
 
 

Study Commission 
February 13, 2012 

Minutes of the Meeting 
 
 

A Study Commission meeting was held in Room 313 of the State House, 82 Smith Street, Providence, 
Rhode Island on Monday, February 13, 2012. 
 
At 1:08 pm, Rosemary Booth Gallogly, Director of Revenue and Chairperson of the Commission 
called the meeting to order.   
 
Commission members present included Rosemary Booth Gallogly, Jean Bouchard, Paul Doughty, 
Allan Fung, Dennis Hoyle, J. Michael Lenihan, Richard Licht, Antonio Pires, Joseph Polisena, Steven 
St. Pierre, Mark Dingley representing Gina Raimondo, John Simmons and Angel Taveras.   
 
Members absent:  Bruce Keiser  
 
Others present included Susanne Greschner from the Division of Municipal Finance and members of 
the public. 
 
Agenda Item # 1 – Approval of Minutes from January 25, 2012 
 
Chairperson Booth Gallogly referred to the agenda for the meeting and, as such, stated that the first 
order of business was approval of the minutes from the Study Commission meeting held on January 
25, 2012.  She asked if the members had any additions or corrections to the draft minutes.  Mayor 
Polisena asked that his comment be clarified.  A motion was made by Mayor Fung to approve the 
meeting minutes as amended and was seconded by Antonio Pires.  The motion passed all in favor.  
Discussion - Mayor Polisena stated that the mayors, managers and town administrators have been 
pleading to get rid of some of the state mandates or at least make them enabling which would also, 
hopefully, boost the cities and towns economic survival. 
 
Agenda Item # 2 – Responsibilities of Study Commission 
 
Chairperson Booth Gallogly stated that this agenda item was an important part of the meeting and 
expressed her desire to reach a consensus as to what the Commission’s role is so that the Commission 
knows what its goals are and can set upcoming agendas accordingly.  Chairperson Booth Gallogly read 
Attachment B (see addendum) which is a summary of the current law as to the Commission’s 
responsibilities.  John Simmons, executive director for the Rhode Island Public Expenditure Council, 
stated that OPEB liability for cities and towns is greater than pension liability and should be explored.  
Chairperson Booth Gallogly stated that she believes that the overriding goal of the Study Commission 
is to make sure the plans are maintainable. 
 
Mayor Joseph Polisena from the City of Johnston asked if it was the will of the Commission to develop 
legislation or ideas and to submit them to the House and Senate by the end of this legislative session?  
Chairperson Booth Gallogly responded that she believes the first task of the Commission is to make 
sure that cities and towns are working on their Experience Study and Valuation which are due April 1, 
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2012.  She continued that the law states that cities and towns must present their Experience Study, 
Annual Valuation and the improvement plan to the Study Commission, however, the law is silent if the 
Study Commission approves the city and town’s plans or if they are simply submitted to the Study 
Commission.  Chairperson Booth Gallogly followed up her comments by asking the Commission, 
what is the role of the Study Commission if a city or town does not comply or not submit a plan?  She 
wondered what the Commission thought was in the best interest of the state – to give the Commission 
more of a role or to just evaluate what is submitted and present that to state leadership?  Mayor 
Polisena inquired if a change could be made to the legislation.  Chairperson Booth Gallogly believes 
the Commission could recommend changes but first wanted to hear from more members of the 
Commission as to whether or not they wanted the legislation to grant them more authority.  Mayor 
Angel Taveras from the City of Providence believes that the Commission’s role is as listed in bullet 
number two of Attachment B which states “make recommendations for the improved security and 
funding of locally-administered plans and OPEB” and all other responsibilities that relate to that point.  
Mayor Allan Fung from the City of Cranston echoed Mayor Taveras’ comment and added that he 
believes that the Commission’s true value would be to compile the data that comes in and use that as a 
basis to provide recommendations.  He suggested that the Commission be cautious about assuming any 
fiduciary responsibility over the plans.  Mr. Simmons commented that he agreed with the two mayors 
and believes the Commission should focus on timing, surface questions and public disclosure.  Mr. 
Pires noted that there are a number of nexuses with the Commission’s responsibilities and that it was 
important to remember that there is a mission and a mechanism.  Director of Administration, Richard 
Licht agreed with both Mayor Taveras’ and Mr. Pires’ points and added that the Commission had no 
statutory authority to change the plans, however if the plans are being submitted to the Commission he 
believes it is reasonable for the Commission to comment on them.  Mayor Fung replied that he is not 
sure the Commission should take any actions implying fiduciary control over these plans as that could 
lead to legal responsibilities that the Commission might not want.   
 
Most Commission members believe that the Commission’s main charge is to make recommendations 
for the improved security and funding of locally-administered plans and OPEB.  In addition, 
Chairperson Booth Gallogly suggested that perhaps the Commission could identify the key decision 
points that elected officials may have to deal with from a legislative perspective or identify reporting 
requirements that could be implemented to make sure the plans are being administered in a sound 
fiduciary manner.  Furthermore, once all of the studies have been received and reviewed the 
Commission might want to consider providing recommendations for a menu of options such as a 
pathway to the Municipal Employee Retirement System (MERS) or a pathway to remediation of a 
locally-administered plan or closed plans, etc.  Mr. Hoyle agreed with Director Licht and Chairperson 
Booth Gallogly that a menu of options would be a good solution.  Mayor Fung stated that he would be 
happy to use Cranston as a case study.  Mayor Polisena inquired if the Commission would be looking 
at every city and town on a case by case basis.  Director Booth Gallogly replied that it may be too 
burdensome given the number of plans.  However, maybe the Commission could bring in 3 or 4 
communities who represent different common threads with their actuaries.   
 
Steven St. Pierre mentioned that he was concerned about the Commission making generalized 
assumptions about all communities.  Therefore, he thought that the Commission should be look at the 
communities individually so that important details of the plans are not missed.  Chairperson Booth 
Gallogly stated that this could be time consuming so perhaps this could be done after the experience 
study has been submitted.  Mayor Polisena suggested bringing in 3 to 4 communities at a time and give 
them a time limit.  Director Licht suggested the possibility of bringing cities and towns in by group 
based on their situation, i.e. investment performance, benefits, funding, etc.  Jean Bouchard agreed 
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with bringing in all communities to let them have their say and describe their plans.  Mayor Polisena 
agreed with Ms. Bouchard since every community is different.  Mayor Fung indicated that he did not 
think there was enough time for the Commission to go through the nuances of every plan.  He believes 
one of the biggest cost drivers for many pension plans are COLAs which should be focused on.  Paul 
Doughty feels that it is important for the Commission to get uniform data in order to be sure it’s 
comparing apples to apples.  He also recommends having all communities come before the 
Commission because he believes it is important to know what happened historically in each 
community to cause the pension issues and to know who acted responsibly. Mr. Pires responded that 
the causes for the unfunded liability are many and numerous, i.e. past administrations who did not fund 
the pensions as well as they should have, very successful negotiating teams, high investment return 
assumed but not materialized, people are living longer, etc.  The main responsibility of the 
Commission should be to gather information, test the actuarial assumptions and provide the legislature 
with a list of possible solutions to consider.  Mayor Taveras echoed Mr. Pires comments and added 
that the Commission may want to speak to an actuary who could summarize the findings for the 
Commission.  He expects that the Commission will find that cities and towns are more similar than we 
think. 
 
Chairperson Booth Gallogly inquired as to what expertise the Commission members thought might be 
needed to assist the Commission.  Perhaps the Commission should consider putting out a Request For 
Proposal through the Department of Revenue for a local actuary so the Commission has some in-house 
expertise.  She would like to discuss this matter further at a future Commission meeting.  Director 
Licht thought it would be a good idea to have an actuary on call but also thought it would be helpful to 
first decide what data the Commission needs. 
 
Agenda item # 3 – Actuarial Valuation and Experience Study 
 
Chairperson Booth Gallogly referred to the Attachment C timeline put together by the Auditor 
General’s office (see addendum).  She asked Dennis Hoyle to review the timeline with Commission 
members so they could see how the April 1st deadline would affect cities and towns and so the Division 
of Municipal Finance can get some guidance out to the municipalities.   
 
Mayor Fung thanked Dennis Hoyle, for putting the timeline together because it exemplifies the 
challenges that many cities and towns face.  Mayor Fung asked the Rhode Island League of Cities and 
Towns to send a letter to cities and towns that are part of the League to see if this timeline was 
workable, 19 responded and of those 3-4 said they would be cutting it close and one community said it 
was going to have a challenge meeting the April 1st deadline because it has to go out for an RFP for an 
actuary because their RFP with their actuary had expired.  Chairperson Booth Gallogly stated that it 
was important to survey the cities and towns or to get a copy of the League’s survey.  However, she 
does not have the authority to change the April 1st deadline which has been set in statute.   
 
In addition, Chairperson Booth Gallogly noted that she put a call into one of the rating agencies, 
Moody’s Financial Services, to make sure the rating agencies understand what municipal governments 
are going to be doing and that there will be new data out there and increased transparency.  She intends 
to maintain communication between the Department of Revenue, the Office of the Auditor General 
and the rating agencies so that, hopefully, the rating agencies understand what the municipalities are 
going through and that there are no municipal downgrades because of this.  Mayor Fung was really 
glad to hear that Chairperson Booth Gallogly has been talking to the rating agencies as he said 
Moody’s has heavily focused on the pension and OPEB issues.   
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Chairperson Booth Gallogly stated that when the state did their reform there was a Nov. 14th letter that 
highlighted what the key changes were and the impact they had on the unfunded liability and annual 
required contribution (ARC) payment.  She believes that municipalities can use that letter as a guide.  
A letter could be viewed as acceptable in lieu of a full valuation report.  Mark Dingley of the General 
Treasurer’s office concurred. 
 
A motion was made by Mayor Polisena to support the timeline example provided in Attachment C.  
The motion was seconded by Mayor Fung.  The motion passed all in favor.   
 
Mayor Fung inquired of the Chairperson which valuation the state is going to pay for - the valuation 
due December 1st or April 1st?  The Chairperson responded that the state will pay for the valuation 
which was just completed providing a community completes its experience study and receives the 
letter which summarizes the data from re-running the data with the new assumptions. It is Mayor 
Fung’s understanding that an updated letter will only cost a few hundred dollars but the experience 
study will cost thousands of dollars.  Chairperson Booth Gallogly stated that it cost the state much 
more for the summarizing “letter”.  She requested that Mayor Fung confirm what the cost of a letter 
would be.  If, in fact, it is only a few hundred dollars then the Commission could request that the 
legislation be amended to pay for the Experience Study. 
 
Next, Chairperson Booth Gallogly asked the Commission members if they would like to consider 
getting the legislation (RIGL 45-10-15) changed.  Her suggested legislative amendment is underlined 
on Attachment D of the addendum.  Due to the deadline for introduction of new legislation it was 
decided that Chairperson Booth Gallogly would submit the proposed amended legislation on behalf of 
the Department of Revenue and the Study Commission could vote if they wanted to support it at a later 
date. 
 
Agenda Item # 4 – Critical Status Determination – Unique Local Circumstances 
 
The Chairperson asked the Acting Auditor General, Dennis Hoyle, to discuss unique local 
circumstances, specifically, closed pension plans.  The questions on Attachment E (see addendum) 
were reviewed.  In addition, Mr. Hoyle distributed two handouts to the Commission.  One provided 
information regarding locally-administered pension plans.  The other handout showed the difference 
between the annual required contribution and pay-as-you-go pension payments for an open pension 
plan from Providence and a closed pension plan from Cranston.  (See addendum.)  The goal to get to a 
60% funded ratio for closed plans could be very difficult.  Chairperson Booth Gallogly mentioned that 
if the Commission is going to provide guidance to communities who want to close their locally-
administered plans and use the pathway to MERS that the Commission should make sure that whatever 
it does for the currently closed plans applies equitably to any plans that close in the future.  How does 
the Commission make sure a closed plan has financial security?  Director Licht thought there may be 
some additional questions that the Commission should consider so as to not look at the closed plans in 
a vacuum as there are different types of employees - active and retired.  In addition, there are MERS 
and locally-administered plans.  If a community funds their MERS plan because they are required by 
law, but does not fund their locally-administered plan that raises a fairness issue from a public policy 
perspective as the community is treating its employees differently.   
 
Regarding the issue of fairness, Mark Dingley, representing General Treasurer Raimondo, added that 
the funded level is the funding that has been done for past services rendered so if a community 
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Attachment B 

 
Study Commission 
- Responsibilities - 

 
• Review existing legislation and pension plan administrative practices (R.I. Gen. Laws 

§45-64-8) 
 
• Make recommendations for the improved security and funding of locally-

administered plans and OPEB (R.I. Gen. Laws §45-64-8) 
 
• Begin the process of ensuring the sustainability of locally administered pension plans 

(R.I. Gen. Laws §45-64-3) 
 
• Advance and maintain the long-term stability of such plans (R.I. Gen. Laws §45-64-

3) 
 
• Maintain a viable and sustainable municipal public pension plan (§45-64-3) 

- preserving a level of pension benefits that is, over the long term, reasonable 
for current and retired municipal employees and affordable for taxpayers 

- avoiding significant and unanticipated retirement benefit reductions 
- maintaining investments in infrastructure and education on the estate and local 

levels in lieu of diverting critical resources to satisfy pension obligations 
- preventing the financial downgrade of municipalities by rating agencies as a 

result of unfunded pension obligations 
- encouraging rating agencies, in recognition of the state’s proactive approach 

toward financial discipline, to take positive credit actions on Rhode Island 
municipal bonds 

- creating a more stable and well-managed environment in Rhode Island to 
attract new businesses and maintain and expand existing businesses 

 
• The first step in ensuring the viability and sustainability of local pension plans is to 

get an accurate analysis of the current condition and fiscal health of the individual 
plan (R.I. Gen. Laws §45-65-3) 
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 July 1, 2011 December 31, 2011 February – March 2012 April 1, 2012 May 11, 2012 May 15, 2012 June 30, 2012 November 1, 2012 December 2012  

Final 
2013 

budget 
adopted 

Mayor submits 2013 
budget to Council (using 

the 7/1/2011 actuarial 
valuation or revised 

valuation incorporating 
exp. study results) 

Experience 
study and 

initial actuarial 
valuation due 
to the Pension 
Commission 

Attachment C - Timeline Example  
City has the option of using the existing valuation or revised valuation results based on the experience study for determining the ARC for inclusion in the 2013 budget; however, the revised valuation information (reflecting 
the changes, if any resulting from the experience study) would be disclosed in bond offering official statements and used for financial reporting purposes.  The ARC included in the 2014 budget should reflect the impact of 
the experience study, revised valuation and the adopted funding improvement plan.   

FY 
2012 
year-
end 

City must 
notify plan 

members and 
various state 
officials of 
plan critical 

status 

City must submit a 
reasonable 

alternative funding 
improvement plan 

(incorporating 
experience study 

and revised 
valuation results) to 

Pension 
Commission 

Actuarial valuation as 
of 7/1/12 (includes 

2014 ARC 
recommendation) 

may be completed & 
should incorporate 
alternative funding 

plan if adopted 

Actuarial valuation 
as of 7/1/2011 

(includes 2013 ARC 
recommendation) 

City issued 
financial 

statements for FY 
6/30/11 (using the 
7/1/2011 actuarial 

valuation for 
funded status) 

City approves the actuarial 
assumption changes, based 

on experience study, to 
incorporate in revised 

actuarial valuation 

Actuarial 
valuation as 
of 7/1/2011 
completed 

Actuarial valuation as 
of 7/1/12 (using 

revised assumptions) 

City issues 
financial 

statements for 
FY 6/30/12 
(using the 
7/1/2012 
actuarial 

valuation for 
funded status) 

A letter from the 
actuary (with interim 

updated financial 
disclosure results) is 

acceptable in lieu of a 
revised actuarial 

valuation 

Actuary delivers 
experience study, 

letter with updated 
financial disclosure 

results and/or updated 
actuarial valuation to 

the City 
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Attachment D 

 
Change in Statute - Suggested Language 

 
R.I. Gen. Laws §45-10-15 may be amended with the following language: 
 
“Compliance with requirements of "governmental accounting standards board (GASB)" 
pension funding. - For any audit year in which a municipality contributes materially less 
than 100% of the annual required contribution to its pension plan(s) as reported in 
accordance with GASB statement 27 or any successor statement, the municipality shall 
submit to the Auditor General and the Director of Revenue, within three (3) months of 
completion of the financial statement, the municipality's most recent actuarial study of 
the plan(s) and management's recommendations for assuring future payments equal to the 
annual pension cost (APC),” except that for FY 2012 and FY 2013 the municipality shall 
submit no later than November 1, 2012 management's recommendations for assuring 
future payments equal to the annual pension cost (APC). 
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Attachment E 

Unique Local Circumstances 
 
 
Should there be a different approach for closed plans? 

 
1. Is assessing funded status and striving to achieve a 60% or better funded ratio 

appropriate and achievable for closed plans? 
 
2. If there are to be separate rules, should they apply to preexisting “closed plans?” 

 
3. What is the appropriate determination of a “closed plan” (e.g., no new members 

and what percentage of active members?, must be less than a certain percentage)?  
 

4. What criteria should be used to determine when it is appropriate to fund a “closed 
plan” on a pay-go basis? 
 

5. Should funding for a “closed plan” require that the annual contribution amount at 
least equal the annual benefits paid? 
 

6. Should the expected benefit period (based on expected mortality) be less than a 
certain number of years (e.g., 30 years?) 

7. Should there be a minimum accumulation of assets in a pension trust to provide 
some security for members of a closed plan (e.g., 3 year of expected benefit 
payments when opting to fund the plan on a pay-go basis)? 

 
8. How do we avoid municipalities opting to close a plan to avoid funding the ARC 

that is determined actuarially? 
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