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2013 -- H 5545

STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2013

AN ACT

RELATING TO TOWNS AND CITIES - BUDGET COMMISSIONS

Introduced ByRepresentatives Phillips, Silva, Casey, Corvese Guthrie

Date IntroducedFebruary 14, 2013

Referred ToHouse Finance

It is enacted by the General Assembly as follows:
SECTION 1. Sections 45-9-3, 45-9-6, 45-9-7 and 4®9of the General Laws in
Chapter 45-9 entitled "Budget Commissions" are lyesemended to read as follows:

45-9-3. Appointment and duties of fiscal overseer: (a) Upon joint request by a city's

or town's elected chief executive officer and atytown council, which request is approved by
the division of municipal finance and the auditengral, or in absence of such a request, in the
event that the director of revenue, in consultatigth the auditor general, makes any two (2) or
more of the findings set forth in subsection (le director of revenue may appoint a fiscal
overseer for the city or town to assess the abilitthe city or town government to manage the
city's or town's fiscal challenges.

(b) The director of revenue may appoint a fisoareeer if the director finds in his or
her sole discretion that any two (2) of the follogrievents have occurred which are of such a
magnitude that they threaten the fiscal well-beifighe city or town, diminishing the city or
town's ability to provide for the public safetywelfare of the citizens of the city or town:

(1) The city or town projects a deficit in the nipal budget in the current fiscal year
and again in the upcoming fiscal year;

(2) The city or town has not filed its audits withe auditor general by the deadlines
required by law for two (2) successive fiscal ye@rst including extensions authorized by the
auditor general);

(3) The city or town has been downgraded by orth@ihationally recognized statistical
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rating organizations;

(4) The city or town is otherwise unable to obtaatess to credit markets on reasonable
terms in the sole judgment of the director of rexgen

(5) The city or town does not promptly respondréquests made by the director of
revenue, or the auditor general, or the chairparsdthe house and/or senate finance committees
for financial information and operating data neaegto assess the fiscal condition of the city or
town in the sole judgment of the director of revenu

(c) The director of revenue may also appoint eafi®verseer if a city or town fails to
comply with the requirements of sections 45-12-2245-12-22.5 of the general laws.

(d) The fiscal overseer shall without limitation:

(1) Recommend to the elected chief executive efficity or town council and school
committee sound fiscal policies for implementation;

(2) Supervise all financial services and actigitie

(3) Advise the assessors, director of financg,@ittown treasurer, purchasing agent and
employees performing similar duties but with diffet titles;

(4) Provide assistance in all matters relateduainipal financial affairs;

(5) Assist in development and preparation of thenigipal budget, all department
budgets and spending plans;

(6) Review all proposed contracts and obligations;

(7) Monitor the expenditures of all funds;

(8) Approve the annual or supplemental municipaldets of the city or town and all of
its departments; and

(9) Report monthly to the director of revenue, dhelitor general, the governor and the
chairpersons of the house finance and senate Bnemmmittees on the progress made towards
reducing the municipality's deficit and otherwiseiming fiscal stability.

(e) All department budgets and requests for mpaicibudget transfers shall be

submitted to the fiscal overseer for review andrapgl.

fg) (f) Within one hundred twenty (120) days of being apieal by the director of
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revenue, the fiscal overseer shall develop a t{8egear operating and capital financial plan to
achieve fiscal stability in the city or town. Th&p shall include a preliminary analysis of the
city's or town's financial situation and the fiscalerseer's initial recommendations to
immediately begin to address the city's or townperating and structural deficits. The fiscal
overseer shall have the power to compel operatigeaformance or forensic audits, or any other
similar assessments. The fiscal overseer shall tie/power, at the expense of the city or town,
to employ, retain, supervise such managerial, pead@al and clerical staff as are necessary to
carry out the responsibility of fiscal overseelhjeat to the approval of the division of municipal
finance; provided, however, that the fiscal oversdall not be subject to chapter 37-2 or chapter
45-55 of the general laws in employing such staff.

45-9-6. Composition of budget commission. {a) If a budget commission is established

under section 45-9-5 or section 45-12-22.7, it Isbahsist of five (5) members: three (3) of
whom shall be designees of the director of revene, of whom shall be the elected chief
executive officer of the city and one of whom slolthe president of the city or town council. In
cities or towns in which the elected chief exeautofficer for purposes of this chapter is the
president of the city or town council, one membulisbe the appointed city or town manager or
town administrator (or, if none, the city or townief financial officer) as the fifth (5th) member.
The budget commission shall act by a majority \aftall its members. The budget commission
shall initiate and assure the implementation ofraeppate measures to secure the financial
stability of the city or town. The budget commissi&ghall continue in existence until the director
of revenue abolishes it.

The budget commission shall be subject to che§ie? of the general laws, "Access to
Public Records," and chapter 36-14 of the genemals] "Code of Ethics". The budget
commission shall be subject to chapter 42-46 ofydreeral laws "Open Meetings" when meeting
to take action on the following matters:

(1) Levy and assessment of taxes;

(2) Rulemaking or suspension of rules;

(3) Adoption of a municipal budget;

(4) Approval of collective bargaining agreementsd aamendments to collective
bargaining agreements; and

(5) Making a determination under section 45-9-attthe powers of the budget
commission are insufficient to restore fiscal dtgbio the city or town.

(b) Action by the budget commission under thispteashall constitute action by the

city or town for all purposes under the generaldauwnder any special law and under the city or
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town charter.

(c) Until the budget commission ceases to exisi, appropriation, borrowing
authorization, transfer, or other municipal spegdauthority shall take effect until approved by
the budget commission. The budget commission sigdkove all appropriations, borrowing
authorizations, transfers and other municipal spgnduthorizations, in whole or part.

(d) In addition to the authority and powers corddrelsewhere in this chapter, and
notwithstanding any city or town charter provismmnlocal ordinance to the contrary, the budget
commission shall have the power to:

(1) Amend, formulate and execute the annual mpaicbudget and supplemental
municipal budgets of the city or town, includingethstablishment, increase or decrease of any
appropriations and spending authority for all dapents, budget commissions, committees,
agencies or other units of the city or town; preddhowever, that notwithstanding sections 16-2-
9 and 16-2-18 of the general laws, this clause $hid apply to the school department and all
school spending purposes;

(2) Implement and maintain uniform budget guidetinand procedures for all
departments;

(3) Amend, formulate and execute capital budgetduding to amend any borrowing
authorization, or finance or refinance any deldonordance with the law;

(4) Amortize operational deficits in an amounttlas director of revenue approves and
for a term not longer than five (5) years;

(5) Develop and maintain a uniform system forfialncial planning and operations in
all departments, offices, boards, commissions, citi®es, agencies or other units of the city's or
town's government;

(6) Review and approve or disapprove all propasedracts for goods or services;

(7) Notwithstanding any general or special lawthie contrary, establish, increase or
decrease any fee, rate or charge, for any serlic@nse, permit or other municipal activity,
otherwise within the authority of the city or town;

(8) Appoint, remove, supervise and control af eihd town employees and have control
over all personnel matters other than disciplimagtters; provided, that the budget commission
shall hold all existing powers to hire and fire asat the terms and conditions of employment
held by other employees or officers of the city town; provided, further, that the budget
commission shall have the authority to exercisgaiWers otherwise available to a municipality
regarding contractual obligations during a fiscaleegency; provided, further, that no city or

town employee or officer shall hire, fire, transteralter the compensation or benefits of a city or
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town employee except with the written approvalh&f budget commission; and provided, further,
that the budget commission may delegate or otheragsign these powers with the approval of
the director of revenue;

(9) Alter or eliminate the compensation and/ordjs of elected officials of the city or
town to reflect the fiscal emergency and changeshe responsibilities of the officials as
provided by this chapter;

(10) Employ, retain and supervise such managemnafessional and clerical staff as are
necessary to carry out its responsibilities; predidhowever, that such employment, retention
and supervisory decisions are subject to the appithe director of revenue; provided, further,
that the budget commission shall not be subjechtipter 37-2 or chapter 45-55 of the general
laws in employing such staff; provided, furthemttthe budget commission, with the approval of

the director of revenue, shall have authority tbthe compensation, terms and conditions of

employment of its own stafprevided.—furtherthat-the city-or-town-shall-aaly-appropriate

(11) Reorganize, consolidate or abolish departsjaz@mmissions, authorities, boards,

offices or functions of the city or town, in wholer in part, and to establish such new
departments, commissions, authorities, boards;asffor functions as it deems necessary, and to
transfer the duties, powers, functions and appatipris of one department, commission, board,
office or other unit to another department, comiuiss authority, board or office and in
connection therewith remove and appoint new memb®rany such commission, authority,
board or department which appointees shall semadmainder of any unexpired term of their
predecessor;

(12) Appoint, in consultation with the director k#venue, persons to fill vacancies on
any authority, board, committee, department orceffi

(13) Sell, lease or otherwise transfer real prigpand other assets of the city or town
with the approval of the director of revenue;

(14) Purchase, lease or otherwise acquire propergher assets on behalf of the city or
town with the approval of the director of revenue;

(15) Enter into contracts, including, but not lied to, contracts with other governmental

entities, and such other governmental entitiehareby authorized to enter into such contracts;
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(16) Adopt rules and regulations governing therafyen and administration of the city
or town which permit the budget commission to dffedy carry out this chapter under
subsection 42-35-3(b) of the general laws;

(17) Alter or rescind any action or decision off anunicipal officer, employee, board,
authority or commission within fourteen (14) daytela receipt of notice of such action or
decision;

(18) Suspend, in consultation with the directorefenue any rules and regulations of
the city or town;

(19) Notwithstanding any other general law, speatd, charter provision or ordinance,
and in conformity with the reserved powers of tlemneyal assembly pursuant to Article XIllI,
section 5 of the Constitution of the state, a btidgenmission is authorized to issue bonds, notes
or certificates of indebtedness to fund the deb€ia city or town without regard to section 45-
12-22.4 of the general laws, to fund cash flow &mdinance capital projects. Bonds, notes or
certificates of indebtedness issued under autharfityhis chapter shall be general obligation
bonds backed by the full faith and credit and tgypower of the city or town; provided, however,
that the budget commission may pledge future Bigtions of state aid for the purpose of retiring
such bonds, notes or certificates of indebtedniésany state aid is so pledged, the budget
commission shall execute on behalf of the cityosvrt a trust agreement with a corporate trustee,
which may be any bank or trust company having th&gus of a trust company within the state,
and any state aid so pledged shall be paid bye¢hergl treasurer directly to the trustee to be held
in trust and applied to the payment of principal arterest on such bonds, notes or certificates of
indebtedness; any earnings derived from the invastrof such pledged aid shall be applied as
needed to the payment of that principal and intemad for trustee's fees and related expenses,
with any excess to be paid to the city or town. @gnnotes or certificates of indebtedness
authorized under authority of this chapter shallekecuted on behalf of the city or town by a
member of the commission and, except as providednfehis chapter, may be subject to the
provisions of chapter 45-12 of the general law$as@s apt, or may be subject to the provisions
of any special bond act enacted authorizing theaisse of bonds of a city or town so far as apt,
provided, however that any bonds or notes issuegddibool purposes must be approved by the
general assembly in order to qualify for school diog aid as set forth in chapter 16-7 of the
general laws; and

(20) Exercise all powers under the general lavgsthis chapter or any special act, any
charter provision or ordinance that any electeitiaff of the city or town may exercise, acting

separately or jointly; provided, however, that wiélspect to any such exercise of powers by the
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budget commission, the elected officials shall resticind or take any action contrary to such
action by the budget commission so long as the éutigmmission continues to exist.

(21) Certify to the Rhode Island department ofraie the need to advance payments of
the state's basic education program under chapiktitfe 16 of the Rhode Island general laws in
the amount determined by the budget commissiord &aiount shall be advanced, subject to
approval of the director of the department of resemotwithstanding any general or public law
to the contrary. The director of the departmentesfenue shall provide notice of any advance
payments to the fiscal advisors of the house andtsefinance committees. The state general
treasurer shall deduct the estimated cost to tite'stgeneral fund resulting from any advance
payments.

45-9-7. Appointment of receiver. -4f the budget commission established by section 45

9-5 concludes that its powers are insufficientastore fiscal stability to the city or town, it dha
so notify the director of revenue, and shall fomver the director of revenue a statement of the
reasons why it has been unable to restore fisahllisy to the city or town. Upon receipt of such
statement, the director of revenue shall termirtaie existence of the budget commission,
notwithstanding section 45-9-5, and the directoreeEnue shall appoint a receiver for the city or
town for a period as the director of revenue magmeine. The director of revenue may, at any
time, and without cause, remove the receiver angoiap a successor, or terminate the
receivership.

(b) The receiver shall have the following powers:

(1) All powers of the fiscal overseer and budgahmission under sections 45-9-2 and
45-9-6. Such powers shall remain through the pesfathy receivership;

(2) The power to exercise any function or poweay municipal officer or employee,
board, authority or commission, whether electedtherwise relating to or impacting the fiscal
stability of the city or town including, withouttiitation, school and zoning matters; and

(3) The power to file a petition in the name of tity or town under Chapter 9 of Title
11 of the United States Code, and to act on tlyss @t town's behalf in any such proceeding.

(c) Upon the appointment of a receiver, the reareshall have the right to exercise the
powers of the elected officials under the genearais| special laws and the city or town charter
and ordinances relating to or impacting the figtability of the city or town including, without
limitation, school and zoning matters; providedtHer, that the powers of the receiver shall be
superior to and supersede the powers of the elettiethls of the city or town shall continue to
be elected in accordance with the city or town twaand shall serve in an advisory capacity to

the receiver. The receiver shall allow the cityls town's elected officials to serve their
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constituents by providing advice to the receivetl@matters relating to the operation of the city
or town. In the event a conflict arises betweendhief elected official or city or town council
and the receiver, the receiver's decision shallgikeThe director of revenue shall determine the
salary of the receiver, which salary shall be p&ybly thecity-ortownstate

45-9-10. Appointment of administration and financeofficer upon abolition of fiscal

overseer, budget commission or receiver. {a) Notwithstanding any general or special law or

city or town ordinance to the contrary, this sattghall apply upon abolition of the fiscal
overseer or a budget commission or a receiver leftad under this chapter, upon a
determination, in writing, by the director of rewenthat the financial condition of the city or
town has improved to a level such that a fiscareser, a budget commission or a receiver is no
longer needed.

(b) For a period of five (5) years after the atmh of a fiscal overseer, or a budget
commission or a receiver in any city or town, thehall be in the city or town a department of
administration and finance which shall be respdasfbr the overall budgetary and financial
administration of the city or town. The departmsinall be under the direction and control of the
officer appointed pursuant to subsection (c) beldhe officer shall report to and be under the
charge and direction of the elected chief executifieer. Nothing in this section shall abrogate
the powers and duties of the school committee urmagr general or special law, except as
specifically provided in this section.

Whenever the term "department of finance" or 'liiceadepartment" appears in a general
or special law or an ordinance, regulation, comtoa®ther document with reference to the city or
town, it shall mean the department of administramd finance of the city or town. Whenever
the term "chief financial officer", "director ofrfance", "financial director" or "treasurer" appears
in a general or special law or an ordinance, reéguiacontract or other document with reference
to the city or town, it shall mean the officer bétcity or town.

(c) The elected chief executive officer shall d@ppthe officer from a list of three (3)
names submitted by the division of municipal firanior a term of not more than five (5) years,
as provided in this subsection. The officer shalbppointed solely on the basis of administrative
and executive qualifications and shall be a pemspecially fitted by education, training and
experience to perform the duties of the office. Dfficer need not be a resident of the city or
town or the state. In the event of a vacancy iroffiee of officer the same process will be used.

(d) While the process of appointing an officer @ndubsection (c) is proceeding, the
elected chief executive officer may appoint anragbfficer.

(e) The appointment, including an acting appoimtner removal of the officer shall not
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take effect until it has been approved in writingthe division of municipal finance.

() The powers and duties of the officer shalluge the following:

(1) Coordinating, administering and supervisiridinhncial services and activities;

(2) Assisting in all matters related to municifiahncial affairs;

(3) Implementing and maintaining uniform systeroentrols and procedures for all
financial activities in all departments, boardsnaaissions, agencies, offices or other units of city
or town government the operations of which havenartcial impact upon the general fund and
enterprise funds of the city or town, and includibgt not limited to, maintaining all financial
and accounting data and records;

(4) Implementing and maintaining uniform financtita processing capabilities for all
departments, boards, commissions, agencies areg)ffi

(5) Supervising all financial data processing\aiiss;

(6) Implementing and maintaining uniform budgetdglines and procedures within all
departments, boards, commissions, agencies, ofilmg®ther units of city or town government;

(7) Assisting in the development and preparatiballodepartment, board, commission,
agency and office budgets and spending plans;

(8) Reviewing all proposed contracts to whichche or town is party;

(9) Monitoring the expenditure of all city or toviunds, including periodic reporting by
and to appropriate agencies of the status of a¢spun

(10) Reviewing the spending plan for each departm®oard, commission, agency and
office; and

(11) Providing for the allotment of funds on aipdic basis as provided for in this
chapter.

In all cases where the duty is not expressly athrigp any other department, board,
commission, agency or office, it shall be the doitghe officer to promote, secure and preserve
the financial interests of the city or town.

(g) All department, board, commission, agency affice budgets and requests for
budget transfers shall be submitted to the offifmr review and recommendation before
submission to the elected chief executive offic#y or town council or school committee, as
appropriate. For each proposed appropriation oldase or contract arrangement for a term,
including more than one fiscal year, collectivedadning agreement and with respect to any
proposed city or town council vote necessary tecatifate a financial transfer, ordinance revision
or special legislation which may require the expiemd of funds or otherwise financially obligate

the city or town for a period in excess of one yearwith respect to a vote to authorize a

LC01122 - Page 9 of 11



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

borrowing under a law other than sections 45-12-45112-4.2 or 45-12-4.3 of the general laws,
the officer shall, if it be the case, submit intwg to the elected chief executive officer, city o
town council or school committee, as appropriatecedtification that it is the officer's
professional opinion, after an evaluation of allrtipent financial information reasonably
available, that the city's or town's financial ni@s®@s and revenues are, and will continue to be,
adequate to support such proposed expenditurebligations without a detrimental impact on
the provision of municipal services. If the offideils to provide this certification within seven
(7) days after a request for such certificatiomfrte elected chief executive officer, city or town
council or school committee, the appropriation ordenancial transfer, ordinance revision,
special legislation or borrowing authorization magnetheless be approved, but the absence of
the certification of the officer shall be expressbted in that order or vote.

(h) All departments, officers, boards, commissjagencies and other units of the city
or town, shall submit budget requests to the efiechéef executive officer upon the schedule and
in the form established by the officer.

(i) Annually, not later than March 30, the officglall submit a four (4)-year financial
plan and a five (5)-year capital plan to the citawn council that includes all capital needs of
the city or town.

() The assessor, treasurer, finance director,trotber, director of information
technology, purchasing agent, director of humaoues, labor relations director and employees
performing similar duties but with different titlefall report to and be under the direction of the
officer. The officer, with the approval of the eed chief executive officer shall appoint all such
officers and employees. The elected chief execuiifieer may also place other positions and
departments under the direction of the officer.

(k) The officer shall not assume the duties opoesibilities of the treasurer or the
finance director and shall not hold an electiveceffand shall devote the officer's full-time and

attention to the officer's duties.

{m) (I) The officer shall comply with all requests of s&hool department to provide any

information relating to the operation of the schdepartment held within the authority or control

of the officer as the result of the consolidatidrschool and city or town business and financial
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functions under sections 45-9-3 or 45-9-6. If tffecer, or any employee under the control of the
officer, refuses to provide such information or ages in unreasonable delay, the school
department shall notify the division of municipadence. The division of municipal finance shall,
within a reasonable time, make a determination kdreany such information shall be provided
to the school department which shall be bindingnughe officer and the school department. The
division of municipal finance's determination shadt be an adjudicatory proceeding reviewable
under chapter 42-35 of the general laws. Nothinfigsubsection shall abrogate any of the other
powers or duties of the school committee undegtreral laws.

SECTION 2. Chapter 45-9 of the General Laws eqtitBudget Commissions" is hereby
amended by adding thereto the following section:

45-9-24. Payment of costs. Fhe state shall pay all costs and expenses inclwydte

fiscal overseer, budget and review commission,iveceor administration and finance officer

including, without limitation, all costs and expensincurred with respect to any managerial,

professional or clerical staff hired, retained, emnployed by the fiscal overseer, budget and

review commission, receiver, or administration eindnce officer under this chapter.

SECTION 3. This act shall take effect upon passamgkshall be retroactive to January 1,

2012.
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT

RELATING TO TOWNS AND CITIES - BUDGET COMMISSIONS

*%k%k

This act would require the state to pay all costd axpenses incurred by a fiscal
overseer, budget and review commission, receiveagdministration and finance officer.

This act would take effect upon passage and waellctvoactive to January 1, 2012.
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