
City	  of	  Petersburg	  Emergency	  
Financial	  &	  Opera9onal	  

Restructuring	  
Presenta9on	  to	  Petersburg	  City	  Council	  

The	  Robert	  Bobb	  Group,	  LLC	  
June	  20,	  2017	  



Agenda	  
•  City	  Manager’s	  Report	  

1.  Introduce	  the	  New	  Police	  Chief	  
2.  6/19/17	  Main	  Pump	  Sta9on	  Failure	  Update	  

•  Monthly	  Financial	  Report	  
1.  Budget	  to	  Actuals	  
2.  General	  Fund	  Expenditures	  
3.  Summary	  of	  Monthly	  Cash	  Flows	  

•  RBG	  Progress	  Report	  
1.  RBG	  Project	  Plan:	  March	  25,	  2017	  –	  September	  30,	  2017	  
2.  Update	  on	  Hiring	  for	  City	  Manager	  and	  Finance	  Director	  

•  U9li9es	  Update	  and	  Recommenda9on	  

•  Transparency	  
Presenta9ons	  available	  on	  City	  website:	  h[p://www.petersburgva.gov/index.aspx?NID=846	  
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City  Manager’s  Report
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City	  Manager’s	  Report	  



City	  Manager’s	  Report	  

•  Introduc9ons	  
– Ken	  Miller	  is	  the	  New	  Police	  Chief	  for	  the	  
City	  of	  Petersburg	  
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City	  Manager’s	  Report	  
•  6/19/17	  Main	  Pump	  Sta9on	  Failure	  

–  We	  had	  a	  major	  failure	  at	  our	  main	  pump	  sta9on	  last	  night.	  	  This	  
pumps	  ~70%	  of	  Petersburg’s	  waste	  water	  to	  the	  treatment	  facility.	  

–  Emergency	  Repairs	  Es9mate	  is	  $50,000	  and	  will	  take	  2-‐3	  weeks	  to	  
complete	  

–  Bypass	  needs	  24x7	  monitoring	  to	  balance	  the	  pressure	  and	  maintain	  
adequate	  flows	  into	  the	  wastewater	  treatment	  facility	  

•  What	  We	  Avoided:	  
•  DEQ	  fines	  
•  Raw	  Sewage	  in	  the	  Appoma[ox	  flowing	  into	  downstream	  intakes	  
•  Environmental	  hazards	  on	  Petersburg	  streets	  due	  to	  unsanitary	  
overflow	  

•  Poten9al	  workplace	  injury	  due	  to	  the	  electrical	  explosion	  
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6/20/17	  –	  Wastewater	  Bypass	  
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This	  Main	  Pump	  Sta9on	  handles	  ~70%	  of	  
Petersburg’s	  waste	  water	  to	  the	  treatment	  

facility.	  



Monthly  Financial  Report
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Monthly	  Financial	  Report	  



Budget  to  Actuals
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As	  of	  April	  30,	  2017	  

$75	  million	  in	  Revenues	  as	  of	  April	  30,	  2017	  



Budget  to  Actuals
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$80	  million	  in	  Revenues	  as	  of	  May	  31,	  2017	  

As	  of	  May	  31,	  2017	  



General  Fund  Expenditures
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As	  of	  April	  30,	  2017	  

87%	  of	  General	  Funds	  
spent	  to	  date	  



General  Fund  Expenditures
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As	  of	  May	  31,	  2017	  

92%	  of	  General	  Funds	  
spent	  to	  date	  



Revenue  Summary  by  Funds
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As	  of	  April	  30,	  2017	  

$57	  million	  in	  General	  
Fund	  revenues	  (84%)	  



Revenue  Summary  by  Funds
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As	  of	  May	  31,	  2017	  

$63	  million	  in	  General	  
Fund	  revenues	  (92%)	  



Summary  of  Monthly  Cash  Flows
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As	  of	  May	  7,	  2017	  

$2.8	  million	  cash	  on	  
5/7/17	  



Summary  of  Monthly  Cash  Flows
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As	  of	  June	  14,	  2017	  

$5.4	  million	  cash	  on	  
6/14/17	  

Note:	  This	  Cash	  Flow	  
assumes	  only	  $900,000	  of	  
the	  $1.9M	  owed	  to	  Schools.	  	  
We	  will	  address	  this	  during	  

Q1	  of	  FY	  2018.	  



RBG	  Progress	  Update	  
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RBG	  Progress	  Update	  



Key	  Background	  &	  Reminder	  

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

The	  City	  began	  its	  deficit	  in	  2009	  
and	  conOnued	  it	  to	  the	  current	  

fiscal	  year	  
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The	  City’s	  budget	  deficit	  began	  in	  2009.	  	  

Eight	  years	  of	  consecu9vely	  unbalanced	  budgets	  finally	  resulted	  in	  
near	  default	  in	  the	  repayment	  of	  a	  short-‐term	  cash	  flow	  note	  

RBG	  was	  hired	  by	  the	  City	  of	  Petersburg	  through	  an	  emergency	  
procurement	  in	  October	  2016	  



RBG  Plan:  3/25/17  –  9/30/17
City	  of	  Petersburg	  Financial	  Emergency	  Turnaround	  –	  Key	  Project	  Ac9vi9es	  
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PHASE	  2:	  MARCH	  25,	  2017	  –	  JUNE	  30,	  2017	  

Complete	   In	  Progress	   AS	  OF	  6/20/17	  

1.   Implement	  the	  Long	  Term	  Debt	  	  
Restructuring	  Plan	  

2.   Develop	  plan	  to	  pay	  off	  current	  RAN	  
3.   Complete	  and	  Implement	  FY	  18	  Budget	  

Proposal	  
4.   Develop	  Water	  U9lity	  CIP	  
5.   Manage	  and	  Report	  findings	  for	  Forensic	  

Audit	  
6.   Complete	  FY16	  CAFR	  by	  July	  2017	  
7.   Complete	  Execu9ve	  Search	  Firm	  hiring	  by	  

July	  2017	  
8.   Hired	  Police	  Chief,	  Finance	  Director,	  Fire	  

Chief	  and	  Transit	  Director	  
9.   Finalize	  Recruitment	  of	  the	  CFO	  
10.   Complete	  financing	  for	  police	  &	  fire	  vehicles	  
11.   Submijed	  Proposal	  to	  State	  for	  Funding	  

Assistance	  for	  RBG	  Contract	  Extensions	  
12.   Develop	  the	  Plan	  Pre-‐Audit	  Work	  for	  FY17	  
13.   Implement	  new	  Real	  Estate	  Sale	  Process	  &	  

realize	  revenue	  

14.   Implement	  Workforce	  Reorganiza9on	  
15.   Op9mize	  City	  Technologies	  for	  data	  and	  

repor9ng	  
16.   Create	  repeatable	  data	  &	  repor9ng	  for	  

Financial	  Reports	  using	  OpenGov	  
17.   Develop	  and	  Execute	  Policies	  for	  Financial	  

Repor9ng	  
18.   Develop	  Standard	  Opera9ng	  Procedures	  
19.   Manage	  and	  Measure	  Financial	  and	  

Purchasing	  Policies	  
20.   Ini9ated	  new	  Billing	  and	  Collec9ons	  process	  

and	  begin	  collec9ng	  delinquent	  revenues	  
21.   Assess	  U9lity	  Billing	  Processes	  
22.   Evaluate	  U9li9es	  meter	  reading	  and	  billing	  

technologies	  
23.   Evaluate	  Johnson	  Controls	  contract	  with	  

Forensic	  Audit	  Team	  
24.   Provide	  Execu9ve	  Coaching	  to	  New	  Hires	  
25.   Schedule	  Visits	  for	  Ra9ngs	  Agencies	  to	  

Petersburg	  on	  July	  13th	  	  



RBG  Plan:  3/25/17  –  9/30/17
City	  of	  Petersburg	  Financial	  Emergency	  Turnaround	  –	  Key	  Project	  Ac9vi9es	  
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PHASE	  3:	  JULY	  1,	  2017	  –	  SEPTEMBER	  30,	  2017	  

In	  Progress	  

1.   Develop	  the	  5-‐Year	  Financial	  Plan	  	  
2.   Develop	  &	  Implement	  the	  5-‐Year	  Capital	  Improvement	  Program	  
3.   Implement	  Financial	  &	  Purchasing	  Policies	  
4.   Conduct	  City	  wide	  training	  for	  OpenGov	  
5.   Conduct	  City	  wide	  training	  for	  CityWorks	  
6.   Con9nue	  to	  evaluate	  op9ons	  for	  the	  sale	  of	  the	  Water	  &	  Sewer	  U9lity	  Sale	  process	  as	  needed	  to	  address	  the	  

cri9cal	  infrastructure	  issues	  facing	  the	  Water	  and	  Sewer	  system	  
7.   Develop	  Implementa9on	  Strategies	  for	  Outsourcing	  execu9on	  and	  implementa9on	  
8.   Develop	  and	  Implement	  Standard	  Opera9ng	  Procedures	  (SOPs)	  for	  Finance	  
9.   Implement	  Findings	  to	  address	  issues	  uncovered	  during	  the	  Forensic	  Audit	  
10.   Assist	  Management	  Team	  to	  implement	  FY16	  CAFR	  findings	  
11.   Implement	  a	  Budget	  Transi9on	  Plan	  
12.   Provide	  Execu9ve	  Coaching	  for	  New	  Hires	  

AS	  OF	  6/20/17	  



•  Working	  with	  Secretary	  of	  Finance	  Ric	  Brown	  on	  our	  
request	  to	  fund	  up	  to	  $500,000	  of	  services	  for	  the	  
City	  (this	  does	  not	  include	  RBG	  services):	  
–  Pre	  Audit	  and	  Audit	  Services	  
–  Execu9ve	  Training	  for	  City	  Leaders	  

•  Kick	  Off	  CityWorks	  Development	  and	  Training	  for	  
U9li9es:	  
–  Purpose:	  	  

•  CityWorks	  will	  track	  all	  work	  repairs,	  cost	  of	  work	  repairs	  and	  staff	  9me	  
devoted	  to	  those	  work	  repairs,	  so	  U9li9es	  will	  be	  able	  to	  provide	  real	  
9me	  data	  on	  repairs	  around	  the	  City	  for	  Council	  and	  the	  Public	  

–  Target	  Comple9on:	  August	  2017	  

Key	  Project	  Deliverables	  To	  Date	  
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AS	  OF	  6/20/17	  



Aretha	  Ferrell	  -‐	  Benavides	  is	  the	  new	  City	  
Manager	  

Press	  Conference	  will	  be	  held	  to	  introduce	  the	  new	  City	  
Manager	  on	  6/21/17	  

City	  Council	  Completes	  	  
Process	  to	  Hire	  the	  New	  City	  Manager	  
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AS	  OF	  6/20/17	  



Blake	  Rane	  is	  the	  City’s	  Finance	  Director	  
Start	  Date	  is	  July	  10th	  

Decision	  Made	  on	  the	  	  
New	  Finance	  Director	  
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AS	  OF	  6/20/17	  



1.  “Billing	  staff	  cannot	  run	  a	  report	  to	  see	  the	  total	  amount	  outstanding	  
that	  is	  setup	  on	  a	  payment	  agreement.”	  

2.  “Compound	  Meters	  are	  not	  setup	  in	  the	  billing	  system	  to	  automa9cally	  
calculate	  consump9on	  in	  an	  efficient	  manner.	  The	  current	  process	  is	  
manual	  and	  increases	  the	  chances	  of	  errors.”	  	  

3.  “Data	  valida9on:	  	  the	  system	  lacks	  the	  ability	  to	  validate	  the	  mailing	  
addresses	  in	  the	  system.	  There	  is	  no	  process	  in	  place	  for	  returned	  mail.”	  	  

4.  “The	  management	  team	  does	  not	  have	  the	  capability	  to	  run	  reports	  and	  
track	  metrics	  on	  missed	  calls,	  wrap	  9me,	  drop	  calls,	  or	  compile	  any	  data	  
to	  monitor	  the	  performance	  of	  the	  staff	  responsible	  for	  customer	  service.”	  

Drao	  Findings:	  Assessment	  	  
of	  U9li9es	  Billing	  Processes	  
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Source:	  	  CUSTOMER	  SERVICE	  &	  BILLING	  OPERATION	  ASSESSMENT,	  Severn	  Trent,	  June	  2017.	  

The	  City	  contracted	  with	  Severn	  Trent	  to	  review	  current	  Billing	  
processes	  and	  make	  recommenda9ons	  for	  improvements	  



5.  “The	  website	  is	  missing	  informa9on	  that	  could	  reduce	  the	  number	  of	  
phone	  calls	  to	  Customer	  Service.”	  

6.  “There	  is	  no	  meter	  reading	  schedule	  to	  ensure	  that	  customers	  are	  billed	  
on	  an	  average	  30	  day	  billing	  cycle.	  	  This	  results	  to	  inconsistent	  monthly	  
cash	  flow.”	  

7.  “Billing	  is	  completed	  once	  a	  month	  around	  the	  11th.	  	  It	  takes	  4	  days	  
from	  when	  the	  readings	  are	  uploaded	  to	  print,	  seal,	  and	  mail	  the	  bills.”	  

8.  “The	  total	  amount	  of	  $6,388,488.97	  remains	  on	  the	  receivables	  as	  
unpaid.	  	  In	  addi9on,	  there	  is	  a	  large	  variance	  of$1,481,790.77	  on	  the	  
balance	  sheet.”	  

Drao	  Findings:	  Assessment	  	  
of	  U9li9es	  Billing	  Processes	  
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Source:	  	  CUSTOMER	  SERVICE	  &	  BILLING	  OPERATION	  ASSESSMENT,	  Severn	  Trent,	  June	  2017.	  

The	  City	  contracted	  with	  Severn	  Trent	  to	  review	  current	  Billing	  
processes	  and	  make	  recommenda9ons	  for	  improvements	  



•  Comple9ng	  in	  person	  interviews	  this	  week	  
•  Reminder	  of	  the	  Scope:	  
– Commissioner	  of	  Revenue	  Office	  
– Office	  of	  the	  Treasurer	  
– Special	  Funds	  
– Enterprise	  Funds	  
– Surplus	  Vehicles	  
– Perpetual	  Care	  Fund	  
– Purchase	  Cards	  
–  Johnson	  Controls	  Contract	  

Forensic	  Audits	  Update	  
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Report	  will	  be	  
available	  by	  end	  of	  

August	  2017.	  



Technology	  Architecture	  –	  Key	  Systems	  
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BAI	  
MUNICIPAL	  SOFTWARE	  

GIS	  CITY	  ASSET	  
MANAGEMENT	  

BAI	  is	  the	  financial	  system	  of	  	  record	  for	  the	  City	  and	  manages	  
all	  City	  financial	  data	  and	  repor9ng.	  	  It	  includes	  the	  General	  
Ledger,	  Payroll,	  Treasury,	  U9li9es.	  Bright.net	  is	  a	  BAI	  web	  
interface	  employees	  can	  use	  to	  access	  paystubs	  and	  general	  

financial	  informa9on.	  	  

The	  City	  invested	  in	  GIS	  buildout	  by	  Timmons	  
since	  2014.	  	  The	  GIS	  system	  is	  a	  valuable	  data	  

repository	  that	  can	  be	  used	  by	  Facili9es,	  U9li9es	  
&	  Engineering.	  	  It	  can	  also	  be	  used	  to	  map	  Police	  

and	  Fire	  incident	  data.	  

General	  
Ledger	  Payroll	  

Treasury	   U9li9es	  

OpenGov	  provides	  financial	  data	  repor9ng	  
based	  on	  the	  Chart	  of	  Accounts	  generated	  in	  
BAI.	  	  The	  City	  is	  building	  its	  FY18	  Budget	  in	  

OpenGov.	  	  It	  was	  purchased	  by	  the	  City	  in	  2015.	  

Cityworks	  manages	  public	  works	  service	  request	  
9ckets.	  	  It	  was	  purchased	  in	  2015	  to	  u9lize	  the	  
City’s	  GIS	  investment	  built	  by	  Timmons	  since	  

2014.	  	  The	  scope	  includes	  Facili9es,	  Engineering,	  
U9li9es	  &	  Street.	  	  

Project	  and	  Service	  Request	  Fund	  Code	  
Data	  pushed	  from	  OpenGov	  to	  

CityWorks	  
(developing	  integra9on	  with	  Timmons)	  

Configura9on	  for	  
CityWorks	  -‐	  U9li9es	  has	  
begun	  and	  will	  complete	  
by	  August.	  	  This	  u9lizes	  

Council	  approved	  $19,675	  
in	  VRA	  

Technology	  Funds.	  



RecommendaNons  on  the    
Future  of  the  UNlity  System
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Staff	  and	  Consultant	  Team	  
Recommenda9ons	  on	  the	  Future	  of	  

the	  U9lity	  System	  



First:	  
•  What	  have	  we	  learned?	  
•  What	  have	  we	  done?	  
•  What	  is	  the	  path	  forward?	  

Aoer	  7	  months	  on	  the	  job,	  and	  
consulta9on	  with	  numerous	  subject	  ma[er	  

experts,	  this	  is	  our	  conclusion	  and	  
recommended	  path	  forward:	  
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•  The	  U9lity	  experienced	  a	  $2,459,686	  loss	  in	  
FY2016	  

•  The	  U9lity	  experienced	  a	  $1,382,608	  loss	  in	  
FY2015	  

•  The	  U9lity	  has	  (5-‐year)	  infrastructure	  needs	  of	  
over	  $50,000,000	  

•  The	  U9lity	  will	  bear	  52%	  of	  the	  costs	  of	  SCWWA	  
infrastructure	  needs	  with	  Petersburg’s	  share	  
es9mated	  at	  over	  $40,000,000	  (the	  City	  sold	  its	  
stake	  to	  SCWWA	  in	  1996	  and	  sold	  its	  water	  to	  
ARWA	  in	  1964	  for	  a	  16.9%	  ownership	  stake)	  

What	  we	  have	  learned	  about	  the	  U9lity	  
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•  The	  U9lity	  frequently	  violates	  environmental	  
regula9ons	  when	  there	  are	  large	  scale	  rain	  
events	  (raw	  sewage	  in	  the	  street	  and	  river)	  

•  The	  billing	  and	  collec9on	  func9on	  has	  been	  
dysfunc9onal	  for	  a	  long	  9me,	  with	  thousands	  of	  
customers	  rou9nely	  receiving	  incorrect	  bills	  

•  The	  collec9on	  rate	  is	  roughly	  70%,	  far	  below	  
the	  industry	  standards	  

What	  we	  have	  learned	  about	  the	  U9lity	  
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•  The	  U9lity	  subsidized	  rates	  for	  years	  using	  proceeds	  
from	  the	  sale	  of	  the	  wastewater	  treatment	  plant,	  
un9l	  the	  money	  ran	  out,	  leaving	  rates	  ar9ficially	  low	  

•  The	  U9lity	  has	  excess	  water	  capacity	  rights	  that	  have	  
a	  monetary	  value,	  and	  at	  the	  same	  9me,	  impose	  an	  
unnecessary	  annual	  cost	  burden	  (because	  we	  pay	  for	  
16.9%	  of	  ARWA	  costs,	  far	  beyond	  our	  usage	  rate)	  

What	  we	  have	  learned	  about	  the	  U9lity	  
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•  The	  U9lity’s	  ability	  to	  borrow	  for	  future	  capital	  needs	  
is	  very	  limited	  due	  to	  past	  performance	  and	  the	  
City’s	  severe	  financial	  condi9on	  

•  The	  City	  faces	  the	  risk	  of	  a	  catastrophic	  system	  
disrup9on,	  based	  on	  past	  experience	  and	  current	  
vulnerabili9es	  

What	  we	  have	  learned	  about	  the	  U9lity	  
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•  Remember,	  water	  line	  breaks	  in	  July	  2016	  and	  
October	  2016	  disrupted	  flow	  from	  ARWA	  

•  Petersburg	  lost	  all	  incoming	  water	  for	  16	  hours	  in	  
July	  2016	  (last	  summer)	  

Infrastructure	  needs	  are	  not	  exaggera9ons	  

33	  



•  Remember,	  water	  line	  breaks	  in	  July	  2016	  and	  
October	  2016	  disrupted	  flow	  from	  ARWA	  

•  Petersburg	  lost	  all	  incoming	  water	  for	  16	  hours	  in	  
July	  2016	  (last	  summer)	  

Infrastructure	  needs	  are	  not	  exaggera9ons	  

34	  

The	  main	  pump	  sta9on	  experienced	  a	  
major	  failure	  last	  night	  



•  Some	  meters	  are	  not	  recorded	  in	  the	  system	  at	  all,	  
therefore	  no	  bill	  is	  generated	  	  

•  Meter	  sizes	  in	  the	  system	  don’t	  agree	  with	  meter	  
sizes	  in	  the	  field	  

•  Bills	  are	  not	  calculated	  based	  on	  meter	  sizes	  and	  
consump9on;	  they	  are	  based	  on	  the	  number	  of	  units	  
served	  by	  each	  meter	  (so	  if	  a	  meter	  serves	  18	  units,	  
the	  price	  is	  18	  base	  rates	  +	  consump9on)	  

•  Some	  bills	  do	  not	  show	  consump9on	  readings,	  so	  
calcula9ng	  the	  bill	  is	  not	  possible	  for	  the	  customer	  

	  

Constant	  Flow	  of	  Complaints	  	  
(last	  two	  weeks)	  
(Apartment	  Owner	  Associa9on)	  
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•  In	  the	  past	  two	  months,	  we	  have	  corrected	  ~1,000	  
account	  errors	  that	  caused	  customers	  to	  receive	  
incorrect	  bills	  (wrong	  meter	  size,	  wrong	  meter	  type,	  
wrong	  meter	  9ed	  to	  account,	  cubic	  feet	  not	  than	  
gallons)	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  

•  Gained	  an	  in-‐depth	  understanding	  of	  the	  City’s	  
remaining	  meter	  problems,	  aided	  by	  consulta9ons	  
with	  Aclara	  and	  Itron	  

•  Gained	  an	  in-‐depth	  understanding	  of	  the	  City’s	  billing	  
and	  collec9on	  problems,	  aided	  by	  consulta9ons	  with	  
Severn-‐Trent	  

What	  have	  we	  done	  in	  the	  past	  6	  months?	  
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•  Built	  a	  FY2018	  opera9ng	  budget	  that	  will	  allow	  many	  
problems	  to	  be	  fixed	  

•  Built	  a	  FY2018	  Capital	  Budget	  and	  5-‐Year	  CIP	  (the	  
roadmap)	  that	  will	  address	  cri9cal	  infrastructure	  
needs	  (if	  it	  can	  be	  debt	  financed)	  

•  Through	  two	  rate	  increases,	  have	  honored	  VRA	  bond	  
covenants	  and	  built	  a	  revenue	  stream	  that	  will	  fund	  
many	  improvements	  to	  long-‐neglected	  system	  

What	  have	  we	  done	  in	  the	  past	  6	  months?	  
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•  Developed	  a	  financing	  plan	  that	  will	  enable	  
previously	  issued	  VRA	  bonds	  to	  be	  accessed	  for	  
U9li9es	  projects	  

•  Undertaken	  an	  evalua9on	  process	  (e.g.,	  single	  
member	  authority,	  franchise,	  etc)	  that	  we	  believe	  
can	  lead	  to	  the	  comprehensive	  solu9on	  to	  the	  City’s	  
u9li9es	  problems	  (and	  City’s	  financial	  problems)	  

What	  have	  we	  done	  in	  the	  past	  6	  months?	  
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•  Gained	  an	  in-‐depth	  understanding	  of	  the	  ARWA	  and	  
SCWWA	  regional	  issues	  including	  future	  capital	  
needs	  and	  cost	  implica9ons,	  possible	  opportunity	  to	  
sell	  excess	  capacity,	  possible	  dissolu9on	  of	  ARWA	  	  

•  Iden9fied	  a	  cost	  effec9ve,	  long-‐term	  solu9on	  that	  
will	  completely	  replace	  the	  	  current	  U9li9es	  
opera9ons	  	  center,	  and	  drama9cally	  improve	  
working	  condi9ons	  for	  100	  employees	  in	  many	  
departments	  	  

•  Corrected	  safety	  issues	  at	  the	  main	  pump	  sta9on	  

What	  have	  we	  done	  in	  the	  past	  6	  months?	  
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•  Complete	  audit	  of	  every	  account	  to	  eliminate	  errors	  
(approximately	  1,000	  have	  been	  corrected	  in	  past	  2	  
months)	  

•  Reconcile	  every	  large	  account,	  focusing	  newly	  
created	  task	  force	  on	  Apartment	  Complex	  billing	  
problems	  (coordina9ng	  with	  Owners	  Associa9on)	  

•  Prosecute	  cases	  of	  water	  theo	  (12	  indictments	  last	  
week)	  

What	  is	  the	  path	  forward?	  
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•  Test	  and/or	  replace	  the	  remaining	  1100	  large	  meters	  
•  Further	  inves9gate	  the	  migra9on	  from	  AMR	  
(Automa9c	  Meter	  Reading)	  to	  AMI	  (Advanced	  
Metering	  Infrastructure)	  

•  Reinstate	  Delinquent	  Penal9es	  (stopped	  due	  to	  
processing	  delays	  in	  Treasurer’s	  Office)	  

•  Begin	  placing	  liens	  on	  proper9es	  of	  delinquent	  
accounts	  

What	  is	  the	  path	  forward?	  
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•  Replace	  the	  Locks	  20”	  Water	  Transmission	  Line	  from	  
ARWA	  (which	  has	  suffered	  4	  breaks	  in	  recent	  years)	  

•  Next	  Phase	  of	  Improvements	  at	  Main	  Pump	  Sta9on	  
•  First	  Phase	  of	  Poor	  Creek	  Force	  Main	  Replacement	  
•  First	  Phase	  of	  the	  Mt.	  Vernon	  Pump	  Sta9on	  Upgrade	  
•  Highest	  Priority	  Inflow	  &	  Infiltra9on	  Reduc9on	  
Projects	  

•  Plan	  for	  the	  Replacement/Reloca9on	  of	  the	  DPU/
DPW	  Opera9on	  Center	  

•  City	  has	  a	  plan	  to	  increase	  rates	  by	  73.4%	  over	  5	  
years	  

What	  is	  the	  path	  forward?	  
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•  The	  system	  is	  not	  an	  asset	  
•  There	  is	  no	  essen9al	  need	  to	  own	  it	  or	  manage	  it	  
(many	  ci9es	  do	  not)	  

•  The	  system	  is	  not	  a	  source	  of	  pride;	  it	  does	  not	  
define	  us	  as	  a	  city	  

What	  are	  our	  conclusions	  about	  the	  
U9lity?	  
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•  The	  U9lity	  is	  a	  drain	  on	  City	  resources	  
•  It	  is	  an	  ongoing	  symbol	  of	  failure	  
•  The	  U9lity	  is	  a	  liability	  
•  The	  Petersburg	  U9lity	  is	  a	  disaster	  wai9ng	  to	  happen	  

What	  are	  our	  conclusions	  about	  the	  
U9lity?	  
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•  Recent	  State	  legisla9on	  requires	  private	  companies	  
to	  equalize	  rates	  across	  the	  state	  (over	  9me),	  by	  
blending	  the	  rates	  of	  mul9ple	  locali9es.	  	  That	  
legisla9on	  provides	  rate	  increase	  protec9on	  if	  the	  
U9lity	  is	  sold.	  

Why	  is	  there	  a	  fear	  of	  rate	  shock	  if	  
priva9zed?	  
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Poverty	  
Safety	  
Schools	  

Economic	  Development	  

	  
There	  are	  so	  many	  more	  important	  issues	  

that	  affect	  people’s	  lives,	  and	  which	  
deserve	  our	  a[en9on!	  
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•  Cash	  has	  gone	  from	  $3.0	  million	  in	  2010	  
to	  zero	  in	  FY2016	  
•  The	  unassigned	  fund	  balance	  
(discre9onary	  reserve)	  has	  gone	  from	  
$15.4	  in	  2010	  to	  nega9ve	  $7.7	  million	  in	  
FY2016	  
•  To	  remain	  solvent	  the	  City	  has	  had	  to	  
borrow	  short	  term	  at	  exorbitant	  rates	  

What	  we’ve	  learned	  about	  the	  
City’s	  Financial	  Condi9on	  
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•  The	  City	  has	  struggled	  to	  meet	  payroll	  
throughout	  FY2017	  
•  The	  General	  Fund	  s9ll	  owes	  large	  sums	  
to	  VRS,	  SCWWA,	  the	  Stormwater	  Fund	  
and	  the	  School	  Board	  	  

What	  we’ve	  learned	  about	  the	  
City’s	  Financial	  Condi9on	  

48	  



•  The	  City	  must	  generate	  surpluses	  to	  
cover	  the	  $7.2	  million	  overdrao,	  just	  to	  
get	  back	  to	  even	  
•  Then,	  the	  Fund	  Balance	  must	  be	  restored	  
to	  approximately	  $12.1	  million	  	  

What	  we’ve	  learned	  about	  the	  
City’s	  Financial	  Condi9on	  

49	  



	   	   	  	  Bo[om	  Line	  
• We	  must	  have	  a	  large	  cash	  event	  ($19.8	  
million)	  in	  order	  to	  restore	  financial	  
stability	  to	  the	  City.	  	  

	  
•  The	  only	  way	  we	  know	  of	  to	  do	  that	  is	  to	  
sell	  or	  franchise	  the	  u9lity	  (to	  an	  authority,	  thru	  a	  
franchise/lease,	  or	  to	  a	  private	  company)	  

What	  we’ve	  learned	  about	  the	  
City’s	  Financial	  Condi9on	  	  
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•  Pay	  back	  all	  vendors	  
•  Pay	  back	  VRS	  
•  Make	  the	  School	  Board	  whole;	  finance	  
future	  school	  capital	  improvements	  	  
•  Fix	  the	  crisis.	  	  Get	  back	  to	  even	  
•  Create	  a	  Fund	  Balance	  based	  on	  industry	  
norms	  

What	  will	  the	  cash	  event	  allow	  us	  to	  do?	  
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•  Avoid	  excessive	  short	  term	  borrowing	  
•  Obtain	  bond	  ra9ng	  upgrade	  aoer	  
demonstra9ng	  sustained	  discipline	  
•  Access	  the	  credit	  markets	  (borrow	  
money	  to	  renew	  infrastructure)	  
•  Restore	  pride,	  confidence	  and	  respect	  as	  
a	  financially	  stable	  city	  

What	  will	  the	  cash	  event	  allow	  us	  to	  do?	  
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•  Build	  the	  future	  this	  city	  deserves	  
•  Stabilizes	  the	  City's	  financial	  condi9on	  
and	  stabilizes	  the	  U9lity	  System	  

What	  will	  the	  cash	  event	  allow	  us	  to	  do?	  
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You	  have	  a	  choice	  to	  make	  

Begin	  a	  new	  chapter	  in	  the	  Future	  of	  
Petersburg	  

or	  
Hold	  on	  to	  an	  anchor	  



•  Authorize	  Administra9on	  to	  proceed	  to	  
the	  detailed	  proposal	  phase,	  which	  
includes	  nego9a9ng	  the	  terms	  to	  obtain	  
the	  best	  possible	  deal	  with	  either	  Aqua	  
or	  American	  Water	  
•  Bring	  back	  a	  recommended	  proposal	  to	  
sell	  or	  franchise	  the	  U9lity,	  if	  it	  is	  
determined	  to	  be	  in	  the	  best	  interests	  of	  
the	  City	  

Recommenda9on	  
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The	  City’s	  Path	  Forward	  Depends	  on	  a	  $19.8	  Million	  Fund	  Balance:	  

1.   Collect	  Receivables	  to	  increase	  Cash	  ($5.05M)	  

•  Increase	  collec9ons	  and	  improve	  9meliness	  of	  collec9ons	  

2.   Repay	  Reconciled	  Overdraq	  (borrowing	  from	  other	  funds	  $7.2M)	  	  

•  Need	  One-‐Time	  Cash	  Revenue	  (aka	  Liquidity	  Event)	  

•  Need	  Con9nued	  Budget	  Surpluses	  

•  By	  elimina9ng	  this,	  you	  will	  help	  Unassigned	  Fund	  Balance	  by	  an	  
equivalent	  amount	  

3.   Eliminate	  deficit	  Unassigned	  Fund	  Balance	  ($7.7M)	  

•  Need	  One-‐Time	  Cash	  Revenue	  (aka	  Liquidity	  Event)	  

•  Need	  Con9nued	  Budget	  Surpluses	  

4.   Require	  $7.7M	  just	  to	  get	  to	  $0	  

•  The	  City	  needs	  an	  addi9onal	  $12.1M	  to	  meet	  financial	  policy	  
requirements,	  eliminate	  need	  for	  the	  annual	  RAN,	  provide	  adequate	  
working	  capital,	  &	  regain	  access	  to	  credit	  markets	  

The	  City’s	  Path	  Forward	  =	  $19.8	  Million	  
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$7.7	  Million	  +	  $12.1	  Million	  	  
=	  	  

$19.8	  Million	  



Transparency	  

•  All	  presenta9ons	  are	  available	  on	  the	  City’s	  
website:	  

h[p://www.petersburgva.gov/index.aspx?NID=846	  
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