
Pension and OPEB Study Commission 
May 19, 2014 

Minutes of the Meeting 
 

A Study Commission meeting was held in the Senate Lounge of the State House, 82 Smith Street, 
Providence, Rhode Island on Monday, May 19, 2014. 

Rosemary Booth Gallogly, Director of Revenue and Chairperson of the Pension and OPEB Study 
Commission called the meeting to order at 10:20 AM. 

Commission members present:  Rosemary Booth Gallogly, Jean Bouchard, Dennis Hoyle, Antonio 
Pires, Joseph Polisena, Mark Dingley representing Gina Raimondo, John Simmons, Steven St. Pierre. 

Members absent:  Paul Doughty, Allan Fung, J. Michael Lenihan, Richard Licht, Angel Taveras, and 
there is a vacancy due to the retirement of the Jamestown Town Administrator. 

Others present:  Daniel Sherman, Actuary for the Pension and OPEB Study Commission and 
members of the public. 

Agenda Item #1 – Approval of Minutes from April 28, 2014 

Chairperson Booth Gallogly asked if the Commission members had any corrections, adjustments or 
additions to the draft minutes provided from the Study Commission meetings held on April 28, 2014.  
There were none.  Mayor Polisena, from the Town of Johnston made a motion to accept the minutes as 
written.  The motion was seconded by Mark Dingley, representing Gina Raimondo.  The motion 
passed all in favor. 
 
Agenda Item #2 – Recommendations to General Assembly–continued discussion – Attachment B 

Next on the agenda, the Chair referred to the draft of recommendations that the Commission might put 
forward to the General Assembly in the next session.  She indicated that the potential 
recommendations are balanced and include enforcement mechanisms that are important if a 
community does not comply with their plan.  The Chair would like to have some recommendations 
from the Commission next month so that legislation could then be drafted and presented to the General 
Assembly.  She welcomes any comments and/or suggestions from the Commission members.  

The Chair stated that the Commission is charged with making recommendations to the General 
Assembly.  Specifically, pursuant to R.I. General Laws §45-64-8 the Commission “shall review 
existing legislation and pension plan administrative practices and to make recommendations for the 
improved security and funding of locally-administered plan and other post-retirement benefit 
obligations of cities and towns.”  

The Chair referred to the guiding principles that would be reflected foremost is the need for sustainable 
government. There would be some commitment to intergenerational equity (not shifting costs to future 
generations and honoring promises to retired employees) balanced with cost control.  Steven St. Pierre, 
sergeant of the Bristol Police Department thought that the language “not shifting costs to future 
generations and honoring promises to retired employees” could be misinterpreted.  The Chair indicated 
that the language in question would be rewritten to clearly state that pension and OPEB obligations 
should be funded as they are earned.  Mark Dingley from the General Treasurer’s office (representing 
Gina Raimondo) suggested that the language be changed by eliminating “not” and indicate “to avoid 
shifting costs and to honor promises to retired employees.” Antonio Pires, director of administration 
for the City of Pawtucket, said that difficult decisions are being recommended in order for benefits to 
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be sustainable for future years.  He said it is a guiding principle and not necessarily going to be the 
outcome. John Simmons, executive director for the Rhode Island Public Expenditure Council (RIPEC), 
believes it would be short-sighted by the Commission to “not” think that there could be a possibility of 
re-addressing the Other Post Employment Benefits (OPEB) issues in the future.  Mr. Simmons said 
that payments should be made on the obligations; however it may have to be readdressed in the future.   
Mr. Pires thought that perhaps the structure could be similar to the State of Massachusetts.  Dan 
Sherman, Actuary for the Pension and OPEB Study Commission indicated that Massachusetts had 
made some changes in 2010-2011 that only affected new hires.  He said there had not been any benefit 
cutbacks to any existing employees or retirees.  Dennis Hoyle, State Auditor General suggested a 
guiding principle, and that is to ensure that guideline determinations are made consistent with sound 
financial, actuarial, and accounting principles.   

The Chair referred to the recommendation that the Commission amend R.I. General Law §45-65-8 to 
replace the study commission with an oversight board with the responsibility of overseeing all locally-
administered pension plans.  The membership of the local pension plan oversight committee could 
include the director of revenue or designee, auditor general or designee, executive director of the state 
retirement board, and two independent public members with expertise in finance, investments, 
accounting or actuarial expertise to be selected by other members of the oversight committee from a 
list of names provided by (RIPEC).  Mayor Polisena suggested adding some municipal chief executive 
officers and/or a representative from the Rhode Island League of Cities and Towns and representatives 
from the police, fire and Council 94 unions to the oversight committee.  He thought that the municipal 
chief executive officers should be selective from those who have locally-administered plans.  The 
Chair pointed out that most of the cities and towns would be included since they are involved with 
OPEB.  She said initially it would be focused on the communities with locally-administered pension 
plans.  Auditor General Hoyle stressed that the board would not be weighing in on the benefit 
structure.   Mr. Pires suggested keeping the committee small and that it is important to take the politics 
out of it.  Mr. St. Pierre agrees with the establishment of an oversight committee that includes both 
municipal and labor representatives.   Jean Bouchard, Municipal Vice President of AFSCME, Council 
94, also agreed; however she thought the oversight committee should be directed more towards the 
funding improvement plans (FIPs) as opposed to the committee being given the power to make 
changes without any feedback from the unions.  The Chair asked for suggestions as to who would 
make the recommendations for filling the positions on the oversight committee.  Mayor Polisena 
suggested a representative from the R.I. League of Cities and Towns or a representative from the 
Governor’s office.  Mr. Simmons agreed that the oversight committee should include representatives 
from the labor unions and the League of Cities and Towns, and he suggested that there be a 
representative from the treasurer’s office or designee as opposed to the administrator of the retirement 
system, and Mr. St. Pierre agreed.   The Chair suggested that the oversight committee include active 
and retired labor members from the various unions.  Mr. Pires, after discussion, now indicated the need 
to broaden the oversight committee, and he believes that it is important to have that perspective at the 
table.   

Next, the Chair referred to the authority and powers of the local pension plans oversight committee.  
She thought that the regulations would be promulgated similar to any other public regulations through 
open public hearings.  Another recommendation would be to require all local governments with 
defined benefit pension plan to formally adopt a funding policy, subject to approval by the oversight 
committee that provides for reasonable assurance that the cost of those benefits would be funded in an 
equitable and sustainable manner.  Mr. St. Pierre thought that there should be more specific language 
included in this recommendation.  Auditor General Hoyle said that this is somewhat of a by-product to 
the new GASB accounting standards.  He said that under the current standards, the accounting 
guidelines provide the parameters for a funding policy.  In the future it will only be accounting; 

Page 2 of 5 



therefore communities should adopt a funding policy.  Mr. St. Pierre’s concern is with the vague 
language of the recommendation (subject to approval by the oversight committee).  The Chair stressed 
that if the oversight committee’s role is to determine whether a community’s benefits are sustainable 
and the assumptions are reasonable, and added that it would not involve itself in the benefit structure.  
Mr. Sherman said that there needs to be reasonable assumptions, otherwise there will be cost shifting 
to the next generations.  He indicated that there are actuarial standards that dictate the meaning of 
reasonable.  Mr. Dingley thinks that the fundamentals are that “if there is a problem out there, you 
need to shine a bright light on it.”  He said that the Commission cannot dictate the benefit levels.  
However, he said the original legislation indicated that if a community did not adopt a FIP, notice 
would then be sent to every member of the plan, general assembly, and the municipal chief executive 
officer.  He believes that this sort of action has to be taken at a minimum.   

The Chair referred to the recommendation to review, approve, or disapprove funding improvement 
plan submissions for those plans that are in critical status (60%).  She referred to the ability to withhold 
state aid/require investment of pension funds by the State Investment Commission if based on certain 
criteria as listed in the proposed recommendations.  Mr. Dingley’s concern is with regards to the State 
Investment Commission, he thinks that it could be viewed as a reward by some of the plans.  He said 
that many of the plans are poorly funded with very poor cash flow.  Furthermore, if the investment of 
its assets are taken from a plan and moved over to the State Investment Commission, it could have a 
negative impact on the overall investments of the total funds.  Mr. Dingley said if there is a negative 
cash flow, then the fund will be liquidating more assets than it is investing, therefore it could have a 
negative impact. Furthermore, some of these plans are in such poor shape that if the community is not 
complying with their plan, then the plan is more likely to be in trouble in the future.  He pointed out by 
giving money to the State Investment Commission with a plan that the community cannot afford is 
more likely to end up in litigation, and then state pension funds would then be used to defend lawsuits 
against the plans.  He suggested that the Commission think about ways to mitigate those consequences.    
He suggested a separate fund could be set up for critically funds plans in an effort to manage that cash 
flow separately.  It might be an answer so that there is not a disadvantage to all the other plans.  The 
Chair inquired as to what can be done to make a community comply with their FIP.  Mr. Dingley said 
that under federal law, the multi-employers plans have certain criteria when they get into a certain 
zone.  He explained that there are actual obligations imposed by law which increases contributions, 
potentially lowering benefits, etc.  Mayor Polisena suggested that perhaps Mr. Sherman and the 
Division of Municipal Finance staff could provide the Commission with 3-4 options for consideration.  
The Chair replied that she would look into it.  She would like to have a plan that is put together that is 
balanced so that there is an incentive for both sides to make it work.  Mr. Dingley cautioned that both 
the charter rule and collective bargaining agreements would have to be considered when moving 
forward with a plan.   The Chair welcomes any suggestions, and they can be directed to Elaine 
Colarusso at Elaine.Colarusso@dor.ri.gov.  

Mr. Pires inquired if there was consideration to withhold state aid versus education aid.  The Chair 
indicated that education aid was considered; however the funding formula made it problematic.  Mayor 
Polisena commented that most mayors have no control over the school budgets.  

Mr. St. Pierre referred to the recommendation regarding the power to question and require 
modification of actuarial assumptions and methodology used in the valuation to ensure compliance 
with actuarial standards.  He believes that language should be added that states “if those assumptions 
are not consistent with the reasonably accepted practices” or some language that is similar to that.        

The Chair referred to the training recommendation.  Mr. Dingley indicated that the treasurer’s office 
conducts continuing education requirements for both the SIC and the retirement board, and that it 
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could be opened up for the municipal programs.  Mr. Sherman said that the State of Massachusetts has 
a standard for retirement board members that require training of 18 hours in a three year period.  
Mayor Polisena’s suggested that perhaps the required training be conducted immediately before the 
pension board meetings to make it more accommodating for the board members.  Mr. St. Pierre said 
that the training is the most important factor, and suggested establishing some firm standards on what 
training is necessary and then holding those individuals accountable to receiving that training.  

The Chair referred to the recommendation regarding the ability to receive complaints regarding 
pension fraud or other matters and refer to the appropriate investigative enforcement body.  She 
indicated that this would be a very difficult responsibility, and she is concerned about whether people 
would feel comfortable going to their own community with any issues.  Mr. Dingley cautioned about 
getting in the middle of something like this.  He said that provided it was first discussed with the state 
police to determine if they would be willing to entertain those complaints, he suggested setting forth 
the process in the event something was detected that the appropriate place would be directed to the 
state police or to the attorney general’s office.  The Chair indicated that research would be performed 
to determine who would be the appropriate investigative enforcement body, and then it would be 
specified.  Mr. Pires indicated that there is a civil division within the attorney general’s office that 
handles consumer affairs complaints.  He said part of the legislation could call for the establishment 
within the civil division or other unit within the attorney’s general’s office regarding pension fraud.  
Mayor Polisena believes that most people would feel more comfortable going to the state police or the 
attorney general’s office as opposed to the municipality.   

Mr. Simmons referred to the recommendation that the Division of Municipal Finance will provide staff 
support for this board, including but not limited to:  collect and analyze municipal date and make 
decisions based upon the principles described and best practices.  He inquired as to what decisions will 
be made.  The Chair indicated that this will be specified in the next draft.    

The Chair indicated that there needs to be some enforcement mechanisms with regard to ensuring the 
FIP implementation is on track. Mr. Simmons agreed that shining the light on the problem is a more 
appropriate approach as opposed to the enforcement mechanisms.  Mr. Pires commented that every 
active employee and retiree has the right to know if their annual requirement contribution (ARC) is not 
being fully funded.  The Chair agreed that shining the light is an important way to get people to work 
together.  In addition, the Retirement Security Act requires that notices be sent to individuals when the 
actuary determined that a plan was less than 60% funded. This was an important way to get people to 
realize that something needs to be done. 

The Chair referred to the recommendation to amend legislation related to collective bargaining 
changes and its fiscal impact statements to require that an actuary provide a statement with cost 
estimates.  She thought that it should also apply to those outside the unions when changes occur; 
therefore it should be broader to indicate any action.  Mr. St. Pierre inquired as to who pays the cost.  
The Chair indicated that it is the cities and towns.  Mayor Polisena commented that it is another 
unfunded mandate, and that is should be paid for by the State.  Mr. Dingley said a statement with cost 
estimates is to determine what the cost is as the change is being made, and that the State is not 
requiring a city or town to do something that should already be doing if they were utilizing good 
management practices.  Mr. Simmons agreed that if a community is not providing a statement with 
cost estimates, then they should be required to do so whether it is a funded mandate or not.   

Mr. Dingley referred to the recommendation to require the State Investment Commission to administer 
a program which invests assets of locally-administered pension plans or OPEB trust on a voluntary 
basis.  His recommendation is to request the State Investment Commission to make a recommendation.  
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He said there are already collectively invested OPEB trusts, and that he and Susanne Greschner, Chief 
of the Division of Municipal Finance, met with one in particular and indicated that their cost structure 
might even be significantly lower than the cost structure from an investment management fee and 
administration perspective than what they could do statewide. He suggested determining what the best 
practices are and then how to provide this service most efficiently to the local communities. 

The Chair referred to the recommendation that is to create an optional pathway to MERS that 
interested communities can follow. Auditor General Hoyle advocates that this should continue to be a 
recommendation. Mr. St. Pierre does not have an aversion of the recommendation; however he would 
add "voluntary'' be an additional option. 

Lastly, the Chair referred to the recommendation that would require a funding improvement plan for 
OPEB, similar to the FIP for pensions. The Chair believes that this needs to be part . of the 
recommendations; however she was uncertain of the level of priority at this time since it would be a 
longer range challenge. Mr. Dingley said that every year that OPEB is not funded, it is just "kicking 
the can down the road" with the liabilities accumulating. Auditor General Hoyle would like to see the 
Commission have a stronger recommendation to do something other than just replicating the FIPs for 
OPEB. He believes there is some efficiency if they try and take a different approach and it should be a 
strong recommendation. The Chair agrees that there is a great opportunity to set a path in motion in a 
structure that is efficient and makes sense. 

The Chair indicated that assuming there is some agreement on what the recommendations will be, she 
would like to provide any member of the Commission an opportunity to have descending views so that 
the general assembly can see all the points brought forward to them so that the recommendations are 
open and transparent. 

She indicated that follow-up will be made on the issues that the Commission had identified. 

Agenda Item #3 - Revised funding improvement plan guidelines 

Due to time constraints, the Commission will continue with Attachment Cat the next meeting on June 
30, 2014. 

Agenda Item #4 - Public comments 

A public comment was received from Michael Riley. 

A public comment was received from Ralph Ezovski, International Brotherhood of Police Officers. 

Agenda Item #5 - Adjourn 

Mayor Polisena made a motion to adjourn which was seconded by Mr. Pires. The meeting adjourned 
at 12:10 PM. 

PSC/sm 
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