THE CITY OF PROVIDENCE

STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS

RESOLUTION OF THECITY COUNCIL

No. 189
Approved April 9, 2012

RESOLVED, That the Members of the Providence City Co'un'éi}”: ey

hereby Endorse and Urge Passage by the General Assembly of House Bill 20 12 = S G

H 8009 and Senate Bill 2012 — S 2825, An Act Relating to Towns and Cities _  S

Critical Plan Empowerment Act — Municipal Pensions.
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STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2012

AN ACT

RELATING TO TOWNS AND CITIES - CRITICAL PLAN EMPOWERMENT ACT - .
MUNICIPAL PENSIONS

Introduced By: Representatives Brien, and Newberry
Date Introduced; March 28, 2012

Referred To; House Finance

It is enacted by the General Assembly as follows:
SECTION 1. Title 45 of the General Laws entitled "TOWNS AND CITIES" is heféé:y
amended by adding thereto the following chapter:
CHAPTER 65.1

CRITICAL PLAN EMPOWERMENT ACT

45-65.1-1, Shert title. — This chapter shall be known as and may be cited as the “Critical )

Plan Empowcrment Act.”

45-65.1-2, Legislative findings. -- (2) The general asserbly finds and declareg that: - .

(1} A sionificant portion of the unfunded liability for Jocatly administered gensio‘f.s'gians.. :
in the aggregate, is attributable to benefits provided to employees who have already retired, and

includes projected bepefited adjustments for these retirees. In ovder 1o ensure: {i)_Retirement

Retirement benefit proprams that offer adequate benefit levels to attract and retain a highty

gualified workforce, administrators for locally administered plans must examine the benefits that -

retirees currently receive under their plaps.

(2} There is a subsct of cities and towns whose financial situations are endangered

specifically and disproportionately by the payment of benefit adjustments.

(3) In_order to maintain the sovercignty and fiscal stability of as many municipalitics as

possible, as well as safeguard the weli-being, public safety, and welfare of the citizens of the state
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and their property, it is essential that the state take immediate and proactive steps.

(b). For the foregoing reasons, the general assembly expressfy finds and declares that the

critical financial situation currently confronting cestain logally administered plans musi be

addressed with afl deliberate speed: cach of the locally administercd plans has ynique festures,

offers distinctive benefits, and is presented with its own opportunities and ghallenges; and their

administrators are in the best position to understand the financial gondition of such plans and

choose the tools best suited to remediate them: and the enactment of this chapter is reasonable

and necessary to achigye and protect the compelling public interests listed herein,

45-65.1-3, Definitions. — As used_in this chapter, the folowing terms shall have the

foliowing meanings:
{1} “Actuarial cxperience study” means a report provided by an actwary that includes &

recent discussion of plan experience, recommendations for actuarial assumptions and methdds,

and information about the actuarial impact of these recommendations on the Habikities and other
key actuarial measures. -

(2} “Annual acmarial valuation study” means a valuation of a locally administered giar‘x .

completed by an actuary, and a certification based on that valuation indicating whether such plan
is or is not in critical status, on an annual basis.

{3) “Critical status™ megps that, as determined by its actuary, as of the beginning of the -

plan year, a plan’s funded percentage for such plan vear is loss than sixty percent (60%).

(4)_“Logally administered plan” or “plan” means any defined benefit pension 'g'la'n :
ostablished by a municipality for its employees, other than; (i) A plan fhat is part of the

employees’ resirement system of Rbhode Island as defined in chapter 36-8 o the municipal

emplovees’ retirement svstern_of Rhode Island as defined in chapter 45-21; or (i) A_plan

established by a munigipality that has filed for bankruptoy protection pursuant to chapter 9 of title -

11 of the United States code. a plan established by a municipality for which 2 receiver has been
appointed pursuant to chapter 45-9,

(3), “Municipality” means any town or eity in the state of Rhode Island. any cégy of town .
liousing authority, fire, water, sewer district, regional school district or public building authority _:_
as established by chapter 14 of titie 37,

45-65,1-4, Eligibility, — In order for a locally administercd plan in critical status t0-be

eligible_for_relief under this chapter, its municipal council shall have adopted an -ordinance

assuming the provisions of this chapter, which ordinance shall be supported by: {1) Numerica

data, including, but pot limited to. its most recent agiuarial experience study, its annyal agtuarial

valuation study, apd its annual required contribution of the following plan vear, both as reported .

LC02088 - Page 2 of §
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{pursuant to section 45-10-15) and as adjusted (demonstrating the financial value of suspénding -

benefit adjustments, as such term is used in section 45-21-52). (2) Findings demonstrating that

alternatives to suspending benefit adiustments have been considered and/or _are  being

implemented: and (3LA finding that the grdinance is reasonable and necessary to achigve thic

municipaiity’s fiscal stability and protect its property. and the health, welfare and property of its
citizens.
45-65.1-5. Benefit adjustment suspension. -- Notwithstanding the provisions of any

other statute, ordinance. interest arbitration sward, or, collective bargaining agreement_to the

. a municivality in_critical status shail pot be required to provide henefit adjustments

pursuant to the provisious of this ghapter. Once the municipality is no longer in critical status, it

shall resume providing cost of living adjustrnents, but such adiustments shall not cxoeed_the

consumer price index for all urban consumers (CPILN) as published by the United States

department of labor statistics determined as of September 30 of the prior calendar year until the -
actuarial value of the locally administered plan’s assets js one hundred percent (100%) of the
actuarial value of such plan’s liabilities. using actyarial assumptions made by the actuaty in good

faith and in accordance with accepted actuarial standards.

45-65.1-6. Mandatory reinvestment. — At least fifty percent (50%;) of funds regulting

from_benefit adjustments suspended pursuant to this chapter shall be reinvested cxc[usivelz' 0

increase a plan’s funded percentage, at least until the plan is no fonger in crifical status. -

45-65.1-7, Failure to comply, — With respect fo any munjcipality that fails to comply .

with section 45-65.1-4 or 45.65.1-6:

(1} The general treasurer is authorized to withhold moneys due from the state for any .

purpose other than education, including, but not limited fo, municipal aid and other aid Qrovi&ed
under sections 45-13-5.1, 45-13-12, 44-13-13, 44-34.1-2, 44-18-18.1, 44-18-36.1(b) and 42-63.1-

3
(2) Such failure shall be deemed fo be an event that threatens the fiscal well-being of the

municipalitv in which it is located. thus subjecting the municipafity to thg state’s powers urider

chapter 45-9; and
{3) The auditor general shall have the powger fo compel a performance audit in connettion

with such municipality, as provided under section 22-13-4.

45-65.1-8. Conflicts with pther laws. — Notwithstanding any general or special law to

the_contrary, unless otherwise specified. the provisions of this chapter shall supersede any

conflicting provisions of a local ordinance. collective bargaining agreement, interest arbitration

award or municipal charter.

LC02088 - Page 3 of 5



45-65.1-9. Severability, -- The holding of any section or sectigns or parts hereof to be R

void, ineffective, or uncopstitutional for any cause shall not be deemed fo affect any other section

or part hereof,

SECTION 2. This act shall take effect upon passage.

LC02088
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT

RELATING TO TOWNS AND CITIES - CRITICAL PLAN EMPOWERMENT ACT - .
MUNICIPAL PENSIONS

sedeske

This act would allow a municipality with a locaily administered pension which is in’ -
critical status, to suspend future benefit adjustments to retirees after certain findings are made.

This act would take effect upon passage.

LC02088
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STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2012

AN ACT

RELATING TO TOWNS AND CITIES - CRITICAL PLAN EMPOWERMENT ACT -
MUNICIPAL PENSIONS

Introduced By: Senators DaPonte, and Bates

Date Introduced: March 22, 2012

Referred To: Senate Finance

It is enacted by the General Assembly as follows:

SECTION 1. Titie 45 of the General Laws entitled "TOWNS AND CITIES" is'hei’ef)y SRR

amended by adding thereto the following chapter:
CHAPTER 65.1

CRITICAL PLAN EMPOWERMENT ACT

45-65.1-1. Short title, -- This chapter shall be known as and may be cited as the “Critical -

Plan Empowerment Act.”

45-65.1-2. Lepiskative findings. — {a) The general assembly finds arid dec!aré’s that:

(1) A significant portion of the unfunded liability for locally administered pension:plans,

in the aggregate, is attributable to benefits provided to emplovees who have already retired, and

security for all plan members: (if) The long-term viability of locally administered plans: and (i'iil E

Retirement benefit programs that offer adequate benefit levels to atiract ‘and retain_a highly

gualified workforce, administrators for locally administered plans must examine the b_éhéﬁt's't%:at MR

retirees currently receive under their plans.

(2 There is a subset of cities and towns whose financial situations are endangered -

specifically and disproportionately by the payment of benefit adjustments.

{3) In order to maintain the sovereipnty and fiscal stabilitv of as many municipalities as ™

possible, as well as safesuard the well-being, public safety, and welfare of the citizens of the state
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and their property. it is gssential that the state take immediate and proactive steps.

b) For the foregoine reasons, the geperal assembly expressly finds and declares that the :

critical_financial situation currently confronting certain Jocally administered plar_ls mmist be
addressed with all deliberate speed: each of the locally administered plans has unigue 'fehnu_'es;. ;

offers distinctive benefits, and is presented with its own opportunitizs and chaliengeé, snd their

administrators are in the best position to understand the financial condition of such plang and

choose the tools best suited to remediate them: and the enactment of this chapter is reasonable -

and necessary to achieve and protect the compelling public interests Histed herein.

45-65.1-3. Definitions. — As used in this chapter, the following terms shall have the -

following meanings:

{1} “Actuarial experience study” means a report provided by an actuary that includes &

recent discussion of plan experience, recommendations for actuarial assumptions and inethads, . -
and information about the actuarial impact of these recommendations on the liabilities and other
key actuarial measures,

{2) “Annual actuarial valuation study” means a valuation of a locally administered plan

completed by an actuary, and a certification based on that valuation indicating whether such plan

is or is not in critical status, on an annual basis.

(3) “Critical status™ means that, as determined by its agtuary, as of the beginning of the

plan vear, a plan’s funded percentage for such plan year is less than sixty petcent (60%).

(4) “Locally administered plan” or “plen” means any defined beénefit pension plan -

established by a_municipality for its emplovees, other than: (1) A plan that is pért of the -

employees’ retirement system of Rhode Island as defined in chaptér 36-8 or the municipal

employees’ retirement system of Rhode Island as defined in chapter 45-21: or ('i.i) A plan
established by a municipality that has filed for bankruptcy protectior pursuant to ch!apier@ of sitle

11.9f the United States code, a plan cstablished by a municipality for which a réc’cive'r has been

appointed pursuant to chapter 45-9,

€5) “Municipality” means any town or city i the state of Rhode Island, any city or'town © -

housing authority, fire, water. sewer district. regional school district or public building avithority *

as established by chapter [4 of title 37,

45.-65.1-4. Eligibility, -- In order for a locally administered plan in critical stafus.tg be

cligible for relief under this chapter, its municipal council shail have adopted an ‘ordinance -

assuming the provisions of this chapter, which ordinance shall be st_spbortéd by: (1) Numerical

data, including, but not limited to. its most recent actuarial experience study, its annual actuarial -

valuation studv, and its annual required contribution of the following plan year, both as reported

LC02068 - Page 2 of 5
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(pursuant to section 45-10-15) and as adjusted {demonstrating the financial value of sasg'ending' o
benefit adiustments, as_such term is used in section 45-21-52): (2) Findings demonstr'atin_g' that - :"

alternatives to suspending benefit adjustments have been considered —and/or | are being

implemented: and (3} A finding that the ordinance is reasonable and necéssary to tchiéve the

numicipality’s fiscal stability and protect its property, and the health, welfare and property of its

citizens.

45-65.1-5, Benefit_adjustment suspension, -~ Notwithstanding the provisions of any -

other statute. ordinance, inferest arbitration award, or collective bargaining asrcement to the g

contrary. a municipality in critical status shall ngt be reguired to provide benefit adju.étmehts,- i

pursuant to the provisions of this chapter. Onee the municipality is no longer in oritical status; it

shall resume providing cost of living adjustments, but such adiustments-shall_not txceed the

consumner price index for all urban consumers (CPI-U) as published by the Um;teci States L

department of labor statistics determined as of September 30 of the prior ealendar year until the - .

actuarial value of the focally administered plan’s assets is one hundred percefs | 100% ] of the

actuarial value of such plan’s lisbilities. using actuarial assumptions made by the actuary in good -

faith and in accordance with accepted actuarial standards.

45-65.1-6. Mandatory réeinvestment, — At least fifty percent (50%) of funds resulting

from benefit adjustments suspended pursuant to this chapter shall be reirivested exclusively to

increase a plan’s funded percentage. at least until the plan is no longer in critical status,

45-65.1-7. Failure to comply. — With respect to any municipaiig'that fails to comply
with section 45-65.1-4 or 45-65.1-6:

{1} The general freasurer is_authorized to withhold moneys due from the state for any’

purpose other than education, including, but not Himited to, municipal aid aid other aid provided o

under sections 45:13:3.1, 45:13-12, 44-13-13, 44-34.1-2, 44-18-18.1. 44-18-36.1(b) and 42-63.1- -

EH

£2) Such failure shall be deemed to be an event that threatens the fiscal weII-Beiné of the .-

municipality in which it is located, thus subjecting the municipality to the stats’s powers. undei

chapter 45-9; and

{3) The auditor general shall have the power to compel a performance audit in contiection -

with such municipality, as provided under section 22-13-4.

45-65.1-8. Conflicts with other laws. - Notwithstanding any general or special law o _. -

the contrary, unless otherwise specified. the provisions of this chapter shall supersede any -
conflicting provisions of a local ordinance, collective bargaining agxeemerki, interest arbigration

award or municipal charter.

LCO2068 - Page 3 of 5



45-65.1-9. Severability. -- The holding of any section or sections or parts hereof 1o bg ._ L

void, ineffective, or unconstitutional for any cause shall not be deemed to affect any other section - :

or part hereof.
SECTION 2. This act shall take effect upon passage.

LCo2068
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF
AN ACT

RELATING TO TOWNS AND CITIES - CRITICAL PLAN EMPOWERMENT ACT -
MUNICIPAL PENSIONS

FRE

This act would allow a municipality with a locally administered pension which jis in™ I

critical status, to suspend future benefit adjustments to retirees after certain findings are made.

This act would take effect upon passage.
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