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Agenda

• Background & Reminder
• RBG Plan to Attack Immediate Fiscal Crisis

– Our Plan to Make Payroll
– Our Plan for Short Term Liquidity
– Our Plan for Long Term Fiscal Stability

• Urgent Action Needed from Council
– Resolution 1: Utilize $1.3M capitalized interest & Defer $6.6M in VRA Project Funds

Step 1: This enables Payroll for November 18 & Dec 2 – our immediate Priority
Step 2: This allows a court order receiver for SCWA to be dismissed
Step 3: This defers project funds to support long term fiscal stability

– Resolution 2: Approve the $6.5M RAN to provide short term fund relief 
Step 1: This enables the City to pay back the SCWA $1.3M by December 15th

Step 2: This pays for the remainder of 2016 Payroll and critical services for FY2017 

• Key Problems & RBG Action Steps
– Using General Funds Wrong
– Losing out on State Reimbursement

• Transparency
– Proposed list of deferred projects to save $6.6M
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Background & Reminder

Source: Background/Summary of Davenport’s 2012 Financial Review & Preliminary Plan(s) of Finance, 
Presentation to the City of Petersburg, VA City Council, August 3, 2016

The City began its deficit in 
2009 and continued it to the 

current fiscal year
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Background & Reminder

*Data provided by Davenport & Co to RBG on November 2, 2016 4

This shows the use of the 
$6.5M Revenue Anticipation 

Note (RAN) to address the 
immediate cash flow issues



Short Term Before Long Term
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Short Term Fiscal Stability – Sequence of Activities

SCWA Lawsuit 
Dismissal

Immediately 
Utilize $1.3M VRA 

capitalized 
interest

Defer $6.6M in 
current project 

funds

Obtain $6.5M 
RAN to pay SCWA 

by 12/15 & 
critical services

Set Up Platform 
for Long Term 
Fiscal Stability

The City’s key partners enabled a successful resolution to 
the City’s most significant lawsuit.  This lawsuit dismissal 
paves the way for immediate funds access to make  payroll 
and obtain the $6.5M Revenue Anticipation Note (RAN).

With Council’s resolution approval on 11/15/16, the City can 
now use $1.3M in VRA capitalized interest to make Payroll 
on November 18th and December 2nd. Making Payroll is our 
immediate and top priority. 

With Council’s resolution approval on 11/15/16, the City can 
defer $6.6M in project funds to pay for critical projects and 
services. By working with VRA and Council’s resolution, the 
City can make Payroll on November 18th and December 2nd. 

The $6.5M RAN will pay back the SCWA $1.3M by December 
15th, ensure Payroll for the remainder of 2016, and ensure 
payment for critical projects and services currently 
underway in FY17.

Establish a sustainable, and long 
term financial operating platform 
that has financial controls to 
ensure compliance and proactive 
planning.
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RBG Plan to Make Payroll

SCWA Lawsuit Dismissal Clears Path for Funds

 The SCWA Lawsuit was the primary obstacle to the City receiving short term 
financing of $6.5M.  This was the City’s most significant litigation case. 

 This dismissal enables the City to immediately utilize $1.3M in capitalized 
interest accruing from unused Virginia Resource Authority (VRA) funds.

 This enables Payroll for November 18 & Dec 2 – our immediate Priority.

 As of 11/18/16, after we have made our November debt payment, payment to 
key vendors, $427,500 to Schools, and Payroll, we will have $78,000
remaining – assuming no other revenues are received by the city.

 Our Key Partners helped make this happen: Governor’s Office, VA Secretary of 
Finance, Deputy Chief of Staff, Deputy General Counsel, VRA Executive Director, 
Davenport & Company, Sands Anderson PC, SCWA Chairman
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Take Immediate Action to Address Payroll Crisis



RBG Plan for Short Term Liquidity

Short Term Liquidity Plan

 By achieving the SCWA lawsuit dismissal, the City can proceed with obtaining 
the $6.5M Revenue Anticipation Note (RAN)

 $1.3M of the RAN will go toward paying the SCWA by December 15, 2016

 Then we ensure Payroll for remainder 2016

 Pay for critical services such as:
 Emergency communication system

 Critical maintenance and utility bills

 VRA payments for line of duty pay

 Federal and State funded services that have not been paid for

 Expenditures that have already been executed for current FY17

 Note: In January 2017, we will conduct a budget to actuals analysis on the 
current budget to determine if any budget revision should be made
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Utilize the $6.5M RAN to Stabilize Immediate Cash Flow

This is not a Green Light to Spend!



RBG Plan for Long Term Stability

Long Term Financial Stability

 Establish a sustainable, and long term financial operating platform that has 
financial controls to ensure compliance and proactive planning.

 Provide for a long-term financial solution that will potentially repay a 
significant portion, if not all, of the City’s +/-$18M in outstanding payables. 

 Work with our creditors to pay back our invoices.

 In addition to the FY 2017 budget actions, create a cash flow opportunity to 
establish financial reserves.

 Restore the City's credit ratings and respect in the credit markets.  RBG 
presented our plan to Standard & Poor on 11/14/16.

 Developing realistic budgets that incorporates increased debt service 
requirements, needs for cash reserves, while maintaining essential services.
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Create a Sustainable Financial Operating Platform



Debt Repayment Schedule

Source: Discussion Materials, Potential Long-term Financial Solution, Davenport & Co, November 15, 2016
9

This shows the City’s repayment schedule is high initially for current debt.  A key part of the restructuring 
would be to lower debt service payments in the near term.  



Long Term Financial Approach
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Source: Discussion Materials, Potential Long-term Financial Solution, Davenport & Co, November 15, 2016

This approach creates flexibility to build up the 
General Fund balance and city cash reserves.



Capital Projects & Bond Funding

RBG reviewed Virginia Resources Authority (VRA) bonds 
already issued – yet unspent: 

– Approximately $16.1M of bonds were issued over 2013, and 2014, and 
2015 and only $4.8M was spent

– A review of the remaining $11.3M of unspent bond proceeds 
occurred and the following is our recommendation:
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Note: Budget Actuals in January 2017 may require adjustments to current budget.

1. Continuing with the $3.7M worth of already identified projects due 
to community engagement, availability of bond funding, and 
criticality of projects.

2. Redirecting $1.0M to critical need projects to support critical city 
operations and fiscal stability.



RBG Recommendation for $11.3M
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1. RBG recommends redirecting $1.0M from 
unspent proceeds to the following: 

 South Side Depot Restoration
 New Ambulance
 Jeb Stuart School Boiler Replacement
 Technology Assessment for Financial 

Operating Platform

1. $1.0M from 2015 bonds for utility projects
2. $2.7M from 2014 bonds for: 

 Hustings Court Tower Repair
 District Court
 Circuit Court
 Farmer’s Market
 Commonwealth Attorney Building Roof
 Gateway 52
 Funds for Police Move

$1.0M 
redirected 

funding

$3.7M funding 
for projects 

already 
identified Spend $4.7M 

on immediate 
needs 

Defer $6.6M 
for critical 

projects and 
services



RBG Recommends Deferring $6.6M

• The $6.6M deferral of capital project funds is needed 
to pay for critical projects and services.

• RBG recommends: 

– Defer $6.6M of capital projects that include some of the 
following.  

– Sample list of projects includes:
• Various utility upgrades, including upgrades to the Poor Creek 

Main and Lines and Water Tank Upgrades, Museum and Golf 
Course Upgrades, City Hall Replacement, Other City Facility 
Upgrades/Maintenance
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The full list of deferred capital projects is in the Transparency section.



Action Needed from Council

Resolution 1: Request Council to defer $6.6M of projects 
currently assigned to VRA bond funds

 City has not drawn down three series of bonds in 
2013, 2014, 2015

 Request Council to defer $6.6M of projects currently 
assigned to VRA bond funds

 VRA Funds have accumulated $1.3M interest

 Request Council to allocate the accruing interest of 
$1.3M interest to ensure November 18th and 
December 2nd payroll
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Without Council Action on the capitalized interest drawdown from VRA, we 
cannot ensure payroll on November 18th and December 2nd. 

APPROVED BY COUNCIL 11/15/16



Action Needed from Council

Resolution 2: Request the $6.5M RAN to provide short 
term fund relief 

 This enables the City to pay back the SCWA $1.3M 
by December 15th

 This enables remainder of 2016 Payroll and critical 
services for FY2017 

Note: this will be paid back in full by Oct. 2017
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December Payroll will be paid for out of the RAN and real estate tax 
collections.

APPROVED BY COUNCIL 11/15/16



Key Problems & RBG Action Steps

1. City has been under spending freeze for the last two years –
yet we continue to spend

2. The City needs a strong requisition process to control 
spending before it happens.  Today, we control spending 
after it happens (e.g., “checks in the drawer”).

3. Financial controls do not consistently exist: we control 
spending after disbursement  
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RBG ACTION STEP: Top to Bottom Procurement Process Redesign

1. Provide Project Justification & Estimate
2. Lock In Project Funding Source
3. Determine Procurement Path 



Key Problems & RBG Action Steps
• Using the Wrong Project Funding Source to Pay for VRA Projects

– General Funds have been used as a safety net even when Virginia state funds 
are available

– IMPACT: inefficient use of funding sources, no true up of costs, General Fund 
depleted with ad hoc bill paying

• VDOT Funding

– Not properly accounting for Council Action on VDOT funded projects that 
require City match (we have overcommitted)

– IMPACT: City’s General Fund is paying for large ticket projects that are not part 
of the budget or funding plan
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RBG ACTION STEP: Recover State Funds
1. Identify projects which were under reimbursed by State
2. Determine feasibility of recovering state funds
3. Petition state to reimburse funds based on revised costs



RBG Key Actions (1 of 2)

1. Museum Update

 The city negotiated a pilot agreement for the management and operations city 
owned museums to re-open Blandford Church and the Center Hill Museum 
during the 2016 Holiday season.

 Recommendation: Staff recommends that City Council appoint a 7 member 
Board of Directors consisting of representatives from a defined list of local and 
regional organizations.

2. Budget Appropriation

 Council approved an FY17 budget and then made significant changes based 
on the 9/6 PFM report that were not put into the system; Department 
leaders and the general public lack visibility

 Note: RBG does not consider the budget realistic and that certain savings 
will not be realized.  Furthermore, budget cuts are not connected to basic 
city needs, e.g., Dept of Social Services, vehicle maintenance

 RBG Action: Request Council to approved and appropriated amended FY17 
Budget and publish online
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RBG Key Actions (2 of 2)

3. Outsourcing Fiscal Operations

 Stabilize the Finance Department: need a director and team that understand 
business processes

 RBG is actively exploring outsourcing of finance team operations to a 3rd

party.

4. City vs. State Matching Funding

 RBG identified 19 projects, however only 8 were identified in the budget.  
RBG determined which needed city vs. state matching funding.

5. Overhaul purchase process for long term stability 

 Map current finance process flows

 Design target state finance process flows
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Technology for Long Term Stability
The city’s transformation toward financial accountability and 

transparency requires development of a stable operating platform.
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PHASE 1: RAW DATA COLLECTION & FORMATTING
(data collection from multiple sources)

PHASE 2: DATA TRANSFORMATION
(prepare & organize data into usable format)

PHASE 3: ANALYTICS & REPORTING
(real time reporting, budget forecasts, trend analysis)

Raw Data

Our goal is to leave behind a system of checks and balances that will enable city 
leaders to avoid budget and invoices payment issues that led to this crisis.

PRELIMINARY

Analytics 
capability will 
be delivered 

across 3 
Phases.

RBG is designing 
a Target State 

Financial 
Operating 

Platform for 
Petersburg.

This platform will 
support how the City 
implements financial 
controls, policies and 

reporting.  

Multiple funding 
sources (e.g, city 
fund, state funds, 

VRA) will be tracked 
from source level to 

project closing.



Transparency

• Full List of Deferred Projects

• 5 Month Plan

• RBG Plan of Entry

• Issues Identified
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Full List of Deferred Projects
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Source: VRA Bond Proceeds Analysis Status Update on RAN Financing, November 9, 2016

Net amounts 
deferred is $6.6M 

after $900K of 
critical expenses



5 Month Plan

TO BE CONTINUOUSLY UPDATED

Strategic Theme 2:   Long Term Financing and Fiscal Plan

Phase 3: 1/30/16 – 3/31/16

Strategic Theme 3:   Technology, Data and Process Platform

Phase 2: 12/5/16 – 1/27/16 

Financial Emergency Turnaround – Key Activities

Phase 1: 10/25/16 – 12/2/16

Strategic Theme 1:   Short Term Financing

#1 Priority for Month One is a laser focus on financial operations.

1. Finalize list of Outstanding Invoices 
from FY16 and Prior.

2. Secure Revenue Anticipation Note 
(RAN).

3. Pay current FY17 obligations with RAN. 
4. Develop a long-term financing strategy 

to deal with the deficit.
5. Validate the FY17 budget, audit cell 

phone bills and utility bills.
6. Conduct benefits eligibility audit.
7. Conduct document reviews to build on 

previous work: Report by VA Secretary 
of Finance, Aug 3, 2016, PFM Report.

8. Identify Capital Funds that can be 
deferred. 

9. Develop Internal/External 
Communications Plan.

10. Prioritize workforce compensation 
issues and review salary survey.

11. Appropriate, by Council action, 
Amended FY 17 budget.

1. Determine the revenue cycle and what 
billing cycles should change to help cash 
flows, including state-shared revenues.

2. Provide a budget to actual assessment of 
FY 17 to Council.

3. Determine critical positions to hire.
4. Issue RFP for the City’s CAFR/Auditing 

responsibilities.
5. Review the city’s economic development 

plan and individual agency plans.
6. Conduct organizational assessment, and 

identify resource gaps.
7. Conduct business process reviews for 

financial operations, create standard 
operating procedures & policies. 

8. Start recruiting critical hires.
9. Conduct technology assessment and 

define a robust and scalable platform.
10. Map process flows for Accounts Payable.
11. Publish a 2018 Budget Calendar that 

includes CIP.

1. Provide recommendations for upgraded 
systems/procedures to track cash. 

2. Implement long-term financing strategy 
to deal with the deficit.

3. Make recommendations for process 
improvement, roles & responsibilities. 

4. Establish a long term financial operating 
platform based on Phase 2’s technology 
assessment.

5. Fill key positions and make 
recommendations for key positions 
(e.g., City Manager).

6. Identify additional cost savings and 
lines of revenue.

7. Implement technologies that enhance 
financial transparency.

8. Recommend a draft FY18 capital and 
operating budget.

9. Conduct mid year FY17 budget review
10. Hand off knowledge repository to city & 

submit our Exit Plan. 23



RBG Plan of Entry

• Priority One is restructuring financial operations:
– Balancing and keeping current budget balanced

– Budget Policies and Monitoring/Reporting transparency

– Financial Reporting/ Accounting Practices/Internal Auditing

– Revenue Collections and billings

• Define a Strategy for short term borrowing and securing 
funding to restructure the long term deficit

• Create a Staffing Plan and develop a Leadership Recruitment 
Plan

• Establish leading policies, practices and procedures for each 
department
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FROM 11/1/16 COUNCIL REPORT



Issues identified in Week 1 (1 of 4)

Issue #1: +/- $18.0M Deficit from FY 2016 and Prior
 Figure Based on Analysis done by the State NOT the City; 

City has not maintained Records. 
 We observed City has paid invoices from prior years using 

current year revenues (at least one example of an invoice 
paid twice from FY 16).

Key Activities
 Update the Analysis to Get a Final List of Outstanding 

Invoices from FY 16 and Prior
 Develop long-term financing strategy to deal with the 

deficit
 Communicate to vendors our plan and when they can 

expect to be paid

Issue #2: +/- $6.0M Invoices Unpaid for FY 2017
 City has not had a strategic approach to handling the 

growing list of unpaid vendor invoices. 
 Current FY that began July 1 has not been kept current and 

there continues to be a cash flow challenge as there is not 
enough money in the bank in cash to fulfill the current 
obligations.

Key Activities
 Secure Revenue Anticipation Note (RAN)
 Communicate to Vendor Community
 Pay all current obligations for FY 17 with the RAN

Issue #3: FY 17 Budget is Unrealistic, Lacks Transparency, 
and Has Not been appropriated or made available to the 
public
 Even with the $12.5M reduction from the original budget 

to the amended budget, there is a lack of accountability 
and information related to the FY 17 budget to ensure that 
the City can meet what is planned. 

 It appears that cutting employees salaries by 10% and 
reduction in force was taken over dramatically eliminating 
services.

Key Activities
 Map the process with the Finance team and Treasurer. 
 Optimize how work can be done between the two 

departments
 Determine who is responsible to determine cash flows 

(cash versus obligations)
 Determine who is responsible for ensuring enough cash is 

in the bank to meet obligations.
 Determine the revenue cycle and what billing cycles should 

change to help cash flows, including state-shared 
revenues.

 Provide recommendations for upgraded 
systems/procedures to track cash. 
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FROM 11/1/16 COUNCIL REPORT



Issues identified in Week 1 (2 of 4)

Issue #4: Cash Flow Projections are Unrealistic and Process 
to Determine Cash in Bank/Cash Flow is informal 

 Revenue Anticipation Note was Assumed to be Available in 
November. However, the proceeds may not be available 
until December (at the earliest). This leaves November 
vulnerable to ensuring payroll obligations are able to be 
met. 

 Property Taxes may not be paid until December; however, 
bills are to be mailed the first week of November. 

 Much of the information related to cash in the bank is 
done through email and is not formalized in a central 
system.

Issue #5: South Central Wastewater Authority Lawsuit

Key Activities

 Attend the hearing and share our good faith commitment. 
 Work with VRA, Bond Counsel and Davenport to develop a 

solution. 

Issue #6: Capital Projects and Capital Budgeting are 
Unrealistic

 The prime issue is that the City is obligated to paying the 
debt service on these bonds but has not yet drawn down 
the funds.  

 In 2015, the City issued bonds through the Virginia 
Resource Authority’s bond pool. 

 To date, $4.7M of projects have not begun and $6.8M of 
bond proceeds have not been accessed. 
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FROM 11/1/16 COUNCIL REPORT



Issues identified in Week 1 (3 of 4)

Issue #7: 10% Pay Reduction for City Employees and Mass 
Exodus of Employees

As part of the budget reduction this summer, the City cut 10% 
pay across the board.  This has resulted in 146 resignations 
and to date this fiscal year almost $200K in leave payouts. 

Key Activities
 Develop a path to restore the 10%.
 Communicate our commitment to staff
 Evaluate pay scales—especially department heads. 
 Determine critical positions to hire.
 Make an analysis of consolidation of services and positions. 

Issue 8: Use of restricted funds for General Fund purposes. 

The City has historically used special revenue funds and 
enterprise funds to pay General Fund obligations. 

Key Activities 
 Develop a plan to separate the funds, including separate 

bank accounts, separate codes, etc. 
 Determine how to handle federal and state grant funds 

management. 
 Ensure cross training for grant fund draw-down out of 

Finance.

Issue 9: FY 15 CAFR found NO material issues; FY 16 has not 
started

The FY 15 CAFR did not find any material issues with the fiscal 
controls and accounting practices of the City. Additionally, a 
part-time/seasonal employee was hired by the City to 
conduct several journal entries to “get the books ready for 
the auditors.” 

Key Activities 
 Develop a plan to get the FY 16 CAFR done. One idea is to 

reach out to the auditor of public accounts for assistance. 
 Review the management letter from the past audits to 

ensure that all identified is followed up on.
 Review the contract with the current auditors.
 Consider issuing a new RFP for the City’s CAFR/Auditing 

responsibilities. 
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FROM 11/1/16 COUNCIL REPORT



Issues identified in Week 1 (4 of 4)

Issue 10: No full-time finance staff/Lack of Financial Policies

 The Finance Director was terminated last spring along with 
the City Manager. The Assistant Finance Director became 
Acting Finance Director and resigned effective Oct. 22. In 
addition, there was no succession planning nor was there 
an appropriate and professional handoff of passwords, 
responsibilities, etc. 

 The Accounts Payable process is loose and lacks control 
and diligence. Several changes to the process have 
occurred that removes the use of the system to control the 
invoices to be paid and checks to be cashed. It is unclear 
how many invoices are not accounted for in the system.

Issue 11: Potential fraudulent activity

In the brief time spent being brought up to speed on City 
activities, it is apparent there has been significant negligence 
that may go beyond just the right to terminate an employee.

Key Activities
 Review emails/documents to trace any suspicious or 

fraudulent acts.

Issue 12: Decentralization of traditional finance 
responsibilities with the elected Treasurer and elected 
Commissioner of Revenue and unclear division of 
responsibilities/accountability

The Commissioner of Revenue is responsible for the billing 
function of the City while the City Treasurer is responsible for 
the collection of funds, printing of checks, and management 
of cash. The Finance Department is responsible to keep the 
City’s books and develop and appropriate City budget.

Key Activities
 Flow the process of all three.
 Make recommendations for process improvement and 

clear division and/or consolidation of responsibilities. 
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