


Unfortunately due to a prior commitment I am unable to attend this meeting. I look forward to a time to reschedule.
 
Get Outlook for iOS

From: Quiana Pettiford <qpettiford@chestercity.com>
Sent: Tuesday, December 1, 2020 1:42:09 PM
To: Ronald T. Starr <rstarr@chestercity.com>
Cc: Doweary, Michael <mdoweary@pa.gov>
Subject: Notice of Meeting
 
Good afternoon Mr. Starr,
 
As per Receiver Doweary’s request, please join us for a meeting tomorrow, December 2, 2020 at 1:00pm in the Solicitor’s 
Conference room. 
 
Thanks,
Quiana
 
 

 
This message and the attachment(s) are intended for the use of the individual or entity to whom it is addressed and may 
contain information that is privileged, confidential and exempt from disclosure under applicable law.  If the reader of this 
message is not the intended recipient, you are hereby notified that any dissemination, distribution or copying of this 
communication is strictly prohibited.  If you have received this message in error, please notify us immediately by 
telephone and reply to the original message at the above address. 
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TO:         Mayor Kirkland & City Council, City of Chester             

FROM:    Michael Doweary, Receiver, City of Chester
DATE:     November 27, 2020
RE:         Response to your budget proposal 

Thank you for your memo dated November 13th on the 2021 budget; the figures that CFO Nichols 
subsequently provided; and the information you then provided by phone on November 24. My team has 
reviewed your proposals from a financial, operational and legal perspective, and we are providing our 
formal response in this memo. 

Your primary proposals were:

To accept Aqua’s offer to purchase the water system assets, execute the asset purchase agreement 
and receive $12 million that can be used in 2021

To restore most of the positions eliminated in the Spring 2020 furloughs, and then apply a 3 
percent across-the-board wage cut to most non-union employees

To postpone the restructuring elements of my budget until a full search is conducted for a 
permanent Chief Operating Officer (COO)

We’ll take those proposals in order, but first let me address the basic question of whether the proposed 
budget is balanced which is a requirement under the law and also a key concern of Judge Crompton.

Asset Monetization

Your most recent version of the budget relies on $12 million from Aqua that’s tied to accepting their 
current proposal to purchase the water system assets. It then uses $10 million for an additional 
contribution to the police pension plan, over and above the scheduled Minimum Municipal Obligation 
(MMO). The other $2 million is used to support operations, and more specifically to restore most of the 
positions that were eliminated at the start of the pandemic.

Setting aside the Aqua deal for the moment, we cannot use one-time proceeds to fund operations. That 
concept is prohibited by law in Act 47 and by the terms of the Court approved Receiver’s Plan. Without 
that $2 million, the proposed budget isn’t balanced, and the $2 million deficit would more than consume 
the City’s projected cash reserves at the end of this year. 

Even if the City was allowed to use a portion of the Aqua proceeds to fund operations, using millions of 
dollar  in one time proceed  to fund po ition  for one more year doe  not addre  the fundamental 
imbalance between the cost of services and the money available to pay for those services. Moreover, it 
does not provide the impacted employees with much certainty that their positions won’t be eliminated 
within 12 months from now. Using asset sale proceeds as a short-term fix for budget deficits will only 
prolong the City’s overdue financial recovery.
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Asset monetization

As you noted in your memo, I have stated that monetizing the water system is a vital and indispensable 
centerpiece to Chester’s financial recovery. I continue to believe this; however, there is enough 
uncertainty around the monetization that I cannot base the 2021 budget on this occurring.  

First, there is an unresolved legal question whether Chester will be able to sell or lease the system assets 
to any party. Unless and until there is resolution of that issue in the City’s favor, Aqua’s proposal remains 
only a proposal – we cannot build Chester’s financial recovery strategy around it. 

Some parties have described the $12 million advance payment as a “no risk, no strings attached” offer 
that the City should take now.  I disagree with that assessment.  Aqua is offering the $12 million on the 
condition that the City accept  the a et purcha e agreement a  propo ed.

We have not determined yet whether Aqua’s proposal as it currently stands is in the City’s best interests, 
whether the City should try to negotiate different terms with Aqua, or whether there is another route that 
could still monetize the asset while keeping it publicly owned. Much more work needs to be done on any 
agreement, including Aqua’s proposal, with respect to critical issues like the rates that Chester’s residents 
and businesses would pay. 

As noted above, even if the City did accept the $12 million payment, the City’s ability to use of those 
proceeds would be subject to the limitations outlined in section 707(a) of Act 47 of 1987 and the terms of 
the court-approved Recovery Plan, particularly.  The manner in which the City proposed to use the $12 
million1 payment does not recognize those limitations.  

Restore most eliminated positions with a 3 percent across-the-board wage cut

Your proposed budget generally brings salary spending and personnel back to the levels in the 2020 
budget and then reduces salaries by three percent. We would need the underlying position detail to 
determine where position cuts have been made, though there appear to be reductions in some units. For 
example, the 2021 salary allocations are 14 percent lower than budgeted in 2020 for the Mayor’s Office; 
10 percent lower for Licenses and Inspections; 8.6 percent lower for Highway Maintenance; and 16.7 
percent lower for Park  Maintenance. 

There are also units where the salary allocation is higher than in 2020, such as the Treasurer’s Office (3 
percent increase); City Clerk (2.5 percent increase); Controller’s Office (5.2 percent increase); and Fire 
Administration (5.4 percent). That suggests employees in those units are receiving salary increases.

The City’s proposed budget has $17.1 million in salaries, which is just $278,000 less than the City 
budgeted last year before the pandemic. If we adjust the Fire Uniform salaries in the City’s proposed 
budget to match our assumptions regarding the SAFER grant requirements2, your budget has $112,000 
more in salaries than the 2020 budget.

I understand the desire to restore positions, but that level of spending on employee salaries is not 
affordable, especially in this environment. The City’s three largest revenues that generate over 70 percent 
of the budget are each generating less than budgeted in 2020 and neither of us projects those revenues to 
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1 The City proposed to use $10 million of the $12 million to make an additional contribution to the police pension plan, over and 
above the scheduled MMO payment. The other $2 million would support operations, primarily salaries and benefit costs.
2 Your allocation for salaries in Firefighters Unifo med is $390,000 lower than our estimates, which suggests your budget has fewer 
positions than we thought is required under the terms of the City’s SAFER grant  Please let us know if the City has received a waiver 
and can budget a lower headcount. 

rebound to pre-pandemic levels right away in 20213. 

For the reasons described above, we cannot and should not use one-time asset sale proceeds to cover 
recurring costs that are unaffordable for the City. We need to reduce the size and cost of City government 
while still delivering vital and necessary services, which is why it is important that we move forward with 
the restructuring.

Postpone restructuring until a full search for a COO is conducted

I appreciate you acknowledging the benefits of establishing a Chief Operating Officer position, which I 
know will be a big change for City government. As you stated, a COO “could help coordinate the activities 
of our departments, improve efficiencies and might recommend…department consolidation.”

Unfortunately, for the financial rea on  noted above, we cannot wait to tart department con olidation. 
We must find a way to provide vital and necessary services at a lower cost than the City had before 2020, 
due to the pandemic and so the City can also pay its full Minimum Municipal Obligations to the three 
employee pension plans.

My team has spent the last three months assessing the quality of services that Chester City government 
provides and, as we told you, we are very concerned about the lack of capacity in the Public Works and 
code enforcement areas. We disagree that the City should try to reduce Public Works staffing below the 
levels in my proposed budget, which your memo suggests4.  I am particularly concerned with having 
appropriate staffing for snow removal and addressing the widespread trash dumping issue in the City.

We also cannot continue with the prior fragmented approach to government where two departments or 
two divisions deliver similar or related services separately, nor can we provide services effectively on a 
reduced budget with such a high large number of employees carrying the title and salaries associated with 
being Directors, Deputy Directors, Chiefs of Staff, Supervisors, etc.

I agree that the COO position needs to be filled on a permanent basis by someone with the experience 
that the position requires, and we will conduct a full search to fill the position on a permanent basis in 
2021, as you suggest. I also agree that we should seek financial and technical assistance from the 
Department of Community and Economic Development (DCED). But the service needs, and financial 
limitation  don’t give u  the lu ury of waiting to take action. Plea e upport the interim COO a  I commit 
to conducting a full search for the position in 2021.

Other proposals

I wanted to highlight a few more areas from your memo where I have reconsidered my position:

You mentioned the importance of fairness and shared sacrifice, especially related to changes in 
salaries and health benefits for current employees. I had originally proposed reducing the salary for 
the Mayor to $50,000 with no auto allowance and reducing the salaries for Council and City 
Co trol r o 2 ,0  In ead we l  roll b c  e 0 80 perce t a a  n rease  r h   
elec ed offic als wh  received em e fec e anua y 1  020. Revers ng very la   
received by a small number of emp oyees s a fa rer approach t an a lowing hose arge increa  

 ta  and t en s i g ll m o s mo t f m ece ed ch m l er n ea es i  202  
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3 Your revenue projections match ours except for the $12 million Aqua proceeds, so you agree with our projection that EIT revenues 
would be lower absent the resident EIT increase.
4 You write: “Of note, the Receiver recommends a 20-person public works department. The city currently is thinking that the number 
could be reduced to 14 to allow for other constituent service positions to return to work.”

to take a three percent salary cut. The Mayor’s salary would revert to $41,000 with an auto 
allowance, as it was before January 2020. Council members would receive $35,000 salaries with an 
auto allowance, as they did before January 2020, and the Controller’s salary would return to 
$35,000.

I had originally proposed an employee cost sharing structure where the City covers 80 percent of 
the premium costs associated with employee health insurance, and the employee covers the 
remaining 20 percent. You proposed a 90-10 percent sharing structure, and I have revised the 
structure to something in the middle – 85 percent City and 15 percent employees. We have a 
separate memo to CFO Nichols that explains how the cost sharing structure will work, and it is 
possible that employees could contribute less than 15 percent toward health insurance if the City 
finds lower cost health plans. 

You outlined a couple of debt-related proposals involving restructuring existing debt (Series 2017, 
stadium related debt) or issuing new debt. As I wrote in that Plan, restructuring the 2017 debt is a 
good idea but we need to ensure that the City gets the best deal possible. That deal may ultimately 
be similar to what San Blas Securities suggested, but we need to do our due diligence first. 

As a first step, the City should get its debt advisory team in place (financial advisor, bond counsel, 
underwriter) as required in Plan initiative LEG07. Also, any savings from debt restructuring would 
likely be applied to either retiring other obligations, like past due pension MMOs, or funding one
time needs like capital projects. I share your interest in bolstering the capital budget above the 
very modest $500,000 level in my budget.

Finally, I appreciate you highlighting the importance of economic development. Like you, I believe 
that having a stronger tax base is essential to true, meaningful financial recovery. I look forward to 
hearing your ideas and working with you on them in the New Year.

 

021338


