council around incentives, we

23     went back and looked at our revenue

24     collections, 2012 over 2016.  Wage

25     earnings and net profits receipts are up
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2     16 percent.  Our real estate tax

3     collections are up 16 percent.  Our

4     business income and receipts collections

5     are up 28 percent.  Our realty transfer

6     are up 98 percent, and our overall tax

7     revenue is up 17 percent.

8               Now, we cannot pinpoint that to

9     project to project, but I would say that

10     the decisions that are being made in a

11     comprehensive fashion are improving the

12     state of Philadelphia.  One could argue

13     that we would have some of that

14     irregardless, but I can tell you that may

15     not be completely true, because 60

16     percent of the parcels that are under KOZ

17     have yet to be developed.  So KOZ does

18     not guarantee development is going to

19     occur.  We put it out there as an

20     incentive as part of a package to

21     encourage development, but still there

22     are demand and supply issues and cost

23     issues that preclude some of that from

24     being materialized.

25               So we still got more work to do
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2     to make Philadelphia the attractive place

3     such that anything with KOZ is in the

4     first category of possibility and gets

5     those construction dollars.  So we got

6     more KOZ status land undeveloped than

7     developed.

8               COUNCILWOMAN BROWN:  I'm sure

9     that will not be the case in West

10     Philadelphia where University of Penn and

11     Drexel is --

12               MR. EPPS:  That probably will

13     not be the case.

14               COUNCILWOMAN BROWN:  And so is

15     the practice or is the rule that KOZs

16     have to be used strictly for

17     commercial-related initiatives?

18               MR. EPPS:  Yes.

19               COUNCILWOMAN BROWN:  Okay.

20               MR. EPPS:  Not for residential.

21               COUNCILWOMAN BROWN:  Implicit

22     in my questioning is, always yielding to

23     Councilwoman Blackwell and Clarke when it

24     comes to housing of all types, is the

25     concern that we continue to have housing
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2     of all types a part of the conversation

3     when we're buying up and trying to make

4     use of vacant land.

5               MR. EPPS:  And housing would be

6     tax abatement and other housing-related

7     programs.

8               COUNCILWOMAN BROWN:  Okay,

9     then.  Thank you very much.

10               Thank you.

11               COUNCILWOMAN BLACKWELL:  Thank

12     you, Councilwoman.

13               Councilman Domb.

14               COUNCILMAN DOMB:  Thank you,

15     Madam Chairwoman.

16               Good afternoon.

17               MR. EPPS:  Good afternoon,

18     Councilman Domb.

19               COUNCILMAN DOMB:  Just a few

20     quick questions.  I just want to make a

21     statement, though.  I think in March or

22     April, the Urban Land Institute was here,

23     and if I recall, they recognized the Navy

24     Yard as the best adaptive reuse of space

25     in the country of any area, which I just
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2     want to tell everyone that that's a very

3     important factor.  That happens to also

4     be a Keystone Opportunity Zone.  Number

5     one in the country, the Navy Yard, which

6     is amazing.

7               MR. EPPS:  And to think about

8     what it was 20 years ago.

9               COUNCILMAN DOMB:  Excuse me?

10               MR. EPPS:  Think about what it

11     was 20 years ago.

12               COUNCILMAN DOMB:  Right.

13     Closed, no jobs.

14               MR. EPPS:  Right.  You have

15     12,000 people that work at the Navy Yard

16     now.

17               COUNCILMAN DOMB:  And also you

18     have to remember that while there may be

19     10,000 or 12,000 jobs there now, you

20     mentioned to me that 20 percent of those

21     jobs are tech jobs.

22               MR. EPPS:  At a minimum.

23               COUNCILMAN DOMB:  At a minimum.

24     And tech jobs, to our knowledge, have a

25     five to one economic multiplier.  So for
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2     every tech job created, five other jobs

3     get created.  So as far as benefits of

4     KOZ, they're pretty strong.

5               But having said that, one of my

6     questions to you is that it seems to me

7     the big motivator of a KOZ is in the BIRT

8     and net profits tax area for companies,

9     and clearly somewhere down the road we as

10     a city probably need to look at our whole

11     taxation policy.

12               MR. EPPS:  Amen.

13               COUNCILMAN DOMB:  In your

14     opinion, would it start looking at BIRT

15     and net profits tax as two of the big

16     areas that we need to readjust in order

17     to make it a level playing field for

18     everyone, not just those people in KOZs,

19     but to actually build a better tax system

20     to attract more companies and people who

21     would want to stay here because of our

22     system?

23               MR. EPPS:  I can only talk in

24     broad brushes and, that is, the

25     Administration completely agrees that
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2     it's time to reevaluate the entire tax

3     structure.  We have a tax subcommittee

4     led by Rob Dubow and Jim Engler.  All of

5     these conversations are a part of it.

6     Tax abatement is a part of it, KOZ is a

7     part of it.  So I would say over the next

8     few quarters, we will have some opinions

9     about what we might want to consider

10     modifying, but, yes, I do think that it's

11     time for reevaluation.

12               COUNCILMAN DOMB:  Thank you.

13     Thank you very much.

14               COUNCILWOMAN BLACKWELL:

15     Councilman Squilla and then Councilwoman

16     Gym.

17               COUNCILMAN SQUILLA:  Thank you,

18     Madam Chair.

19               I just had a quick question,

20     because I know this was a really quick

21     turnaround, and I want to thank the

22     Commerce Department for their hard work

23     in trying to locate properties and put

24     something together.  It's not an easy job

25     working with all of us too.  So thank you
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2     for your efforts and time you guys put

3     into this.

4               But I know since it was a rush

5     too and throughout the Commonwealth,

6     there may be a likelihood that the

7     Commonwealth may change the date of

8     application.  If that is so, is there

9     opportunity to revisit or add or look at

10     this further?

11               MR. EPPS:  Yes.  Up to the cap,

12     if the cap does not change, based upon

13     the list we have today, we would probably

14     have 20 percent capacity.  We are at

15     300-and-some-odd against a cap of 375.

16     So if the date is moved, then we would

17     have to reevaluate and resubmit, and then

18     we would come back to you and repeat the

19     process.

20               COUNCILMAN SQUILLA:  You would

21     have another hearing, so forth and so on?

22               MR. EPPS:  Yes.

23               COUNCILMAN SQUILLA:  Because I

24     think other municipalities too are

25     struggling to do this so quickly.
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2               And, again, I just want to

3     thank you for your hard work and effort

4     you put into this to try to --

5               MR. EPPS:  So there are 12 or

6     13.  We are led to believe that there are

7     only two or three municipalities that are

8     likely to be ready.  So the probability

9     is still likely that the date will slip.

10     We just don't know.

11               COUNCILMAN SQUILLA:  When would

12     we find that out; do you know?  Before

13     the date, I guess?

14               MR. BUMB:  We probably won't

15     find out until sometime later this fall.

16     It will be after our submission, which is

17     prior to October 1st.

18               MR. EPPS:  They could receive

19     and hold or they could structurally

20     change the date.  We have no --

21     literally, we have no idea, and every

22     possibility that you could conceive,

23     we've been told is a possible outcome.

24     We have -- all we said was we would be

25     ready.
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2               COUNCILMAN SQUILLA:  Right.

3     Well, I do want to thank you for your

4     efforts and time that you put into this

5     and --

6               MR. EPPS:  We should ask

7     Councilwoman Parker.

8               COUNCILWOMAN PARKER:  I am

9     trying.  I am trying.  I am trying.

10               MR. EPPS:  She could give us

11     some inside scoop.

12               COUNCILMAN SQUILLA:  Thank you

13     very much.

14               COUNCILWOMAN BLACKWELL:  Thank

15     you.

16               Councilman Domb.

17               COUNCILMAN DOMB:  Unfortunately

18     I have to leave, but I wanted to be on

19     the record that I'm voting in favor of

20     the amendment and the bill.

21               Thank you very much.

22               COUNCILWOMAN BLACKWELL:  Thank

23     you.  Thank you.

24               Councilwoman Gym.

25               COUNCILWOMAN GYM:  Yes.  Thank



Committee on Finance
September 14, 2016

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

Page 31

1         9/14/16 - FINANCE - BILL 160708

2     you very much.

3               I know that a good deal of time

4     and effort has gone into this plan, so

5     I'm going to keep my questions a little

6     bit brief.  But one of the questions

7     about the program is that it doesn't just

8     forgive the BIRT and net profits tax.  It

9     in fact forgives all state and local

10     taxes.  That includes wages and property

11     and other taxes; is that correct?

12               MR. EPPS:  That is correct.

13               MR. BUMB:  It --

14               COUNCILWOMAN GYM:  Above the

15     PILOTs.

16               MR. EPPS:  Above the PILOT,

17     right.

18               MR. BUMB:  But you mentioned

19     wage tax.  So it forgives business taxes

20     within the zone.  Wages are not paid

21     within the zone.

22               COUNCILWOMAN GYM:  Correct.

23               MR. BUMB:  So, therefore, they

24     are not waived for the business.

25               COUNCILWOMAN GYM:  Oh, I see.
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2     So the employees do pay wage tax.

3               MR. BUMB:  Correct.

4               COUNCILWOMAN GYM:  Thank you

5     for clarifying that.

6               MR. EPPS:  So the way I look at

7     it is, we are no worse off and we provide

8     an opportunity for construction and

9     development, and in the long haul, it is

10     better for the City to take the long

11     view.  And, again, the way I look at it

12     is still --

13               COUNCILWOMAN GYM:  Understood.

14     Just for clarity, I mean, I think one of

15     the questions is is that what we -- I

16     think you would agree that we lack --

17     while we have aggregate understanding of

18     the outcomes of the KOZ program, we don't

19     actually have comprehensive, detailed

20     data by site, location, industry, and

21     jobs quality, and I think that

22     Councilwoman Reynolds Brown was also

23     indicating that one of the things we want

24     to be thoughtful about is not just job

25     creation but job quality and that it
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2     matches both the needs of the City and

3     what we are trying to accomplish as

4     policy as we put out considerable tax --

5     as we kind of forego on significant

6     amounts of potential tax revenue.  And I

7     guess what I'm trying to understand a

8     little bit is that a couple of really

9     quick questions.  Are any of the sites --

10     like it looks like the Budd plant may be

11     a renewal of a former KOZ.  So are they

12     allowed to be renewed?  So this will be

13     another ten years, is that right, that is

14     eligible?

15               MR. BUMB:  That's right.

16     You're right.  The Budd site would have

17     been in the very original KOZ, and the

18     state sort of gave us some guidance just

19     in the last month that if properties

20     hadn't sort of been developed and

21     utilized the KOZ previously, they could

22     be resubmitted as though they hadn't ever

23     submitted before.

24               COUNCILWOMAN GYM:  And I just

25     wanted to get it on the record, because I
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2     think I did confirm it with one of your

3     employees.  But no one who is currently

4     within a KOZ can then move their business

5     to become part of another KOZ and be a

6     participant in that; is that correct?

7     Because businesses have to apply with the

8     state, so they couldn't take advantage of

9     multiple KOZs.

10               MR. BUMB:  That's right.  You

11     have to --

12               COUNCILWOMAN GYM:  Because some

13     of these are developers and then they

14     rent out to tenants who take advantage of

15     the KOZ.  They are not themselves the

16     recipient of -- they're not the formal

17     application, in other words.

18               MR. BUMB:  That's right.

19     They're not the beneficiaries, especially

20     since the only tax they would otherwise

21     be paying is the real estate tax, and we

22     are requiring a Payment in Lieu of Taxes

23     in those cases.

24               COUNCILWOMAN GYM:  But we're

25     able to track those tenants, in other
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2     words, or the state is able to track the

3     tenants to ensure that there's not

4     repeated --

5               MR. BUMB:  Any business that

6     wants to sort of get the benefit of KOZ

7     must, on an annual basis, apply for those

8     benefits.  So that's how the state can

9     identify them.

10               COUNCILWOMAN GYM:  And then

11     there's a ten-year maximum to those

12     benefits.

13               MR. BUMB:  Right, tied to the

14     particular property, the site.  That's

15     right.

16               COUNCILWOMAN GYM:  And then if

17     they move, though, they can't -- it's

18     still a ten-year maximum no matter what.

19     Like if they're out of that site, they

20     can't move into another site, can they?

21               MR. BUMB:  That's right.  The

22     state is interpreted to be that you can

23     get up to ten years of benefits.

24               COUNCILWOMAN GYM:  Thank you.

25               And then some of the sites are
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2     contiguous with other KOZs, right?  Like

3     University Science Center or the Naval

4     Yard are contiguous.  Can you give some

5     example, because I think the Councilwoman

6     also kind of brought up this question

7     of -- I think Councilman Domb is

8     perfectly accurate, that there is no

9     question about looking backwards and then

10     looking forward, but we are in a

11     different space today and it's important

12     to understand like when you look at a KOZ

13     like the Science Center and recognizing

14     what it's able to do, once you see like

15     other properties become contiguous to

16     that, like what was some of the rationale

17     behind seeing a contiguous property in

18     what might be considered a rapidly

19     developing and highly desirable area?

20               MR. BUMB:  So, again, it

21     goes -- the first test is, is the

22     property zoned correctly for commercial

23     or industrial or job-creating sort of

24     activity?  Is the property vacant?  Is

25     the property sort of in an area where in
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2     fact sort of there needs to be some

3     reliance on incentives in order to sort

4     of stimulate the growth?  So even as we

5     sort of talk about University City and

6     where a Keystone Opportunity Zone has

7     been utilized very extensively, but that

8     really started at 30th Street with the

9     Cira Centre and has been moving west.  So

10     we are now sort of talking about

11     properties at 41st Street.  And so, yes,

12     I guess that's all University City, but

13     we keep pushing the frontier.  There's

14     still development issues there.  That's

15     still not the ideal site for some

16     businesses without an extra push.

17               COUNCILWOMAN GYM:  But wouldn't

18     it be arguable that at the point that you

19     begin to completely forgive most state

20     and local taxes within a whole area, is

21     there ever an end?  Like is there ever an

22     argument that you can't be competitive

23     unless you are able to have advantages of

24     KOZs?  So like you said that from 30th

25     all the way up to 41st Street, we're
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2     seeing like a rapidly expanding zone that

3     becomes increasingly available and makes

4     it difficult for other companies to not

5     see any other tax incentives.  Are there

6     other tax incentives other than the KOZs

7     or is the KOZ, in your opinion in the

8     Commerce Department, the only way that

9     we're going to really be able to create

10     the economic development climate that we

11     need?

12               MR. EPPS:  I would say no.

13     We've got a portfolio of options, and on

14     the commercial side, KOZ is one of the

15     primary ones, but in some of the more

16     distressed neighborhoods, we've also got

17     Empowerment Zones and other state and

18     city incentives that can be packaged to

19     incentivize.  Again, I come back to the

20     fact that we still have so much

21     undeveloped area in Philadelphia,

22     exhibited by the time that it has been

23     undeveloped, that we need to try to

24     provide reasonable and rational

25     incentives to get it developed, but at
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2     the same time, we are going to over the

3     next year go back and look at the entire

4     package to determine is it where it

5     should be as we enter 2020.

6               COUNCILWOMAN GYM:  And I'll

7     just end there, but I think that the

8     issue is is that the state program is a

9     pretty blunt instrument.  I mean, it's a

10     pretty much one size fits all, no matter

11     where it is.  It doesn't like offer

12     nuances in terms of like being industry

13     specific, which I might understand, for

14     example, with new start-ups or vulnerable

15     businesses that you need to kind of

16     cultivate.  It isn't particularly

17     sensitive to specific other areas or

18     factors that might be necessary, and I

19     guess one of the things that I hope that

20     we can continue to have a conversation

21     about within the Commerce Department and

22     as we look forward through what is going

23     to be our economic development policy is

24     sort of nuancing and pulling out the idea

25     that extensive and massive tax breaks are
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2     the only way that we're going to provide

3     incentives.  I would argue actually that

4     in Center City and particularly in these

5     growing and rapidly growing areas,

6     whether it's the Naval Yard or other

7     places or I think Buttonwood Street, are

8     really rapidly developing and that what

9     people are looking for is actually

10     businesses do want to come to

11     Philadelphia.  They want to come.  I

12     understand they're not interested in the

13     office parks and the mansions out in the

14     suburbs, but there is an appeal and that

15     workers want to live here and that there

16     are investments that could be made in

17     other areas that might even be more

18     appealing.

19               I see this as a long-term

20     conversation, not seeing that it's

21     something that's going to be resolved

22     right now, but just wondering about where

23     the longer term vision is for us beyond

24     some pretty, as I said, kind of blunt

25     instruments like the Keystone Opportunity
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2     Zone.

3               MR. EPPS:  Well, so let me give

4     you a little bit of both sides of the

5     river.  So to our, what is that, east

6     from here, there's a bridge, and across

7     that bridge they are building buildings

8     for free.  And we see in Commerce on a

9     consistent basis the choice to

10     participate or not participate in an

11     incentive package to retain or recruit

12     companies that are using that package as

13     a lever against us.

14               Now, one of the most visible

15     ones that I was not a part of government

16     then that the Administration and I guess

17     Council made a decision to pass on was

18     our basketball team's headquarters,

19     because they got $75 million in an

20     incentive package.  That was a smart

21     decision to let that go, but there were

22     others that we see coming at us that we

23     have to choose to play or not play.  And

24     by the way, those five counties that

25     surround us, they also participate in the
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2     same incentive packages, and 5, 10, 15,

3     20 million dollars will make a

4     difference.  In spite of the workforce

5     issue, which is the primary driver of

6     people coming, if we don't play,

7     sometimes we lose.  And so we have to

8     choose where to play, and I will

9     absolutely say to you we're going to go

10     back and reassess where we are in our

11     current state, but while we do that, we

12     are competing on a daily basis for

13     business.  We're winning some; we're

14     losing some, and still people are leaving

15     because of the cost of doing business in

16     Philadelphia.

17               COUNCILWOMAN GYM:  Understood.

18     And I appreciate the work that Commerce

19     has done on our disclosure bill, and I

20     think that will help us better understand

21     kind of what are the specific benefits

22     that we're achieving and whether it's

23     matching our policy.  And, again, I also

24     recognize that this is a state program.

25     It's not within our control.  We're not
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2     modifying it.  We're not able to modify

3     it.  I just want us to be as, again, we

4     head forward and we look at site-specific

5     properties, particularly in highly

6     developing and rapidly developing areas,

7     that if there was a way to be industry

8     specific, I think that would help a lot.

9     Again, this is a pretty crude state

10     program, so we're not able to offer that

11     as a modification, but it seems like it's

12     a bigger conversation going forward, and

13     I appreciate Commerce's partnership in

14     the disclosure bill to help start that.

15     So thank you.

16               Thank you, Madam Chair.

17               COUNCILWOMAN BLACKWELL:  Thank

18     you.

19               Thank you very much.

20               We want to make a statement now

21     with regard to, as has been mentioned,

22     the Third District in West Philadelphia.

23     We received information that Wexford was

24     not considering the inclusion that is

25     required by the City and the inclusion
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2     that we should have in our city.  And let

3     me say this:  We had some other concerns

4     about a hotel in my district where they

5     are involved and without inclusion being

6     what it should.  It was when we

7     introduced a bill for University City

8     High School and the hotel at 33rd and

9     Chestnut at the same time.  I just heard

10     this, and I will ask our Commerce

11     Director to repeat his opening commitment

12     to make sure this happens, because I

13     promise you -- you know, representing a

14     district where we have all this

15     development is one thing, but we also

16     have people who don't have jobs, who say,

17     When am I going to be included in this,

18     who only see the license tags from out of

19     the City, who are never included.  And we

20     also see people who are being gentrified

21     in spite of the fact that all this is

22     going on.

23               So as their elected officials,

24     we have to consider all aspects of these

25     projects, and it is our part to do the
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2     right thing and to make sure we represent

3     everyone.

4               And so we will say publicly if

5     this representation is not intact, as

6     long as I'm in office, we will fight.  We

7     will fight people who won't do right by

8     the people we represent and who won't do

9     right by inclusion that is necessary in

10     order for everybody to get a chance.

11     That's where we stand on this.  That's

12     where we've been publicly.

13               We have a $3.5 billion project

14     we've been holding up until we can make

15     it more inclusive, and we're not going to

16     let some institutions or private

17     companies do what they want and others

18     not and have the people who live in these

19     areas feel that they're not included.

20               So we will ask the Commerce

21     Director to repeat his statement on

22     looking after this.  And as I say, we

23     promise, you try to come in my district

24     with this, we're ready, and as long as

25     God allows us, we're going to fight for
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2     the people, as they deserve

3     representation as well.

4               MR. EPPS:  So, Councilwoman,

5     and to all of the fellow Councilmembers,

6     I agree with you 120 percent about that.

7     OEO reports to Commerce.  As the

8     Administration has said, the past

9     performance of 30 percent on the contract

10     and employment side, we think we can do

11     better.  We're going to raise the bar

12     toward 40 percent, and on every project

13     we will have a vigilant --

14               COUNCILWOMAN BLACKWELL:  At

15     least.

16               MR. EPPS:  At least.

17               -- (continued) a vigilant

18     accountability system to ensure that both

19     contracting and employment meet those

20     numbers.

21               COUNCILWOMAN BLACKWELL:  Thank

22     you.

23               Any other comments?

24               Councilwoman Parker.

25               COUNCILWOMAN PARKER:  Thank
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2     you, Council Lady Blackwell.

3               Relative to the vagaries

4     associated with this state process and

5     whether or not we will in the future have

6     an opportunity to add additional

7     properties, although we did not surpass

8     our 375 acreage sort of line, let me just

9     say that we should all be in prayer, and

10     if you know you have a crystal ball, if

11     you can determine what that -- what will

12     happen.

13               However, for the record,

14     Councilwoman Blackwell, I just wanted to

15     specifically state as it relates to your

16     comments, as a fellow District

17     Councilperson who unfortunately does not

18     have the same challenge with bustling

19     development, I agree with your sentiments

20     that are often felt by people who live in

21     those communities that see billions of

22     dollars in opportunities sort of taking

23     place in their community and they feel

24     like the people who are left behind

25     because they're not benefiting
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2     economically.  So I just want to state

3     for the record that I support you

4     wholeheartedly in that effort.  I know

5     there are a lot of legislative

6     initiatives that will be coming before us

7     very shortly for us to make definitive

8     decisions regarding this issue, but you

9     are spot-on in the EOPs, and actually

10     knowing and affirming that diversity and

11     inclusion will take place is extremely

12     important, and I thank you for the fight

13     for so very long.

14               COUNCILWOMAN BLACKWELL:  Thank

15     you.  Thank you, Councilwoman.

16               Councilman Henon.

17               COUNCILMAN HENON:  Thank you,

18     Madam Chair.

19               There's not much else to echo

20     that this enticement -- and I believe in

21     KOZs and what they stand for and why they

22     were created and the opportunities that

23     it may bring, that we do have laws on the

24     book.  We do have EOP requirements that

25     need to come in front of City Council.
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2               So we encourage any business

3     that wants to take advantage of a KOZ,

4     once the state -- if the state ever

5     enables us, because we're doing our due

6     diligence, to submit their plans to come

7     to the City of Philadelphia, to stay

8     here, to employ here and be a part of

9     Philadelphia for the next ten years and

10     enjoy what KOZ has.

11               You know, you talk about like

12     there is a blanket KOZ legislation from

13     the state, but we do have a little bit of

14     Philly specific in our own KOZ

15     authorization as we submit our

16     application and it is with the PILOTs,

17     and the PILOTs I think are critical,

18     where we're not shorting the School

19     District any of its money or our General

20     Fund any of its money through its

21     property tax, and going to 110 percent

22     actually captures some of the use and

23     occupancy that the state actually

24     exempts, which we are bringing back

25     locally so we don't lose the aggregate of
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2     our real property here and real property

3     value in the City of Philadelphia.

4               To that, one thing I just

5     wanted to point out that everybody has

6     been talking about, how do we measure,

7     how do we measure.  So in past years --

8     and we're not going to go past -- either

9     they weren't measured or we didn't have

10     the systems.  I think with this

11     Administration through the procurement

12     and through some of the data-sharing plan

13     and legislation, we are going to have an

14     opportunity to measure jobs and diversity

15     as well as employment in the City of

16     Philadelphia as a result of these

17     place-based incentives that we have.

18               So I hope that we use the

19     technology to our advantage so we can

20     tell the public that we are putting these

21     public incentives to good use and back

22     into our communities.  It's extremely

23     important, as well as collecting on our

24     delinquencies.  So if somebody -- and

25     I'll end with that.  So somebody takes
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2     advantage of a KOZ, they develop, they

3     hire local people, they submit their

4     local EOP plan, everybody is happy, we're

5     generating revenue into the City of

6     Philadelphia, because that's what it's --

7     that's why they were made eligible.

8               Are we going to be monitoring

9     and have a system in place if somebody is

10     delinquent in their PILOTs?

11               MR. BUMB:  Yes.

12               COUNCILMAN HENON:  I would

13     assume that the Department of Revenue

14     will be in charge of maintaining and

15     keeping an account of the PILOT value.

16     So as their property gets assessed or

17     reassessed and it increases in value,

18     because we're employing people, we're

19     changing neighborhoods, we're changing

20     the value of the property, and our real

21     property value goes up, I just want to

22     make sure that Revenue or somebody,

23     there's a system in place that captures

24     that, that is the one that collects the

25     PILOTs and monitors it and collects on if
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2     there's, God forbid, any delinquencies.

3               MR. BUMB:  Yes.  The Revenue --

4               COUNCILMAN HENON:  More of a

5     statement than anything else.

6               MR. BUMB:  Well, Revenue and

7     the Law Department together monitor on a

8     yearly basis each of these agreements for

9     performance.

10               COUNCILMAN HENON:  Great.  Look

11     forward to putting a lot of people to

12     work.

13               COUNCILWOMAN BLACKWELL:  Thank

14     you.

15               Councilwoman Brown.

16               COUNCILWOMAN BROWN:  I want to

17     say that I'm deeply encouraged with the

18     new leadership in the Commerce

19     Department, and I also come from -- I've

20     learned that and been told and have

21     witnessed the best predictor of future

22     behavior is past behavior.  And so my

23     hope is that under the new leadership, we

24     don't hear what has been too often the

25     norm in the past and, that is, a verbal
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2     commitment to diversity and MBE and WBE.

3     But in terms of tangible, substantive,

4     hard evidence that that commitment is

5     real for me has not been encouraging.

6     And so the remarks shared by Councilwoman

7     Blackwell need to be in bold letters,

8     underscored, capital letters, because

9     we're serious about paying close

10     attention, laser-beam attention, to this

11     issue, particularly as we look at the

12     rebuild in the coming years.

13               Thank you.

14               COUNCILWOMAN BLACKWELL:  Thank

15     you, Councilwoman.

16               Are there any other statements?

17               (No response.)

18               COUNCILWOMAN BLACKWELL:  Anyone

19     else who would like to testify on this

20     bill?

21               (No response.)

22               COUNCILWOMAN BLACKWELL:  Seeing

23     none, this will conclude our hearing part

24     and we will enter into the public meeting

25     for this bill.
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2               The Chair recognizes Councilman

3     Henon for a motion on the amendment

4     offered by Councilwoman Sanchez to Bill

5     No. 160708.

6               COUNCILMAN HENON:  Thank you,

7     Madam Chair.  I offer an amendment on

8     Bill No. 160708.  A copy of the amendment

9     has been circulated to all members of

10     this Committee, and I move for the

11     adoption of the amendment.

12               (Duly seconded.)

13               COUNCILWOMAN BLACKWELL:  It's

14     been moved and seconded that the

15     amendment to Bill No. 160708 be approved.

16               All those in favor of the

17     motion will signify by saying aye.

18               (Aye.)

19               COUNCILWOMAN BLACKWELL:

20     Opposed?

21               (No response.)

22               COUNCILWOMAN BLACKWELL:  The

23     motion carries, and Bill No. 160708 has

24     been amended.

25               The Chair again recognizes
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2     Councilman Henon for a motion on Bill No.

3     160708, as amended.

4               COUNCILMAN HENON:  Thank you,

5     Madam Chair.  I move that Bill No.

6     160708, as amended, be reported from this

7     Committee with a favorable recommendation

8     and further move that the rules of

9     Council be suspended as to permit the

10     first reading of this bill on our next

11     Council session.

12               (Duly seconded.)

13               COUNCILWOMAN BLACKWELL:  It has

14     been moved and seconded that Bill No.

15     160708, as amended, be reported from this

16     Committee with a favorable recommendation

17     and further moved that the rules of

18     Council be suspended so as to permit

19     first reading of this bill at our next

20     session of Council.

21               All those in favor of the

22     motion will signify by saying aye.

23               (Aye.)

24               COUNCILWOMAN BLACKWELL:

25     Opposed?
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2               (No response.)

3               COUNCILWOMAN BLACKWELL:  The

4     ayes have it and the motion carries.

5     Then Bill No. 160708, as amended, will be

6     reported from this Committee with a

7     favorable recommendation and a request

8     that the rules of Council be suspended so

9     as to permit first reading at our next

10     session of Council.

11               Let me thank you all for

12     coming, thank the Committee for staying,

13     especially at this late hour, and thank

14     you all.  And we are recessed.

15               (Committee on Finance concluded

16     at 5:30 p.m.)

17                   - - -

18

19

20

21

22

23

24

25
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