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2013 -- H 5221

STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2013

AN ACT

RELATING TO PUBLIC OFFICERS AND EMPLOYEES - RETIREBRMNT BENEFITS

Introduced ByRepresentatives DeSimone, Slater, Guthrie, Johnatw Palumbo

Date IntroducedJanuary 31, 2013

Referred ToHouse Finance

It is enacted by the General Assembly as follows:
SECTION 1. Section 36-10-35 of the General Laws Ghapter 36-10 entitled
"Retirement System-Contributions and Benefits"dschy amended to read as follows:

36-10-35. Additional benefits payable to retired employees. -- (a) All state employees

and all beneficiaries of state employees receigimg service retirement or ordinary or accidental
disability retirement allowance pursuant to thevisions of this title on or before December 31,
1967, shall receive a cost of living retirementustinent equal to one and one-half percent
(1.5%) per year of the original retirement allowaneot compounded, for each calendar year the
retirement allowance has been in effect. For thpgres of computation, credit shall be given for
a full calendar year regardless of the effectivie @é the retirement allowance. This cost of living
adjustment shall be added to the amount of theeraéint allowance as of January 1, 1968, and an
additional one and one-half percent (1.5%) shakdded to the original retirement allowance in
each succeeding year during the month of Januadypeovided further, that this additional cost
of living increase shall be three percent (3%)tfa year beginning January 1, 1971, and each
year thereafter, through December 31, 1980. Nostatiding any of the above provisions, no
employee receiving any service retirement allowgnasuant to the provisions of this title on or
before December 31, 1967, or the employee's beasficshall receive any additional benefit
hereunder in an amount less than two hundred ddi&200) per year over the service retirement
allowance where the employee retired prior to Jgnia1958.

(b) All state employees and all beneficiaries ta#ftes employees retired on or after
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January 1, 1968, who are receiving any serviceeratint or ordinary or accidental disability
retirement allowance pursuant to the provisionthi title shall, on the first day of January next
following the third anniversary date of the retiemh receive a cost of living retirement
adjustment, in addition to his or her retirememdwahnce, in an amount equal to three percent
(3%) of the original retirement allowance. In eatitceeding year thereafter through December
31, 1980, during the month of January, the retirgradlowance shall be increased an additional
three percent (3%) of the original retirement alhmee, not compounded, to be continued during
the lifetime of the employee or beneficiary. Fag flurposes of computation, credit shall be given
for a full calendar year regardless of the effextiate of the service retirement allowance.

(c) (1) Beginning on January 1, 1981, for all statmployees and beneficiaries of the
state employees receiving any service retiremethtadirstate employees, and all beneficiaries of
state employees, who have completed at least @ny€hrs of contributory service on or before
July 1, 2005 pursuant to the provisions of thisptéa and for all state employees, and all
beneficiaries of state employees who receive abilitsa retirement allowance pursuant to
sections 36-10-12 -- 36-10-15, the cost of lividguatment shall be computed and paid at the rate
of three percent (3%) of the original retiremeniowbnce or the retirement allowance as
computed in accordance with section 36-10-35.1,pmamded annually from the year for which
the cost of living adjustment was determined tgphgable by the retirement board pursuant to
the provisions of subsection (a) or (b) of thist®ec Such cost of living adjustments are
available to members who retire before October0092or are eligible to retire as of September
30, 2009.

(2) The provisions of this subsection shall benge@ to apply prospectively only and no
retroactive payment shall be made.

(3) The retirement allowance of all state empleyesmd all beneficiaries of state
employees who have not completed at least teny@@)s of contributory service on or before
July 1, 2005 or were not eligible to retire as ep@mber 30, 2009, shall, on the month following
the third anniversary date of retirement, and @nrtionth following the anniversary date of each
succeeding year be adjusted and computed by nyittiplthe retirement allowance by three
percent (3%) or the percentage of increase in tres@mer Price Index for all Urban Consumers
(CPI-U) as published by the United States DepartnoénLabor Statistics determined as of
September 30 of the prior calendar year, whichevégss; the cost of living adjustment shall be
compounded annually from the year for which thet agsliving adjustment was determined
payable by the retirement board; provided, thatadjustment shall cause any retirement

allowance to be decreased from the retirement alhoe provided immediately before such

LCO00675 - Page 2 of 8



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

adjustment.

(d) For state employees not eligible to retirearcordance with this chapter as of
September 30, 2009 and not eligible upon passagigisofrticle, and for their beneficiaries, the
cost of living adjustment described in subsecti®napove shall only apply to the first thirty-five
thousand dollars ($35,000) of retirement allowamugexed annually, and shall commence upon
the third (3rd) anniversary of the date of retireter when the retiree reaches age sixty-five
(65), whichever is later. The thirty-five thousashallar ($35,000) limit shall increase annually by
the percentage increase in the Consumer Price Ifoleall Urban Consumers (CPI-U) as
published by the United States Department of L&iatistics determined as of September 30 of
the prior calendar year or three percent (3%), dwer is less. The first thirty-five thousand
dollars ($35,000) of retirement allowance, as imdgxshall be multiplied by the percentage of
increase in the Consumer Price Index for all Urkkamsumers (CPI-U) as published by the
United States Department of Labor Statistics detethas of September 30 of the prior calendar
year or three percent (3%), whichever is lesshemtonth following the anniversary date of each
succeeding year. For state employees eligibleti@ras of September 30, 2009 or eligible upon
passage of this article, and for their beneficgribe provisions of this subsection (d) shall not
apply.

(e) All legislators and all beneficiaries of Idgiers who are receiving a retirement
allowance pursuant to the provisions of sectiori@&.1 for a period of three (3) or more years,
shall, commencing January 1, 1982, receive a ddstiiog retirement adjustment, in addition to
a retirement allowance, in an amount equal to thpeeent (3%) of the original retirement
allowance. In each succeeding year thereafter gluitie month of January, the retirement
allowance shall be increased an additional threeeme (3%) of the original retirement
allowance, compounded annually, to be continuednduthe lifetime of the legislator or
beneficiary. For the purposes of computation, ¢retall be given for a full calendar year
regardless of the effective date of the servidearaent allowance.

(f) The provisions of sections 45-13-7 -- 45-13shall not apply to this section.

(9) (1) Notwithstanding the prior paragraphs db teection, and subject to paragraph
(9)(2) below, for all present and former employeedive and retired members, and beneficiaries
receiving any retirement, disability or death alémwe or benefit of any kind, the annual benefit
adjustment provided in any calendar year undergbdion shall be equal to (A) multiplied by
(B) where (A) is equal to the percentage determibgdsubtracting five and one-half percent
(5.5%) (the "subtrahend") from the Five-Year Averagvestment Return of the retirement

system determined as of the last day of the plam peeceding the calendar year in which the
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adjustment is granted, said percentage not to dxfme percent (4%) and not to be less than
zero percent (0%), and (B) is equal to the lesE#neomember's retirement allowance or the first
twenty-five thousand dollars ($25,000) of retiremetiowance, such twenty-five thousand
dollars ($25,000) amount to be indexed annuallyhim same percentage as determined under
(9)(1)(A) above. The "Five-Year Average Investm&sturn" shall mean the average of the
investment returns of the most recent five (5) plaars as determined by the retirement board.
Subject to paragraph (g)(2) below, the benefit stdp@nt provided by this paragraph shall
commence upon the third (3rd) anniversary of thie dd retirement or the date on which the
retiree reaches his or her Social Security retirénage, whichever is later. In the event the
retirement board adjusts the actuarially assumetafareturn for the system, either upward or
downward, the subtrahend shall be adjusted eitard or downward in the same amount.

(2) Except as provided in paragraph (g)(3), theefieadjustments under this section for
any plan year shall be suspended in their entitgthiess the GASB Funded Ratio of the
Employees' Retirement System of Rhode Island, tidécidl Retirement Benefits Trust and the
State Police Retirement Benefits Trust, calculdtgdhe system's actuary on an aggregate basis,
exceeds eighty percent (80%) in which event theefieadjustment will be reinstated for all
members for such plan year.

In determining whether a funding level under thisagraph (g)(2) has been achieved,
the actuary shall calculate the funding percentdter taking into account the reinstatement of
any current or future benefit adjustment provideder this section. "GASB Funded Ratio" shall
mean the ratio of the actuarial value of assetsd@ctuarial accrued liability.

(3) Notwithstanding paragraph (g)(2), in eachfiifan year commencing after June 30,
2012 commencing with the plan year ending June€307, and subsequently at intervals of five
plan years, a benefit adjustment shall be caladilatel made in accordance with paragraph (g)(1)
above until the GASB Funded Ratio of the Employ&etirement System of Rhode Island, the
Judicial Retirement Benefits Trust and the Static®d&Retirement Benefits Trust, calculated by
the system's actuary on an aggregate basis, exergatg percent (80%).

(4) Notwithstanding any other provision of thisapker, the provisions of this paragraph
(g) of section 36-10-35 shall become effective July2012 and shall apply to any benefit
adjustment not granted on or prior to June 30, 2012

(5) Notwithstanding subdivisions (g)(1), (9)(2),)@), and (g)(4), the annual benefit

adjustment shall be calculated and made in accoedarth subdivisions (c)(3) and (d)(1) for all

members whose annual retirement allowance is below one hundred fifty percent (150%) of

the federal poverty level. In order to receive #mual benefit adjustment, the retiree must
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provide a certified earnings statement that prdfaeg annual income from the defined benefit

plan(s) is one hundred fifty percent (150%) beltw federal poverty level to the retirement

system.

SECTION 2. Section 45-21-52 of the General Laws Ghapter 45-21 entitled
"Retirement of Municipal Employees" is hereby anehtb read as follows:

45-21-52. Automatic _increase in_service retirement allowance. -- (a) The local

legislative bodies of the cities and towns may medtéo their respective employees automatic
adjustment increases in their service retiremdotvainces, by a resolution accepting any of the
plans described in this section:

(1) Plan A. - All employees and beneficiaries lobde employees receiving a service
retirement or disability retirement allowance untter provisions of this chapter on December 31
of the year their city or town accepts this secti@eeive a cost of living adjustment equal to one
and one-half percent (1 1/2%) per year of the pabietirement allowance, not compounded, for
each calendar year the retirement allowance has ineeffect. This cost of living adjustment is
added to the amount of the retirement allowancefakanuary 1 following acceptance of this
provision, and an additional one and one-half per¢e 1/2%) is added to the original retirement
allowance in each succeeding year during the mohthanuary, and provided, further, that this
additional cost of living increase is three perc@it) for the year beginning January 1 of the
year the plan is accepted and each succeeding year.

(2) Plan B. - All employees and beneficiarieshaisde employees receiving a retirement
allowance under the provisions of this chapter atddnber 31 of the year their municipality
accepts this section, receive a cost of living sipent equal to three percent (3%) of their
original retirement allowance. This adjustmentdded to the amount of the retirement allowance
as of January 1 following acceptance of this piowisand an additional three percent (3%) of the
original retirement allowance, not compounded,aggble in each succeeding year in the month
of January.

(3) Plan C. - All employees and beneficiarieshafse employees who retire on or after
January 1 of the year following acceptance of #g@éstion, on the first day of January next
following the date of the retirement, receive ataufsliving adjustment in an amount equal to
three percent (3%) of the original retirement athoae.

(b) In each succeeding year in the month of Januidwe retirement allowance is
increased an additional three percent (3%) of tiggnal retirement allowance, not compounded.

(c) (1) Notwithstanding any other paragraphs @ gection, and subject to paragraph

(c)(2) below, for all present and former employeedive and retired members, and beneficiaries
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receiving any retirement, disability or death aldmee or benefit of any kind by reason of
adoption of this section by their employer, thewalbenefit adjustment provided in any calendar
year under this section shall be equal to (A) mu&d by (B) where (A) is equal to the
percentage determined by subtracting five and aiegercent (5.5%) (the "subtrahend") from
the Five-Year Average Investment Return of theegmient system determined as of the last day
of the plan year preceding the calendar year irclwkiie adjustment is granted, said percentage
not to exceed four percent (4%) and not to betless zero percent (0%), and (B) is equal to the
lesser of the member's retirement allowance ofitsietwenty-five thousand dollars ($25,000) of
retirement allowance, such twenty-five thousandade|($25,000) amount to be indexed annually
in the same percentage as determined under (c)(ajf@ve. The "Five-Year Average Investment
Return" shall mean the average of the investméutre of the most recent five (5) plan years as
determined by the retirement board. Subject tograph (c)(2) below, the benefit adjustment
provided by this paragraph shall commence uponthire (3rd) anniversary of the date of
retirement or the date on which the retiree reathesor her Social Security retirement age,
whichever is later; or for municipal police andefiretiring under the provisions of chapter 45-
21.2, the benefit adjustment provided by this palg shall commence on the later of the third
(3rd) anniversary of the date of retirement ordhaé& on which the retiree reaches age fifty-five
(55). In the event the retirement board adjustsattiarially assumed rate of return for the
system, either upward or downward, the subtrahbatl e adjusted either upward or downward
in the same amount.

(2) Except as provided in paragraph (c)(3) theeliemadjustments provided under this
section for any plan year shall be suspended in émirety for each municipal plan within the
municipal employees retirement system unless th&igipal plan is determined to be funded at a
GASB Funded Ratio equal to or greater than eiglgycgnt (80%) as of the end of the
immediately preceding plan year in accordance With retirement system's actuarial valuation
report as prepared by the system's actuary, in hwkigent the benefit adjustment will be
reinstated for all members for such plan year.

In determining whether a funding level under thésagraph (c)(2) has been achieved,
the actuary shall calculate the funding percentdtgr taking into account the reinstatement of
any current or future benefit adjustment providedar this section. "GASB Funded Ratio" shall
mean the ratio of the actuarial value of assetsd@ctuarial accrued liability.

(3) Notwithstanding paragraph (c)(2), for each roipal plan that has a GASB Funded
Ratio of less than eighty percent (80%) as of Bhe2012, in each fifth plan year commencing

after June 30, 2012 commencing with the plan yeding June 30, 2017, and subsequently at
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with paragraph (c)(1) above until the municipalfdaGASB Funded Ratio exceeds eighty
percent (80%).

(d) Upon acceptance of any of the plans in thisi@e, each employee shall on January 1
next succeeding the acceptance, contribute by nefasadary deductions, pursuant to section 45-
21-41, one percent (1%) of the employee's compemsabncurrently with and in addition to
contributions otherwise being made to the retirersgstem.

(e) The city or town shall make any additional tcimutions to the system, pursuant to
the terms of section 45-21-42, for the paymentyflzenefits provided by this section.

(f) The East Greenwich town council shall be abo\vto accept Plan C of section 45-21-
52(a)(3) for all employees of the town of East @Gegeh who either, pursuant to contract
negotiations, bargain for Plan C, or who are noimmuemployees who are provided with Plan C
and who shall all collectively be referred to ag tiMunicipal-COLA Group" and shall be
separate from all other employees of the town amda department, union or non-union, who
are in the same pension group but have not beeregr&lan C benefits. Upon acceptance by the
town council, benefits in accordance with this mecshall be available to all such employees
who retire on or after January 1, 2003.

(9) Notwithstanding subdivision (c)(2), the annbehefit adjustment shall be calculated

and made in accordance with subdivision (c)(1) &ir members whose annual retirement

allowance is at or below one hundred fifty perdd@®0%) of the federal poverty level. In order to

receive the annual benefit adjustment the retirastmprovide a certified earnings statement that

proves their annual income from the defined bemméin(s) is one hundred fifty percent (150%)

below the federal poverty level to the retiremestsm.

SECTION 3. This act shall take effect upon passage.
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT

RELATING TO PUBLIC OFFICERS AND EMPLOYEES - RETIREMNT BENEFITS

*%k%k

This act would restore cost of living adjustments fetired state and municipal
employees if their annual retirement allowance igrdelow one hundred fifty percent (150%) of
the federal poverty level.

This act would take effect upon passage.
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