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OVERVIEW
The purpose of this Five-Year Financial Action Plan is to provide areas of emphasis for the City
of Petersburg’s leadership, including the City Council and City management, as they continue to
improve the City’s financial condition and build on the work that was performed by the Robert
Bobb Group (RBG). The RBG team bases its recommendations on observations made over the
past 11 months, best practice analysis using resources from the Virginia Municipal League
(VML), the International City/County Management Association (ICMA) and the Government
Finance Officers’ Association (GFOA), and more than 160 years of collective experience.
The Five-Year Financial Action Plan is more than a financial forecasting exercise. It showcases
the major policy decisions facing the City Council over the next few years. In addition, with so
much invested by the City to support recent efforts and the knowledge that was gained over
the last 11 months, the City benefits from a roadmap to continue the journey to financial
recovery. The plan outlines the Top 15 actions the City must take to advance, as well as a
financial review of each fund and goals and strategies for each fund to continue the success.
The RBG advocates the adoption of these recommendations, yet we know it will take time,
discipline and significant effort. We also know that there are different strategies that can be
used to arrive at the same goals. The purpose of this plan is to begin the conversation and
provoke new ideas to bring the City to full financial recovery. The RBG recommends, that at a
minimum, the City adopt the top 15 actions outlined here to remove the City from fiscal
distress and the rigorous scrutiny of its financial management.
As the City emerges from short-term turnaround management, it must avoid complacency.
Maintaining its discipline in making difficult financial decisions is a priority, and it must not fall
victim to short-term thinking at the expense of long-term strategic decisions. The City can no
longer be a distressed community that has a history of not paying its bills in a timely manner.
Not only does the City pay a premium for most things it buys, but it also lacks negotiating
power in the region. For too long, the City has operated at a competitive disadvantage. The City
must take crucial steps and employ the necessary discipline to create new opportunities for its
residents, business owners and employees. The opportunities are there, and the City is worthy
of those opportunities.
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TOP 15 ACTIONS THE CITY MUST TAKE
As the Five-Year Financial Action Plan was under development, it became apparent that a
critical list of items the City must accomplish be at the forefront of the report.
Each of these actions will repair the City’s credibility and allow it to reduce the cost (both
financial and administrative) of being a high-risk, non-investment grade municipality. By
remedying its financial crisis, the City will be able to focus its efforts on the more strategic
aspects of local government (e.g. high performance organization, economic development,
innovation, etc.) and not continued to be burdened by all of the issues that caused the fiscal
crisis and resulted from the fiscal crisis.
Below are the top 15 areas of focus that the City must do in order to continue the trajectory set
by RBG:
1. Ensure Diligent Budget Management. If the City leadership manages within the current
appropriation for FY 2018, the City could experience as much as a $2.0 million surplus in
the General Fund. This is due to conservative revenue estimates coupled with budgetary
flexibility built into the expenditure side (e.g. assumed full debt service and not the
savings anticipated from the restructuring of debt). One caveat to this is that any
issuance of a Revenue Anticipation Note (RAN) will reduce this surplus, as the cost of
issuance will have to be paid for out of the savings received from the debt restructuring.
Furthermore, in each of the subsequent years, budgeting a restoration of fund balance
of at least a $1.0 million budgetary surplus should be the goal by the administration
(above the $750,000 required by policy) until the policy goal is reached, in order to
continue the progress towards rebuilding the fund balance.1
While it is now practice established by RBG to present and discuss a budget-to-actual
report, along with a cash flow report, to the City Council monthly, this is not active
budget management. Too much progress has been made in a short period of time to
buy non-essential and non-emergency related items. Until such time as the City
management can show that it is effectively managing the budget to a surplus, the City
Council should continue to demand frugality in what is being purchased.
No later than mid-way through the fiscal year (or after month six figures are reported),
the City leadership should meet with departments to begin preparing year-end
projections. Not only will it aid in identifying problems early, it will also allow for better
budget preparation for the following fiscal year. Year-end projections were started
during the management of the FY 2017 budget in month 10 but it is not an exercise that
City departments were used to providing or preparing. Therefore, City management
needs to take the time to continue to foster a culture of strong budget management in
1

The adopted financial policies can be found on p. 11 of the Annual Budget
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the departments.
Lastly, the City’s non-General Fund funds should be managed so that they do NOT
receive support from the General Fund unless a deliberate decision was made during
the budget process. This will require the consistent review of revenues and
expenditures for each of these funds and necessary spending adjustments when
needed.
2. Establish a Financial Advisory Board. There are too many authorities, bondholders and
elected officials statewide that want to see a continuation of progress and not a retreat
to past practices. In an effort to provide the support needed to continue to move
forward financially, the City needs to establish a Financial Advisory Board that would
comprised of various stakeholders (both directly and indirectly affiliated with the City of
Petersburg) and would be staffed by the Chief Financial Officer (CFO). This committee
would meet monthly to report on the budget, the Comprehensive Annual Financial
Report (CAFR), cash flow analysis, adherence to financial policies and any reporting
requirements for debt financings under consideration.
The proposed members of the Financial Advisory Board should be as follows:
a. A representative from the City’s Financial Advisor
b. A representative from the City’s Bond Counsel
c. A representative from the Virginia Resources Authority (VRA)
d. A representative from the City’s state legislative delegation
e. A representative from the City Council
f. A representative from City of Petersburg management
g. A representative from the community
h. A former local government professional who has experience in local government
finances
3. Continue to improve the City’s bond rating by following recommendations laid out by
Standard & Poor’s. While the movement from a ‘negative outlook’ to a ‘stable outlook’
was an incredible achievement in just nine short months, the City leadership should
maintain a sense of urgency and diligence to move the City’s bond rating upward.
Currently the City’s rating remains at a non-investment grade level of ‘BB’. (See
Appendix A for the report provided by Standard & Poor’s.) While the City was able to
restructure its bonds in July 2017 and purchase new emergency vehicles, the City will
continue to have difficulty accessing the credit markets. When it does access credit
markets, it will pay a premium in the form of higher issuance costs and annual interest.
This higher cost has a direct impact on the taxpayers of the City in two ways: 1)
residents directly pay for this through taxes and fees and 2) the added cost burden
directly competes with other high-priority budgetary needs of the City and its residents.
4. Achieve and Adhere to Adopted Finance Policies. The City leadership, including the City
Council, should monitor the City’s adherence to its adopted financial policies. The
6

annual budget should continue to incorporate the City’s progress towards the
achievement of these polices, and the City Council should hold City management
accountable for this. (The adopted financial policies can be found on p. 11 of the Annual
Budget.)
5. Effective Transition to City Collector. At the request of City Council, the RBG has
developed a transition plan to move from a City Treasurer-led collections function to a
Council-approved City Collector—a circumstance where the collections function is the
responsibility of the City Manager. The transition plan lays out the current state of
operations and how the City should transition to a City Collector. Ensuring that this
transition occurs smoothly is imperative to not have unexpected cash and collections
challenges. (This transition plan can be found in Appendix B.)
6. Improve City-Wide Collection Efforts, including the Utility Fund. Per Council
resolution, the Utility Fund must report a collection rate of at least 90 percent by
January 2018 or the rate increase approved for FY 2018 is rescinded. This policy decision
by Council will not only create budgetary and fiscal pressure for the Utility Fund, it will
also be an issue for the Virginia Resources Authority (VRA), which issues the Utility
Bonds on behalf of the City. Thus, a rescission of the rate increase may result in an
inability to meet VRA-required coverage ratios and create a technical default on
outstanding bonds.2 Continued focus on resolving billing errors with apartment
complexes will boost collections further and this initiative should be closely monitored
by City Council. (Appendix C provides a 38-point plan of action for improving the Utility
Fund and System, and Appendix D provides recommendations by Severn Trent, a leading
company in the utility-billing space. Both of these documents should be reviewed and
implemented.)
As for other General Fund revenues, personal property taxes, for instance, experiences a
collection rate of about 54 percent for the first half of the billing period and it only
improves to some 73 percent by year-end. More aggressive collection efforts will
improve cash flow by an estimated $600,000 (assuming a 73 percent collection rate is
achieved for the first payment) in the February/March 2018 timeframe, when cash is
greatly needed. As for real property, this is typically a locality’s most reliable source of
revenue, as the consequence for non-payment is the loss of your property. However, in
the City of Petersburg, efforts to pursue the tax-sale process have not occurred since
2011 and active collections efforts of delinquent accounts did not commence until
December 2015. Therefore, according to the FY 2016 CAFR, the City had a collections
rate of 95.9 percent and should aim to get this to 98 percent – 99 percent3.
2

As of this writing, Utility collections have improved from approximately 70 percent in FY 17 to
86 percent for the most recent four-month period.
3
Every one percent improvement in collection of real and personal property taxes will generate
an additional some $300,000.
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7. Eliminate the need for Revenue Anticipate Notes (RANs) by increasing cash flow and
improving fund balance. Until the City is able to carry enough cash balances to pay its
accounts payables in a timely fashion, it will need to rely on RANs. The need for RANs is
analogous to payday loans—as the cost of issuance is high and it is a short-term
financing—and is not a best practice that is used in financially stable governments. The
City should set a goal to sunset this practice in Petersburg as soon as reasonably
possible.
8. Pursue Liquidity. Whether it is the sale of City-owned properties4, the sale of its excess
capacity of water, or privatizing the utility system, the City should continue to pursue
one-time revenues that will help to restore the Fund Balance and provide the necessary
cash flow to eliminate the need for a RAN and increase the City’s credit rating. With the
transition and staffing challenges in the City Assessor’s office, along with the transition
to a City Collector, and a newly elected Commissioner of Revenue and Treasurer, the
probability of budgetary and cash challenges during the transition is high. Any liquidity
will help to offset this risk and/or be used to rebuild fund balance. Additionally, the City
should work closely with its Economic Development Authority (EDA) to strategically
purchase and dispose of properties that are mutually beneficial and remove the City
from financing/funding projects related to economic development. Having an active
EDA that is aligned with the City’s goals and strategies is an effective way to eliminate
the City’s responsibility of being a landowner/developer and allows its focus to be on
other high priority areas.
9. Keep Engaged with Regional Partners for Collaboration and Funding Opportunities. A
concern that was apparent upon the RBG’s arrival in October 2016 was the City’s failure
to participate in regional meetings. These meetings included authorities where the City
serves on the Board (i.e. Riverside Regional Jail Authority) or regional meetings where
the State determines the economic development and transportation projects it plans to
fund (i.e. Metropolitan Planning Organization of the Crater Planning District
Commission).
The consequence for not being active in the region is that the Riverside Regional Jail
Authority Board put in a penalty clause for late payments because of Petersburg. This
was further needed because no one was at the table to defend or describe the City’s
financial challenges, and phone calls/emails went unanswered. Fortunately, by showing
the City’s commitment to repaying authorities—and setting them up as priority
payments—the City received support from the Authority to remove all penalties under
two conditions: 1) The City had to keep its promise to pay all arrearage by June 30,
2017, and 2) The City had to keep current on paying its invoices. As a result, the City
kept its promise and the Authority dropped the penalties5.
4
5

The City owns in excess of 300 properties.
Penalties assessed by Riverside Regional Jail amounted to over $60K.
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Another consequence for not having a presence in the region is related to the MPO. The
MPO adopted a plan for the region through 2040 with 38 projects funded. The City did
not have one project on the list. Once the RBG started attending the meetings and
familiarizing itself with the process, two projects were added: the VSU Gateway Project
and Collier Yard Industrial Access. However, those projects were not scored, prioritized
or funded as the other 38 were, so they are not part of the official plan.
The City leadership has to be at the table to ensure that its voice is heard and
opportunities for the region can also be opportunities for Petersburg. The deadline for
Smart Scale, TAP (Transportation Alternatives Program), and Urban Allocation is Nov. 1,
2017, and the City must have a clear strategy for what projects to submit for
consideration.
10. Increase use of Data Analytics for Decision-Making and Invest in Technology
Infrastructure. The City did not and currently does not have the analytical power or
tools to be able to think more strategically, effectively and efficiently. The City is in
constant crisis-management mode. While that can be the norm for any government,
Petersburg is in too precarious position to allow it. The City needs the backing of solid
analytical teams that research and analyze ways to make government perform better.
While it will take some time for the City to secure the right type of talent, to improve
policies, processes and procedures, it should be a priority.
While the City’s AS-400 (or BAI) system is functional, but it is not user friendly and
impedes the City’s ability to analyze key functional areas such as billing and collections.
The City, once it stabilizes its staffing under the portfolio of the CFO, should pursue the
use of a new financial system. However, in the interim, continued exploration of
platforms such as OpenGov can ease in the collection and dissemination of data from
the mainframe system.
11. Remedy the CAFR Audit Findings; Eliminate the Qualified Opinion on the Utility Fund;
and Address the Items Identified in the Forensic Audit. The FY 2016 CAFR audit findings
were identified in May 2017 at the conclusion of the CAFR and an implementation plan
was set in motion. City management needs to actively work the list of findings to reduce
the number of findings in the future and eliminate the qualified audit opinion on the
Utility Fund. (The CAFR audit findings are provided in Appendix E.)
Upon the RBG’s arrival into the City, City Council directed the RBG to move forward with
conducting a forensic audit. An initial RFP was issued prior to the RBG’s contract but it
was determined that the scope was too large and the disparities of bids too wide to be
able to accurately review and score the proposals. Therefore, with the City Council’s
approval, the RBG revised the scope of the original RFP to refine it to key areas of focus
that were of concern brought forward by the public, prior audit issues, observations and
discussions with stakeholders.
9

As a result of a public, competitive process, PB Mares was chosen and analyzed the
following areas:
1) Payroll and Accounts Payable – duplicate payment of employees and vendors;
2) City-issued credit cards to include purchasing and travel cards – employee
use/abuse as well as determining if cards are being used for personal gain and if
cards are being used during unusual hours of the day;
3) Cash management at the point of entry, including an inventory of points of
entry;
4) City-owned checking accounts;
5) Bank reconciliation process and weaknesses;
6) Tax assessments, tax abatements and tax credits, and write-offs provided to
individuals for all taxes, whether the individuals who had the authority to
approve these decisions were performing in the best interest of the City and
with consistency;
7) Fuel usage – frequency of use by individuals for possible abuse;
8) Water and waste water billing and collections and the appropriateness of
credits, waivers and payment plans provided to individuals. Determining if the
individuals who had the authority to approve these decisions performed them in
the best interest of the city and with consistency.
The Forensic Audit report was finished in September 2017. The City Council and the City
management should reflect on these observations and determine a path forward in
implementing change. (The Forensic Audit report is available in Appendix F.)
12. Working with the contracted Internal Auditor, continue to develop solid financial and
business policies, practices and procedures. While the RBG did significant work in this
area, particularly related to policy development for financial/budgetary, procurement,
Accounts Payable and grant management, continued discipline is needed. Policies,
practices and procedures should be reviewed, documented and developed where
needed, and disseminated city-wide in order to drive the operational and financial
performance of the City. The City Council should approve an Audit Committee, and the
Internal Auditor will report directly to the City Council on its findings and progress.
Among the tasks the Internal Auditor is to review is progress. Among continuing tasks,
the Internal Auditor should review progress on RBG recommendations, the Forensic
Audit findings and the CAFR findings. The City has engaged, after a public, competitive
process, the accounting firm of CliftonLarsonAllen as its Internal Auditor.
13. Work to eliminate any outstanding payables and determine path forward for repaying
misused urban allocation funds and inappropriate loans made from the Perpetual
Care Fund. Through the course of RBG’s review of the City’s finances, two additional
issues arose; the misallocation of funds that required further analysis before a path
forward could be determined. The first is the misuse of urban allocation funds (and
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reporting of those funds) and the second are loans that were made, and not repaid,
from the Perpetual Care Fund. In working with the Virginia Department of
Transportation (VDOT), it is clear there is an issue of urban allocation dollars not used to
support VDOT-approved expenditures. The impact could be as high as $5 million.
Currently VDOT is working with the City management in the Department of Public
Works and Finance to determine a path forward. As for the Perpetual Care Fund dollars,
it was identified in January 2017, and confirmed by the forensic accountants in August
2017, that $525,000 was loaned to the General Fund but has not been repaid. The City
management and City Council should determine the best path forward to repaying the
dollars. In the following section, the RBG outlines possible paths forward.
14. Develop a structurally balanced FY 2019 Budget. The largest challenge that will face the
City in FY 2019 is addressing continued pay issues, aging infrastructure and a significant
45 percent requested increase to the Petersburg City Schools appropriation. Until the
City has improved its fund balance to above $0, it should continue to be conservative
with the revenue it anticipates receiving and the expenditures that it supports during
the budget process. Until a fund balance is established, even though a budget may be
balanced and managed effectively, the City will struggle with paying its bills in a timely
manner.
15. Continue to invest in City Council training and professional development to ensure the
City Council has the right tools to hold its direct reports accountable. The City Council
should ensure that it is represented annually at the Virginia Municipal League’s
conference and should engage in ongoing professional development activities that will
grow councilmembers’ knowledge of municipal government and their understanding of
what others, both regionally and nationally, are doing in terms of innovation and
effective service delivery. The City Council has an appropriation from the
Commonwealth of $25,000 to contribute towards this effort.
Additionally, the City Council should hold annual performance reviews for its direct
reports and tie pay increases to performance. Among the expectations on its direct
reports, the City Council must require management to provide necessary information to
councilmembers so they can hold managers accountable and ensure that continued
progress is being made. At a minimum, the following reports and information should be
provided to the City Council:
1.
2.
3.
4.
5.

Monthly budget to actuals of the current fiscal year budget and cash flows.
Beginning in month six of the fiscal year, the City’s year-end projections.
Monthly updates on the remediation of the CAFR and Forensic Audit findings.
Monthly or quarterly updates from the Internal Auditor.
Monthly updates on billing and collections activities, including delinquent
accounts.
6. Quarterly reports from the Financial Advisory Board and Audit Committee.
7. Monthly or quarterly reports on the testing and conversion of the approximately
11

1,100 that are read manually to automated meters.
8. Reports by City staff on their attendance of regular meetings of regional groups
such as ARWA, SCWWA, the Crater Planning District/MPO, the Riverside Regional
Jail Authority, CVWMA, Gateway Virginia, etc.
9. Monthly updates from the City Assessor’s Office related to the transition,
milestones, and challenges.
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GENERAL FUND FORECAST
The City’s General Fund is the primary discretionary Operating Fund of the government and
therefore, does not have the restrictions on it like those of other Special Revenue Funds (i.e.
grant supported programs) or Enterprise Funds (i.e. fee for service supported programs).
Beginning in FY 2009, the City’s General Fund began to hemorrhage with annual deficits ranging
from $436,000 to $5.5 million. This resulted in a negative FY 2016 unassigned fund balance of
$7.7 million. In its day-to-day operations, the City is forced to choose which vendor to pay and
when. Revenues come into the City’s coffers at different times of the year (real estate is
quarterly, for instance), but the bills for the City are not tied to the revenue flow. This is why
the review of the City’s cash flow is so critical to managing its finances. Secondarily, typically if a
City’s cash flow is short in one month, it will rely on a fund balance or the “savings account” to
smooth the fluctuations in revenue, ensuring that bills are paid within the net-30-day policy
required by the Commonwealth. If the fund balance is insufficient, the need for a RAN, or cash
flow note, is another resource to help the smoothing of the revenue over the year. Historically,
however, the City did not have solid cash and budgetary management, and the RAN was used
more as an additional revenue source and not as a cash-flow note that needed to be paid back
within the fiscal year.6 Hence, why the City dramatically overspent its budget every year.
During the FY 2017 budget management and the development of the FY 2018 budget, the cost
of the RAN was incorporated into the budget. However, when the RBG arrived in late October
2016, the Commonwealth had identified some $18 million in bills to be paid and two payrolls in
the November/December 2016 timeframe were at risk of not being paid. The RAN was used to
start the “catch up” process and pay bills from FY 2015, FY 2016 and FY 2017 and did not last
throughout the entire Fiscal Year. This caused priority payments7 to be made, while others had
to continue to wait. Through budget management, controlled spending, and working with City
vendors to develop payment plans, RBG was able to reduce the outstanding payables to about
$4.0 million by June 30, 2017 with all but about $1.0 million having a detailed plan for funding.
For FY 2018, the RAN is to be used as it is intended—to smooth out revenue fluctuations—
because the outstanding payables are within a reasonable level.
The General Fund needs to record a budget surplus every year. This is not only good practice
but will be required to guarantee that the City continues to improve its financial footing.
6

The City’s revenues are analogous to a person’s annual salary. While you may make $50,000
per year, for instance, you do not get all of the funds starting Jan. 1. They have to build up over
the year. To purchase something when your funds are low in the checking account, the options
are to draw from savings (fund balance) or to use credit (RAN or Bonds).
7

Priority payments included: debt service, payroll, VRS contribution, insurance, schools, all
regional authorities, all utilities (Motorola radios for emergency responders, electricity, etc.),
and all grant-funded invoices.
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Monthly budget-to-actual reports should be reviewed, analyzed and provided to the City
Council. Any reported deficits within departmental budgets will need to be addressed.
Additionally, the departments should prepare year-end projections no later than month six of
the fiscal year (after December closes).
The following table represents a budgetary forecast for the General Fund. This forecast is in no
way an endorsement of future deficits nor does it reflect a guarantee that the City will realize
the percentage increases provided. However, this is a tool that should be used to plan for
future increases or decreases in revenues and expenditures and should be modified as further
clarity of the numbers becomes available.

14

15

Key Assumptions:
1. Property taxes include both real and personal property taxes (current and delinquent),
mobile home, machinery & tools, and penalty and interest on all of the aforementioned
taxes. In this model, the average annual growth over the five-year forecast period is 1
percent. While it is expected that a more robust collection effort will generate increased
collections (due to the transition of this function from the City Treasurer to the City
Collector), the City’s finances do not support an aggressive revenue forecast, particularly
given that this was one of the areas that caused the City’s financial decline—lack of
financial discipline and conservative revenue estimates. Additionally, the City has not
reassessed its properties since 2009, and this presents both an opportunity and a risk.
2. Local Taxes and Fees include Sales/Use, Communications, Utility Charges, E-911,
Business & Occupancy License, Bank Franchise, Motor Vehicle License, Recordation,
Wills, Cigarette, Admissions & Amusement, Lodging and Meals. In this model, the
average annual growth over the five-year forecast period is 2 percent. However, it
reflects 2 percent in the first three years and 1 percent in the last two. The reason for
this is that this segment of the revenue base is sensitive to any economic swings. Often
referred to as consumption-based or economically sensitive revenues, the model is
showing that over this five-year forecast period there may be a change in the economy
that would impact these revenues.
3. Permits, Fees, and Licenses and Fines and Forfeitures are anticipated to grow at 1
percent on an average annual basis over the five-year forecasting period. These
revenues include all building permit-related fees, nuisance abatement fines, and motor
vehicle-related fines (parking, red-light camera and moving violations). All of the
building permit-related fees should be reviewed annually to determine if they are
competitive with the market and what developers are willing to pay. If development
advances and the City is successful with its economic development efforts, this is a part
of the revenue model that may see larger growth levels than what is currently
forecasted.
4. Property Rental is held flat in this forecasting model. The primary reason is that the
main revenue for this category is “general property,” which is the property that the City
owns and has rented out for another use. Given that the City should be more aggressive
in its property disposition, but heretofore has not, a flat growth has been assumed.
5. Charge for Service includes EMS Transports, Court-related fees, Landfill Host Fees,
Waste Disposal Fees, Library Rental Fees (café and gift shop), and other ancillary
charges. The growth assumption for this category is an average annual growth of 3
percent. There are two primary reasons that this growth is larger than the other major
revenue categories: 1) EMS Transport fees have not been appropriately billed and
collected historically. The Fire Chief is working to tighten up this process and begin
collecting more effectively through the new City Collector function. 2) The contract that
dictates the Landfill Host and Liaison Reimbursement fees has not been effectively
managed to ensure that the City is receiving all of the revenue from the contractor, as
required. This was communicated internally to the DPW staff that oversees this contract
and future contract management should be more aggressive. This is also an area that
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6.

7.

8.

9.

the Internal Auditor can be of assistance.
Miscellaneous Revenue and Recovered Costs include the Sale of City Property, other
miscellaneous revenues and any recoveries the City receives from insurance. These
categories are both forecast to remain flat during the five-year period. As part of the FY
2018 budget, the sale of City Property was increased to $6 million to show that the City
needed to take action on the assets that it owns to rebuild the City’s finances and fund
balance. For this forecasting analysis, this one-time revenue has been removed from
both the revenue and expenditure categories (the expenditure was as a contribution to
the fund balance). Any future sale of City Property, however, should be moved to the
building of the fund balance and not used for on-going operating expenses or other nonessential one-time uses.
Transfer from Other Funds includes the indirect cost allocation (or payment in lieu of)
contribution from Transit, Utilities, and the Community Development Block Grant
(CDBG). For Transit and Utilities, the figure is based on the indirect cost allocation plan
established by the City’s external auditors. For CDBG it is based on offsetting a portion
of the activity in the Code Compliance service area, in accordance with the approved
CDBG plan by the City and Federal governments. The Transit system’s contribution is
based on the current indirect cost allocation plan but this may need to be modified as
most recently as July 2017, non-Transit City employees moved to the Transit facility, and
the indirect cost allocation model may need to be adjusted to offset this use. For
Utilities, the model shows the increase that can be achieved over the next five years to
bring the transfer from Utilities up to the amount shown in the December 2016 indirectcost allocation plan. This increased level of funding is consistent with the Utility Rate
Study, although this amount should only be pursued once the coverage ratio on the
enterprise fund is achieved and maintained.
Revenue from Other Agencies mostly includes Commonwealth funding for Social
Services, Comprehensive Services, HB 599 for Law Enforcement, Library and
Compensation Board funding for Constitutional Officers. This level of funding is
anticipated at 3 percent growth due to social services’ needs; however, this is not
confirmed by the Commonwealth and should be reviewed quarterly to ensure that the
City has the appropriate level of funding appropriated.
Departmental Expenditures are anticipated to increase 3 percent annually over the
forecast period. This is due primarily to the anticipated increase in health care (although
the actual cost increase is unknown8,), the need to fund an annual merit program to
ensure that salaries are kept competitive with the region, the need to address
compression pay city-wide, and the aging assets of the City (e.g. facilities and vehicles
and the maintenance required for both).

8

On 9-19-17, the RBG contacted the City’s plan administrator, “The Local Choice”, about
anticipated future health care cost increases to include in the forecast. Unfortunately, The Local
Choice is unable to provide future projected increases. This reinforces that for solid benefit
planning and forecasting the City may need to contract with an experienced benefits
administrator. Further information on this is available in the section on General Fund
expenditures.
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10. Debt Service saw a precipitous drop from the FY 2018 approved budget to the amended
budget, due to the refunding that was finalized through the diligence of the RBG team.
A portion of these savings ($1.0M) went to increase the appropriation for schools in
order to remedy the underfunding in FY 2017 due to accounting adjustments made to
FY 2016. The remaining savings is reflected in the “Rebuild Fund Balance” category in
the FY 2018 Adjusted Budget above. However, any cost associated with a future RAN
will have to be paid for out of the savings from the debt refunding. The figures for debt
service over the forecast period are anticipated to grow average 2 percent annually and
reflect the City’s current debt obligations. Any future debt on the General Fund will
adjust these figures (this includes any Qualified Zone Academy Bonds (QZAB) or Literary
Loan Funding for the Schools). It should be noted that the City of Petersburg and the
Petersburg Library Foundation entered into a sublease financing arrangement on April
11, 2013. The City made lease payments to the Foundation in the amounts of $147,000
beginning in FY 2013 through FY 2018. Starting in FY 2019, this reduces to $134,000 and
then jumps to $640,000 in FY 2020 through FY2032. City management should review
this to determine if there is a different structure for this outstanding obligation.
11. One-Time Revenue (Liquidity) of $6.0 million was removed as it was one-time revenue
that was to be used to rebuild fund balance and would skew the forecasting as it was
anticipated to be one-time in nature and to be used to offset the need for a FY 18 RAN.
12. Rebuild Fund Balance is required by the City’s adopted financial policies at the level of
$750,000 annually until the required level of funding is reached. This forecast model
accelerates that by contributing $1 million annually in the operating budget to rebuild
the fund balance. The anticipated $2.0 million shown in the adjusted FY 2018 budget is
due to the debt refunding ($1,183,125), the unanticipated revenue from the
Commonwealth for FY 2018 expenses already budgeted ($159,675), and the $750,000
that was already included in the FY 2018 Budget. If the current management team
adheres to the budget as it was proposed, not accounting for any revenues that come in
over budget, there is an anticipated $2.0 million surplus (or contribution to fund
balance) built into the FY 2018 budget. As noted above, however, any issuance of a RAN
will have to be paid for out of the savings of the debt refunding.
13. Pay-as-you-go Capital (also referred to as cash capital or a transfer from the General
Fund to support the capital budget) is part of the City’s adopted financial policies, is a
best practice in government and adds budgetary flexibility as projects could be deferred
if the budget necessitates this. While the policy states that it should be a 5-percent
rolling average of the capital budget over five years, to simplify this, the forecast
increases this funding every year for an average annual growth of 13 percent. The
primary reason to increase this is to help with budgetary flexibility and to ensure that
there is funding available for the vast capital needs of the City—especially given the age
of its assets.
14. Petersburg City Schools are projected to grow, on average, 2 percent annually during
the five-year plan. The figures were derived from the Schools’ published Five-Year Plan
for FY 2019 to FY 2022 and the figure for FY 2023 used the same trended growth. While
the growth in the out years of the plan appears reasonable, the increase from FY 2018
to FY 2019 is considerable. The 45 percent increase from the $8.4 million in the adopted
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budget is a driving factor in the projected forecasted budgetary deficit for the FY 19
budget.
15. Transfer to Mass Transit is projected to remain flat in this forecast at $300,000. The net
contribution in FY 2018 from the General Fund to support Petersburg Area Transit (PAT)
operations is $54,000. This is due to the indirect cost allocation that is also built into the
budget, which is a transfer from PAT back to the City’s General Fund. (More information
on this is available in the Mass Transit Fund section.) There has been much confusion
about what is the required “Local Funding” to PAT. Local Funding is any funding that is
not a Federal or Commonwealth source. However, the actual amount that is due from
the City of Petersburg continues to be unknown. The Commonwealth has hired an
independent accounting firm, SCandH, to assist with policies and procedures for Transit.
One of its deliverables is to determine the appropriate level of funding by the City of
Petersburg to the regional Transit system and at that time the City management can
update the model.
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GENERAL FUND REVENUES: GOALS AND STRATEGIES
Real Property Tax:
Goal: Reduce Real Estate Tax Rate to Statewide Average9 for Cities by 2030. This will require a
2.6-cent reduction every year for the next 12 years.10 Based on the City’s current valuation, this
reduction would require the City to either increase revenues by $423,834 or decrease
expenditures by the same amount. It is our recommendation however, that this goal start to be
achieved after the fund balance policy is achieved.
Strategy 1: Assess Appropriately. Ensure Tax Base is Assessed According to
Commonwealth Code and that no opportunities for assessments are missed. This
includes a tax credit program review (annually) and a review of building permit data to
capture changes to properties. According to PB Mares’ Forensic Audit report on p. 3011,
the City has not conducted a city-wide reassessment since 2009 and this presents both a
risk and an opportunity. The City Council and City management team should work with
the City Assessor’s Office to understand the path forward and incorporate into future
budget developments and forecasting.
Strategy 2: Improve collections to the statewide average by annually updating the
properties eligible for tax sale and daily working the delinquent account files. Every 1
percent increase in the collection rate for real and personal property taxes will generate
an additional about $300,000. (See more information on the transition to the City
Collector in Appendix B.)

9

https://www.tax.virginia.gov/sites/default/files/inlinefiles/Local%20Tax%20Rates%20TY%202014_March%2024th%202016.pdf
10
The City’s current tax rate is $1.35 / $100. The statewide average for cities from Tax Year
2014 (base year used for this analysis) is $1.028 / $100. The City will need to reduce its tax rate
by 32.2 cents over the next 12 years to reach this level. The current revenue generated by one
cent on the tax rate is $163,013.
11
“…They do not appear to consider changes in market values associated with existing,
unchanged properties. The most recent citywide assessment was performed approximately
eight (8) years ago, around 2009. According to the U.S. National Bureau of Economic Research,
the “Great Recession” ended in June of 2009, which implies that values on City properties may
have materially and positively changed since the City’s 2009 assessment. According to
Management’s Discussion and Analysis (MD&A) of the City’s 2016 Comprehensive Annual
Financial Report (CAFR), real estate taxes accounted for approximately one third (1/3) of the
City’s Governmental Activities revenues, which compounds the impact over time that these
valuation fluctuations might have had on the City’s operations, including budgeting.”
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Strategy 3: Sell City-owned Properties to return properties to the Tax Rolls. The City
currently owns 332 properties12 that are not on the tax rolls and the City is required to
maintain these properties at a certain level of expense (includes mowing, structure
maintenance, etc.).
Strategy 4: Market under-utilized parcels in the City to improve the value of property.
The City needs to be aggressive in its economic development efforts and actively market
and pursue the development of under-utilized, but potentially valuable, parcels. The
Economic Development Authority is a good partner for this strategy and the relationship
should continue to be fostered.

12

On page 49 of the FY 2016 CAFR, the value of the property held for resale is $5.1 million.
These are NOT capital assets like bridges and roads but properties that the City holds that can
be sold.
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GENERAL FUND EXPENDITURES: GOALS AND STRATEGIES
Salary and Benefits
Goal: Ensure salaries and benefits remain competitive regionally and statewide at all levels of
government and qualified employees are recruited and retained.
Strategy 1: Every three to five years engage in a salary study/survey. If a cost of living
adjustment is required, include the cost in the annual operating budget.
Strategy 2: Develop and implement a merit-based system that rewards excellent
performance and holds employees accountable. Set aside funds in the budget every
year to ensure that merit increases can be awarded.
Strategy 3: Review compression issues at all levels of government to retain qualified and
talented employees and ensure that funds are set aside every year to incorporate
remediation.
Strategy 4: Ensure that Other Post-Employment Benefits, also known as OPEB, (e.g.
health insurance for retirees) are appropriately accounted for and that future costs
(particularly any future increases) can be paid for in the annual budget. The FY 2018
CAFR will require the City to report the full liability and obligations (current and future
costs) and not just the current premiums paid.
Strategy 5: Review how benefits are provided. Should the City contract with a benefits
contractor (outsourced) in order to ensure it is receiving the best benefits at the lowest
cost? Questions that the City may need support for include: is a high-deductible plan
something that the City should offer its employees? Should the City provide an incentive
for those employees who are not on the City’s health plan to encourage them to join a
spouse’s plan? Additionally, is self-insurance (rather than a full-funded plan that the City
currently has) the path forward to save money? The savings could then go back to
support other high priorities for employees.13

Fleet Management
Goal: Develop a financing plan to replace emergency and non-emergency vehicles to
maximize efficiency and provide quality service delivery.
Strategy 1: Conduct an annual sale of surplus vehicles. In 2017 roughly 60 vehicles were
sold at auction. All of these vehicles had been sitting for multiple years without any
movement or action.
13

The self-insurance option cannot be pursued until the City has cash reserves.
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Strategy 2: Develop a replacement cycle to maximize efficiency of vehicles. Currently the
City does not have a policy for when vehicles are replaced nor does the City use an
Internal Services Fund to manage the purchase and replacement of the City’s fleet.
Creating this will help support this effort through the operating budgets of those
departments who rely so heavily on fleet to do their business (e.g. Police, Fire, DPW,
Utility, etc.).
Strategy 3: Determine whether cash versus bonding or capital leases will be necessary
to update the City’s fleet. It should be noted, however, that capital leases will not be
feasible, given that they are subject to appropriation, until the City’s bond rating has
improved. While 16 vehicles were purchased for Police patrol, this is not an effort that
solves their needs; it only puts a dent into their ongoing needs.
Strategy 4: Develop, implement and enforce a policy for vehicle usage. This should
include a policy for tracking the assignment of vehicles to positions and departments;
idling and leaving the City vehicle running without an employee in the vehicle; the use of
fuel from the City’s yards; and, the use of seatbelts and cell phones while driving.
Strategy 5: Continued analysis to determine the necessary size of the fleet and make
efforts to continue to reduce its size.
Strategy 6: Fuel. Better management and oversight of fuel acquisition and use, and
determine if the City is appropriately accounting for both.

School Investment
Goal: Invest in the Petersburg City Public Schools and look for opportunities for consolidation
of resources.
Strategy 1: Consider co-locating City Hall and PCPS administration building in one central
facility.
Strategy 2: Consider consolidating back-office functions including HR, FinanceAccounting, Risk Management, Fleet Services, Grounds and Procurement.
Strategy 3: Pursue Public-Private Partnerships (P3) to get all of the facility needs of the
City and Schools funded over the next 10-15 years.
Strategy 4: Future reduced debt service costs due to the 2017 refunding should be used
to offset increased payment to schools.
Strategy 5: Consider consolidating City and PCPS health care into one pool.
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Debt Service
Goal: Improve General Obligation rating to investment grade in order to have greater access
to the capital markets to fund the City and PCPS capital needs.
Strategy 1: Achieve and maintain a positive fund balance.
Strategy 2: Budget performance needs to be positive throughout the year and end with
a surplus every year.
Strategy 3: Adhere to the City’s adopted financial policies.
Strategy 4: Implement strong financial internal policies and practices to ensure that
good financial management flows through all departments and hold all accountable for
achieving compliance.
Strategy 5: Ensure consistent and strong management that includes building a
relationship with regional partners, Virginia Resources Authority (VRA), the rating
agency Standard & Poor’s and the City’s financial advisor.

Fund Balance
Goal: Improve the Funds Balance to the Adopted Policy level of 10 percent of General Fund
expenditures and School Fund (net of City’s local transfer).
Strategy 1: A liquidity event is needed in order to reduce crisis management, take
advantage of rebates that vendors may offer for payment on time or early, and allow
the ability to enhance the use of matching grants to leverage local funds. The City has
the assets to make this happen. This can be done through the sale of property owned by
the City, the sale of excess water capacity or the sale of the City’s water/wastewater
infrastructure.
Strategy 2: Manage the annual operating budget to ensure that significant surpluses are
generated.

Risk Reduction
Goal: Implement and monitor claims to reduce costs to the City.
Strategy 1: Use the City’s contractor, BB&T, to develop and implement a plan for risk
reduction for workers’ compensation, auto liability and general liability.
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Strategy 2: Ensure that a culture of safety is promoted.
Goal: Implement observations and findings from CAFR, Internal Audit reporting and the
Forensic Auditor report.
Strategy 1: Re-bid the City’s contract with an external auditor every three to five years.
This should begin with the FY 2018 CAFR; therefore, an RFP should be released in fall
2017.
Strategy 2: No less than quarterly reporting to the City Council on improvements to the
City’s numerous findings of its finances and business practices.
Goal: Improve working conditions for employees.
Strategy 1: Pursue a new operations center at the site that will be vacated by Dominion
Virginia Power in 2019.
Strategy 2: Monitor for sick-building syndrome and decreased production due to
absenteeism.
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SPECIAL REVENUE FUNDS: GOALS AND STRATEGIES
Special Revenue Funds are typically grant funds and are used when there is a specific funding
source that is required to fund an explicit activity (e.g. CDBG, Urban Allocation, Four for Life,
etc.). Funds should be appropriated only when there are guaranteed revenues and the
City/Finance Department has received a grant award letter. No forecast was provided in terms
of the future revenues and expenditures for this category because they are entirely dependent
on the grant award and grant management of the programs supported by the grants. However,
the Stormwater Fund is considered by the City’s accounting rules to be a Special Revenue Fund
and an analysis is in the section below.
Goal: Adhere to the adopted Grants Processing policy that can be found on p. 155 of the
Adopted Budget.
Strategy 1: City management needs to be disciplined to ensure that grants (both the
application process and the approval process) are appropriately processed through the
Finance Department.
Strategy 2: If there is a matching requirement for the grant, the City needs to determine
how it will be funded prior to accepting the grant and appropriating it by the City
Council. This is an area that historically was not managed properly and helped to create
the financial challenges of the City as grants were approved without the appropriate
General Fund funds being identified as the required match.
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STORMWATER FUND FORECAST
The Stormwater Fund is considered a Special Revenue Fund and not an Enterprise Fund for the
City’s accounting purposes. The Stormwater Fund is funded through stormwater fees that are
paid monthly on utility bills. During the unraveling of the City’s books and the challenges it
faced, it was discovered that a portion ($1.8 million) of stormwater bonds that were issued
were used to pay for non-Stormwater Fund-related expenses. As the FY 2018 budget was
produced, RBG added a $100,000 contribution from the General Fund to the Stormwater Fund
to begin to remedy this issue. Since the adoption of the budget, the RBG helped to structure
the refunding of the 2017 refunding bonds so that the Debt Service was paid from General Fund
resources and not the Stormwater Fund. Thus, eliminating the issue and the need for the
$100,000 transfer from the General Fund and eliminating a CAFR finding. This $100,000 can
now be used to support the improvement of the General Fund Balance.
The Stormwater Fund Forecast below shows a surplus in each of the out years primarily due to
the reduction of Debt Service costs. This surplus is not available for the General Fund, or nonstormwater purposes, and should be used to support capital projects consistent with the City’s
stormwater management plan that is reported to the Commonwealth. At this point, there is no
other funding available to support these projects. City management will need to evaluate this
fund to determine if additional funding may be needed to meet the requirements of the
stormwater management plan, or if the ‘surplus’ funds are sufficient.

Key Assumptions:
1. Revenues were kept flat during the forecast period. As Utility Billing collections are
improved, the revenues collected for stormwater will also improve as they are on the
same bill. This is an area that will need to be reviewed for future forecasts.
2. Personnel and Non-Personnel costs are anticipated to grow 3 percent annually to be
consistent with the General Fund. However, actual expenditures should be reviewed.
3. Debt Service represents actual debt service for the Stormwater Fund and will remain at
these levels until/unless additional bonds are issued. The reduction in Debt Service from
FY 2018 Adopted Budget to Adjusted Budget is to reflect the 2017 Refunding Bonds that
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redirected the debt service costs for the $1.8M that was used for general operating
from Stormwater Fund to the General Fund. This action, spearheaded by RBG, will
eliminate one of the FY 2016 CAFR findings.
4. The Surplus in this fund should be used for capital projects related to stormwater. The
City should pursue an indirect cost allocation for this Fund, like Water/Wastewater
Utility and Mass Transit, in future years.

STORMWATER FUND: GOALS AND STRATEGIES
Goal: Ensure that the Stormwater Utility adheres to the City’s stormwater management plan
and any rules and regulations from the Commonwealth’s Department of Environmental
Quality (DEQ).
Strategy 1: City management should meet with DEQ and ensure that requirements are
understood and are being addressed.
Strategy 2: Future budgets should ensure that appropriate funding is available for the
needs of the utility.
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MASS TRANSIT FUND: GOALS AND STRATEGIES
The Mass Transit Fund is the primary fund used to operate the Petersburg Area Transit (PAT)
system. The City serves as the fiduciary for the funds that funnel to the City from the Federal
and Commonwealth governments and therefore proper accounting is required, or the
consequences are high for losing required funding to operate the system.
The net contribution in FY 2018 from the General Fund to support PAT’s operations is $54,000.
This is due to the indirect cost allocation that is built into the budget that is a transfer from PAT
back to the City’s General Fund (i.e. $300,000 is transferred to the system to support its
operations but $246,000 is transferred back to the General Fund to offset the costs of
overhead). There has been much confusion about what is the required “Local Funding” to the
PAT. Local Funding is any funding that is not a Federal or Commonwealth source so it can
include fare-box revenue, contributions from other regional cities, etc.
The primary reason there is not a forecast for the Transit Fund is that the actual amount that is
due from the City of Petersburg’s General Fund to support PAT’s operations continues to be
unknown. However, the Commonwealth has hired an independent accounting firm SCandH to
assist with policies and procedures for Transit. One of their deliverables is to determine the
appropriate level of funding by the City of Petersburg to the regional Transit system. At that
point, the City management should update the budget and forecast for Transit to be consistent
with the outcomes of SCandH’s analysis.
Goal: Ensure that the level of funding for PAT is understood and consistent with the
Commonwealth’s Department of Rail and Public Transportation (DRPT).
Strategy 1: City management should work with the accountants hired by the
Commonwealth, SCandH, to understand the level of funding required along with all of
the various funding elements to PAT and what the Commonwealth’s requirements are
for the system.
Strategy 2: Develop a budget that separates out the various services, routes, etc.
provided by PAT to ensure that the City is not responsible for funding any routes or
services that do not benefit City residents and businesses.
Strategy 3: Consider making PAT a regional authority and not solely under the City of
Petersburg. This would eliminate the accounting challenges, possible inappropriate comingling of funds and allow it to better serve the entire region.
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GOLF COURSE FUND FORECAST
Over the last 10 years, Dogwood Trace Municipal Golf Course has established itself as one of
the premier golf facilities in Central Virginia. It has been voted as one of the Top 100 places to
play in the Mid-Atlantic by Washington Golf Monthly, as well as the 7th highest-rated golf
course in Virginia by Golf Advisor. Those who have visited the course have consistently viewed
it as a quality facility that provides a great customer experience. All of this has been
accomplished despite the facility being new and immature, the golf industry as a whole
downsizing, the perception the facility was going to be sold or closed and the City’s fiscal
challenges that prevented vendors from being paid and equipment to be repossessed.
The RBG reviewed annual budgets and cash flows for the golf course and determined that at no
point was its operating budget capable of the cost of the Debt Service at the current usage and
fee structure due to it maturing as a facility and regional attraction. There are several main
reasons for this: 1) When the golf course opened in 2008, it was largely incomplete with the
turf lacking maturity causing large portions of the course to be weak and thin, an incomplete
cart path system, a temporary clubhouse and no alcohol served on its premises. While these
have been resolved, early attempts to attract higher volumes of rounds to the facility fell short.
2) The maintenance operation for the first nine years was outsourced to a private company
with the dollar value of the contract being too high with no relief in adverse weather conditions
or weak revenue years. This restricted management’s ability to financially manage the business
to better match expenses to revenues. This, too, was resolved in the summer of 2015 when
maintenance operations were brought in house and managed to the revenues generated by the
business. 3) The fiscal distress the City as well as media reports about the golf course’s
equipment being repossessed—all of which created a skepticism about the City’s commitment
to the golf course and created doubt about to the future of the facility. As a result, discussions
that the facility may be sold greatly affected membership sales in 2016, and the course has had
to lower rates considerably in 2017 to attract wary customers to the facility and reestablish
relationships.
The facility, however, is poised for growth. The General Manager of the facility has reported a
three-pronged approach to increasing revenues that has the potential to fund all or a portion of
the debt service.
Scenario 1: Maximize the revenues from local golfers by providing an excellent golf
experience attract them back to the course. The analysis below assumes a 10 percent
annual growth of greens and cart fees, but no increases in the café and pro shop retail.
The greens fee level is $30.
Scenario 2: Increase annual pass holders/memberships. This area saw a loss of 60
members in 2016 due to the uncertainty surrounding the course’s future and a
perceived lack of commitment by the City to keep the course open. Outreach to these
former members has begun to re-establish the relationship. The analysis below assumes
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a restoration and retention of the 60 members, and an increase of 5 members per year.
The analysis used the $1,100 weekend fee.
Scenario 3: Lure customers from facilities that are shuttering in the region (at least two
are closing in Williamsburg) and attract those players who are travelling the 95/85
corridors. This effort requires marketing and utilizing online partners to reach a greater
audience. This analysis included a 10 percent growth in rounds and cart fees with a $30
greens fee.
In order to grow revenues and relieve the support of the General Fund, the City Council and
City management will have to change how the facility operates as a “department” within the
government. This includes separating the golf course from the City financially so that invoices
are paid timely, and relationships can be re-established to ensure future growth potential. By
doing this, the golf course will be required to generate enough net profit to manage its own
cash flows. Historically there are 3-5 months when the golf course cash flow requires the
support of the General Fund. City leadership should market and use the facility to promote
economic development and job growth in the City and region. The opportunities and use of this
facility in the City of Petersburg should continue to be promoted as an optional activity for the
youth of the City and region.

Key Assumptions:
1. Personnel Cost. Consistent with the General Fund, personnel costs are projected to
grow 3 percent.
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2. Non-Personnel Cost. In this forecast, the golf course will work to keep future operating
costs at 2 percent or below.
3. Net Income—Modest/Reactive Growth. In this first net income, it shows that the golf
course is projected to cover its costs with just 3 percent growth in revenues. This does
not incorporate any of the growth scenarios that the course plans to pursue.
4. Net Income—Full/Proactive Growth. The three scenarios discussed earlier are shown in
this forecast to show how the City can fully recover its costs over five years. This will
take support and active outreach to get to this position and realize the revenues.
Furthermore, additional costs may come with increased activity due to the wear and
tear on the facility and equipment. Those were not directly assumed in this forecast.
a. Scenario 1—A compounded 10 percent growth of local residents playing at the
$30 green fee and $16 cart fee per round.
b. Scenario 2a—60 members were lost over the last year given the uncertainty of
the course. This analysis assumes full restoration and retention of these
members at $1,100 weekend fee (if full member the revenues increase) and
$780 cart fee (assumes rental of cart once per week for 52 weeks).
c. Scenario 2b—Assumes the addition of five new members attracted and retained
each year (compounded number annually). This analysis assumes full restoration
and retention of these members at $1,100 weekend fee (if full member the
revenues increase) and $780 cart fee (assumes rental of cart once per week for
52 weeks).
d. Scenario 3—A compounded 10 percent growth of out-of-town play at $30 green
fee and $16 cart fee per round.

5. Debt Service Funded by the General Fund. In 2009 the City Council approved the
issuance of $4.0 million to fund the building of the new clubhouse for the golf course,
additional funding totaling nearly $1.0 million, has been issued for other smaller
improvements like cart paths and equipment. This investment has to be protected given
this funding and commitment from a prior City Council. The remaining principal
outstanding for the golf course totals $4,132,823. In 2017 a portion of the bonds issued
to support the golf course were refunded to reduce the annual cost and reduce the
General Fund support of the Golf Fund. The FY 2018 debt service costs to support the
golf course are $297,430. The debt service costs for the golf course over the next five
years, for existing debt only, is incorporated into the analysis.
6. General Fund Support Needed. By year five of the forecast, the golf course, assuming
full realization of the revenue opportunities identified, will be able to fully pay back debt
service and generate a surplus for the Fund. This can only be realized if the golf course is
able to change its image, show its commitment, be self-supported outside of the City’s
cash and financial issues, and invest where appropriate.
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GOLF COURSE FUND: GOALS AND STRATEGIES
Goal: Ensure that the golf course fees cover the cost of the service and are kept competitive
with the region so not to reduce usage.
Strategy 1: Annually review the fees for the golf course and seek approval by the City
Council during the annual budget process.
Strategy 2: Pursue ways to increase revenues by ensuring that all who play the course
pay and improve opportunities for increased revenues (e.g. memberships,
advertising/marketing, tournaments, etc.).
Strategy 3: Determine if/when the fund can support an indirect cost allocation to help
support the General Fund. In the forecast above, it could happen as soon as years five or
six.
Strategy 4: Ensure that the café and retail sales are not supported by the general
operations of the golf course but by the actual revenues generated from these activities.
Strategy 5: Do not cover credit card fees but pass along to customers.
Goal: Create a large enough surplus in the Golf Course Fund so that General Fund cash is not
subsidizing the operations in any one month.
Strategy 1: Separate, outside of the City’s main concentration account, the funds for the
Golf Course so it is a closed fund.
Strategy 2: Create an incentive that whatever surplus may be generated in any year go
back to fund 1) the golf course debt service and 2) any golf course-related
improvements.
Strategy 3: By allowing the golf course to be its own separate operations, there is
greater opportunity for pro shop sales. Now, and during the crisis, they are limited by
the City’s ability to pay the vendor when the invoice is issued. Several vendors refused
to do business with the City’s golf course due to this.
Goal: Have a City Council and community goal to promote the success of the golf course, as it
is a new facility that was developed and financed from the General Fund.
Strategy 1: The future success of the financial forecast above will be determined by a
positive experience at the golf course, management’s support of its success and City
leadership eliminating the threat of its closure.
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Strategy 2: Ensure that the community knows that it is a facility and resource that is
available for all to use. The café is open to the public, the conference room is available
to the public and the golf course is open to all.
Goal: Continue to explore the feasibility of entering into a public-private partnership, or other
mechanism, to eliminate the City from having financial and management oversight of the
facility.
Strategy 1: The current market for the sale of the golf course would not generate
enough money to cover the debt service costs for the facility. However, the City
management should pursue creative public-private partnership options to eliminate the
golf course from the books of the City, minimize the golf course’s connection to ongoing
fiscal issues with the City and allow greater opportunities for a successful course.
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UTILITY (Water / Wastewater) FUND FORECAST
The Utility Fund for Water and Wastewater has undergone significant analysis over the past 11
months given the considerable amount of neglect for both the assets and the finances for many
years. While under interim management from the RBG, the City received a letter from the VRA
indicating a violation of the bond requirements had occurred for the City’s outstanding utility
bonds. This occurred because the required coverage and anticipated rate increase for FY 2017
was not approved. This action should have occurred in the summer of 2016. (A copy of the
letter can be found in Appendix G.)
In summer 2016, the rate increase that was referenced in the VRA letter was postponed due to
the challenges with the City’s metering and billing system of the City. However, upon receiving
this notification in the spring 2017, the RBG pressed the City Council to adopt two consecutive
rate increases for FY 2017 and FY 2018 and developed a formal rate study, which was
completed in August 2017. A City Council resolution requires the Utility Fund have a collection
rate of at least 90 percent by January 2018 or the rate increase approved for FY 2018 is
rescinded. This policy decision by the City Council will not only create budgetary and fiscal
pressure for the Utility Fund, it will also be a concern for VRA that issues the Utility Bonds on
behalf of the City. Thus, a rescission of the rate increase may result in an inability to meet VRArequired coverage rations and create a technical default on outstanding bonds.
The rate study, required by VRA, helps to establish a path forward for the Utility Fund and
determine the rate increases necessary to support the capital needs and debt service coverage
required. The official budgetary pro-forma is found below. For this study, the FY 2018 figures
are year 1 of the five years. (The full rate study can be found in Appendix H.)
At this point, a 15-percent rating increase is needed in each year of the out years to meet
coverage needs and fund the enterprise’s capital plan. However, the plan only increases
collections to 80 percent by FY 202014. In the event that the City can increase collections and
bill accurately, the rate increase should be reduced accordingly. This analysis needs to be
reviewed at least annually to determine the appropriate level of funding.
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As of this writing, Utility collections have improved from approximately 70 percent in FY 17 to
86 percent for the most recent four-month period.
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Water/Wastewater Utility Enterprise Fund Forecast/Pro Forma:

Source: Operating data - City of Petersburg; City CIP data - Timmons Group.

Assumptions:
(1) FY 2017 sales of water/sewer =70 percent of CH2M calculated total revenue for FY 2017. Figures for FY 2018 and thereafter
do not assume any changes in volume due to conservation from rate increase. No change in customers is assumed.
(2) FY 2018 sales of water/sewer = 70 percent of CH2M calculated total revenue for FY 2018. Collection factor escalates 5
percent/year to 80 percent in FY2020. No change in customers/volumes is assumed.

(3) Assumes that one-time Connection Fees in FY 2018 and thereafter are not applied to recurring operating budget
expenditures.
(4) Assumes preliminary budget for FY 2018 and includes $878,091 in FY 2018 to cover unanticipated annual maintenance.
Annual inflationary factor of 2.5 percent for all line items except Repair Contingency.
(5) $735,000 annual PILOT based on calculation of indirect General Fund costs allocable to the Utility; phased in over four years.
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(6) Based on actual debt service payments.
(7) Debt service for City infrastructure capital only and based on capital needs as provided by Timmons Group. Debt service
assumes 25 years at 5 percent and 1.50 coverage.

(8) Assumes City share of $3.9 million financed by ARWA (20 years @ 3.5 percent). Debt Service beginning in FY 2021.

(9) Assumes City share of $44 million financed by SCWWA (20 years @ 3.5 percent). Debt Service beginning in FY 2022.

UTILITY (Water / Wastewater) FUND: GOALS AND STRATEGIES
Goal: Adhere to the pro forma for the water/wastewater utility.
Strategy 1: Increase collections to reduce anticipated rate increases needed to maintain
coverage ratio.
Strategy 2: Adopt needed rate increases but re-evaluate annually to ensure appropriate
level is approved.
Strategy 3: Invest in the assets at the required level, and access as many grant and lowto-no interest loans through the Commonwealth as possible.
Goal: Develop a funding strategy for the necessary upgrades to the system.
Strategy 1: Privatize the City’s water and wastewater utility to eliminate the risk to the
City and put it under professional management.
Strategy 2: If not privatization, work to improve the finances of the Utility Fund so that
the City can easily access bonds/loans to upgrade the system and reduce risk.
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Strategy 3: Engage a seasoned financial manager to assist with the myriad of reporting
and analytical needs to support the operations of the system. This includes managing
capital projects, providing reports to DEQ and VRA, analyzing the system as a whole
(how is billing/collections working), identifying opportunities for efficiencies, etc.
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BLANDFORD CEMETERY PERPETUAL CARE FUND: GOALS AND
STRATEGIES
The City Council has questioned whether there were funds used from the Blandford Cemetery
Perpetual Care Fund (BCPCF) for non-cemetery maintenance and upkeep, as provided by the
laws that govern this Fund.15 Only the interest that is generated from the investment of these
funds can be used and not the funds that are deposited for investment. The City Treasurer’s
Office reported on September 23, 2017, that there is a total of $1,384,043 in the BCPCF and it is
invested over two accounts: BB&T at $1,094,704 and LGIP at $289,339.
The RBG analyzed the transactions that were made out of this fund and reported it to the City
Council on January 17, 2017. Additionally, the RBG incorporated a deeper analysis of the BCPCF
into the scope of work conducted by the contracted Forensic Accounting Firm, PB Mares.
According to an excerpt on pages 25-26 of PB Mares’ report,
“We identified and further examined seven (7) wire transfers between September 12,
2013 and February 11, 2016 from the BPCF accounts to the City’s General Fund
operating bank account, totaling $1,995,696. The Wire Request Form for each of these
transfers included dates, amounts, and descriptions and each appeared properly
approved by the authorized and appropriate City personnel, including the Director of
Finance during the relevant time(s).
The description listed on the Wire Request Form for each transfer was “loan.” It
appeared that four (4) of the seven (7) “loans” from the BPCF accounts to the City’s
General Fund were fully repaid within a reasonable time; however, the other three (3)
“loans” were not fully repaid. The total amount of the BPCF “loans” repaid was
$1,470,696, leaving $525,000 still outstanding as of May 31, 2017. Under the restrictions
associated with the BPCF, those funds should only be used for the stated trust
purpose(s) and no other reason; therefore, in our opinion, these loans violate the
permissible uses of BPCF funds. Because of the large amount of activity within the City’s
General Fund, we could not specifically tie funds transferred from the BPCF to the City’s
General Fund with specific uses.”
The PB Mares analysis is consistent with the figures that the RBG received and analyzed from
the City Treasurer’s Office. There are three additional observations related to this fund that
15

City Code, Chapter 30, Article II
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should be incorporated into the future management of the fund: 1) During the time that the
“loans” were provided to the General Fund, no annual transfers were made from the Perpetual
Care Fund to the General Fund to offset the cost of maintenance. 2) The City did not go through
the proper protocols to appropriate funds from the Perpetual Care Fund, as required, to be
used by the General Fund. 3) The Perpetual Care Fund may not be actively invested and no
actuarial report has been conducted to determine the best way to ensure that the funds are
both able to be perpetual and also provide the necessary improvements to the Cemetery. 4)
Prior to the RBG creating a spreadsheet documenting the interest earnings derived from the
Fund, the Treasurer’s Office was unable to determine the interest received off the account. The
Treasurer’s Office must continue to provide a document to the Finance Department detailing
the annual interest received from the investment. This will ensure that the annual
appropriation from the Fund can be consistent with the law that governs the use of the funds,
or this function should go to a separate Board that has oversight for the Fund and the cemetery
operations.
Goal: Settle the outstanding “loan” due to the Perpetual Care Fund.
Strategy 1: Develop a repayment schedule to be phased in over time.
Strategy 2: Work to determine if all or a portion can be written off, so as not to further
burden the City’s recovering General Fund.
Strategy 3: The plan for repayment of this should be devised in conjunction with the
next goal of having a formal actuarial analysis of the Fund and to develop the right path
forward for sustainability.
Goal: Ensure that the Perpetual Care Fund is sustainable and can be used to offset the cost of
maintenance on the Cemetery.
Strategy 1: Ensure that the funds are being invested appropriately and managed
effectively.
Strategy 2: Consider issuing an RFP for the management of these investment funds to
include an actuarial analysis to ensure that the Fund is sustainable.
Goal: Reengage the Board of Sinking Fund, or an equivalent Board, as allowed by the City
Code to oversee the investment of the Perpetual Care Fund and determine the level of support
from the Fund annually to support the maintenance of the cemetery.
Strategy 1: The City Council should appoint the members of the Board and the Board
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should develop a charter and report to the City Council no less than annually.
Strategy 2: As required by Section 30-33 of the City Code, the “city manager shall
prepare rules and regulations governing the operation of the cemetery…” These rules
and regulations should be updated, submitted to the Board for approval, and then to
the City Council for approval.
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CONCLUSION
The City Council hired the Robert Bobb Group in October 2016 at a time when the City’s ability
to repay the prior year’s cash-flow note was questionable. The Commonwealth had conducted
a financial review and determined +/- $18 million in outstanding payables were due, the
Secretary of Finance for the Commonwealth attended and presented his concerns at a City
Council meeting (an unprecedented move), a number of trained employees with institutional
knowledge had left due to the enactment of a 10-percent salary reduction, morale was low, the
ability to make payroll was in question and a lawsuit threatening to take the City into
receivership was underway. The hiring of the RBG team was, in fact, the last step before the
more draconian measures of receivership were to be enacted.
The RBG team was charged with stopping the fiscal bleeding, restoring trust and setting a path
forward. These objectives drove the RBG’s actions. The RBG team consisted of a contracted fulltime City Manager and Deputy City Manager/Director of Finance, as well as a team of other
consultants that was used across various issue areas. The issues were vast and the challenges
were demanding, but stabilizing the City was always the first and foremost goal of the team.
In the eight months of the RBG’s day-to-day management and the last three months of advisory
consulting work, there have been numerous successes. The S&P moved the City from a
“negative outlook” to a “stable outlook,” a critical development. The City restored its lost
Commonwealth funding to support Social Services ($625,000), and the Commonwealth gave
the City $420,000 to offset the cost of financially rebuilding the City. Additionally, the City
refinanced outstanding bonds to generate significant debt service savings (over $2.0 million in
FY 2018). It repaid all moneys owed to authorities by the end of June 30, 2017, and it reduced
payables from about $18 million to around $4 million. The City also eliminated penalties from
the Riverside Regional Jail Authority.
Moreover, the City hired key department heads, including the CFO, Police Chief, Fire Chief and
the Transit General Manager, and it purchased needed fire and police emergency vehicles.
Ultimately, all these activities contributed to the slow but steady rebuilding of Petersburg’s
image and reputation within the region and the Commonwealth.
These successes are to be lauded, but they are not the last word. The City is facing challenges in
the coming months and years. Not only does the City Council and City management team need
to set an ethical tone as recommended by the Forensic Audit, but it also must also transform its
organizational culture that hasn’t been sufficiently accountable in the past. In addition, the City
must change its community’s culture, which has not experienced the consequences of not
paying its bills to the City in a timely fashion. All of these ingrained attitudes are going to need
to change in order for the City of Petersburg to fully recover and succeed.
The RBG wants the City of Petersburg to succeed, regain its footing in the region and become
an economic engine for the community. We know it is possible, and the work has just begun.
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APPENDICES
A) Standard & Poor’s Credit Rating Report
B) City Collector Transition Plan
C) 38-Point Plan for Remedying the Utility System
D) Severn Trent Report
E) CAFR Audit Findings
F) Forensic Audit Report and Findings
G) Letter from VRA about non-compliance
H) Utility System Rate Study
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