


• The National Resource Network, a core component of the 
federal government’s Strong Cities, Strong Communities 
initiative, develops and delivers innovative solutions for 
American cities to help them address their toughest economic 
challenges 

• The Network focuses its efforts in economically challenged 
cities – defined by unemployment, poverty and population 
decline 

• Since its launch in 2013, the Network has worked with or is 
currently working in 50 cities nationally.  Cities apply to the 
Network for assistance, the Network conducts an assessment 
to determine key challenges and opportunities, and cities and 
the Network work together to identify direct assistance 
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The National Resource Network 







• Providence has extraordinary competitive assets – from its 
location to the presence of strong anchor institutions in higher 
education and health care 

• Since the end of the Great Recession, Providence has added 
population, reduced its crime rate, and seen urban 
neighborhoods become areas of choice 

• Yet, Providence’s economic competitiveness has been limited 
by local government’s fiscal challenges.  The City has 
struggled to achieve fiscal sustainability and has been limited 
in its ability to make necessary investments in education and 
infrastructure – essential to its long term economic resilience 
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Why a Ten Year Plan 







Defining the Challenge 
Overview 
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Limited Options to Raise Revenues, Challenges with Poverty, High 
Local Tax Burden: 
• Providence, like most local governments, has a limited number of 

ways to raise revenues 
• In Rhode Island, and other states, municipalities require enabling 

State legislation to pursue and adopt many new revenue streams 
• Providence is serving a more financially challenged population and 

doing so with constrained revenue resources – including reduced 
State aid 

• Coupled with a significant number of tax exempt parcels, resident 
and commercial tax burdens are high 

 
Significant Unfunded Liabilities and Operational Challenges: 
• Providence faces significant structural costs stemming from 

substantially underfunded retiree liabilities (pension and OPEB) and 
escalating active employee health care costs 

• The City has serious operational challenges to provide effective, 
efficient, and affordable municipal services 
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Defining the Challenge: 
Projecting the Deficit 
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General Fund Baseline Projection, FY2017 - FY2026 

Budget Gap Revenues Expenditures incl. Deficit Reduction Expenditures incl. Deficit Reduction & OPEB ARC

Note: Projected savings from PFD call back savings are not included in baseline projection due to the ongoing legal proceedings 

• If the City does nothing else differently, it will face a structural deficit – without even 
considering the full cost of necessary and required OPEB funding – of more than $37 million 
by FY2026; a sum approximately equal to 11% of the non-schools FY2016 General Fund 
budget, and more than 52% of the FY2016 Police Department budget 

• Even if the City closes this gap, it will not have the resources needed for critical investments 
in education and infrastructure -- let alone reasonable increases in salary over time.  As a 
result, the goal cannot be to just “close the gap,” but rather to create sufficient funding to 
truly address the City’s fiscal and operational needs 





Factors Driving the Gap 









• Providence’s unfunded liability per capita, annual required 
contribution (ARC) per capita, and unfunded liability as a 
percentage of covered payroll are among the highest compared to 
other New England cities 
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*Bridgeport, CT switched to the State of Connecticut CMERS Plan in FY2013. Figures shown in the above table shows the Cities' plan for retirees retired before the 
switch; therefore covered payroll is only a fraction of total City payroll 
Note: Rank is measured from highest to lowest 
Source: FY2014 CAFRs 

Factors Driving the Gap: 
Significant Pension Liability and Contribution 

  Annual Required 
Contribution 

ARC Per 
Capita 

Unfunded Liability 
(UAAL) UAAL Per Capita UAAL as a % of 

Covered Payroll 
Providence, RI $62,140,000  $348  $894,336,839  $5,006  639.30% 
Hartford, CT $42,710,000  $341  $325,692,000  $2,601  225.20% 
New Haven, CT $41,285,083  $316  $541,315,700  $4,146  491.10% 
Springfield, MA $42,866,226  $279  $731,048,417  $4,752  523.40% 
Stamford, CT $33,290,000  $265  $52,905,000  $422  49.10% 
Worcester, MA $40,415,585  $221  $407,846,543  $2,235  241.50% 
Waterbury, CT $16,085,000  $146  $165,629,000  $1,507  201.90% 
Bridgeport, CT $12,489,803  $85  $232,475,383  $1,585  14,332.60% 
Median Excl. 
Providence $40,415,585  $265  $325,692,000  $2,235  241.50% 

Rank 1 of 8 1 of 8 1 of 8 1 of 8 2 of 8 



















• In FY2016, the City budgeted to receive PILOT payments from 6 entities: 
 
 
 

• Currently, the City has received agreements for payments with 5 of the 6 
major not-for-profit entities 
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*Johnson & Wales pre-paid $332,762 of its FY2016 PILOT in 2012 that is not shown in the Projected FY2016 column, but is included in the final column 
(PILOT as percentage of taxes if taxable) 
Note: Total may not sum due to rounding.  Additionally, transitional parcel payments – agreements that phase-out newly purchased parcels by not-for-
profit entities over a 15-year period – are not included in the above PILOT figures. 
Source: City of Providence 

FY2016 Local PILOT by Source 

– Brown University 
– Johnson and Wales University 
– Providence College 

– Rhode Island School of Design 
– Care New England 
– Lifespan  

  Projected FY2016 PILOT Agreements (millions) 
(as of March 31, 2016) 

PILOT as a % of Taxes 
if Taxable 

Brown University $5.17 13.70% 
Johnson and Wales* $0.65 9.50% 
Providence College $0.60 5.20% 
Rhode Island School of Design $0.44 4.80% 
Care New England $0.25 2.40% 
Lifespan $0.00 0.00% 
Total $7.10 6.80% 

Factors Driving the Gap: 
Small Number of Entities Pay Local PILOTs 











• Similarly, another recent study found that Providence’s commercial 
tax rate is among the highest of the 53 cities reviewed in the study – 
ranking fourth or fifth highest depending on the value of the 
commercial property (as shown below) 

• The City’s high relative commercial property taxes may hinder 
economic growth and competitiveness 
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INSERT LINCOLN LAND INSTITUTE TABLE HERE 
SHOWING COMPARATIVELY HIGH TAX COMMERCIAL RATE 

Source: Lincoln Land Institute and Minnesota Center for Fiscal Excellence, “50-State Property Tax Comparison Study,” April 2015 

Providence’s Challenges: 
Higher Commercial Taxes 



















• If unabated, the operating deficit will grow to more than $37 
million by FY2026 according to baseline projections 

• The City is already operating with a negative fund balance. If no 
corrective action is taken, the City will inevitably face cash flow 
challenges, an inability to invest in priorities, and the need to 
further reduce services and increase taxes 

• Providence faces the prospect of additional rating agency credit 
downgrades, increased debt issuance costs, and limited access 
to capital markets 
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The Need to Meet the Challenges: 
With No Corrective Action… 
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• Many cities have adopted a rental registration fee to 
incentivize owners to foster responsible landlord behavior 
and sound, well-managed rental housing in the community 

Revenue Initiatives: 
Improving Rental Housing Safety and Code Compliance 

• Allows City to have point of contact and roster of all rental 
properties in City to ensure nuisance or code violations 
addressed to enhance high quality neighborhoods and quality 
of life for residents 
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• Conduct a comprehensive fee study to review all fines, fees and collections 
– Conduct a comprehensive fee study to evaluate and adjust all city fines, 

fees, and charges 
– Assumes $60,000 fee study and 3.2% boost to fines, fees, and charges 

(Dallas experience) 

• Fee/fine intercepts, fee/fine amnesty program, and  delinquent fine 
collections (may require State partnership) 

• Hold vehicle registration and/or license renewals for individuals with 
delinquent parking fines  

• Add environmental fines to property bills  
• Comprehensive review of delinquent fees/fines and increase collection 

efforts 
• Consider implementing a one-time, structured fee/fine amnesty program 

 
 
 
 

Review all fines, fees and collections 
– FY2017 Revenue Impact - $248,000 
– Revenue Impact Through FY2026 - $9.5 million 

Revenue Initiatives: 
Review Fees and Fines 









• Given Providence’s status as a primary cultural and entertainment center 
for Rhode Island and the greater multi-state region, the City should pursue 
State authorization to allow for implementation of a local Admission Tax 

• For the purposes of this analysis, it is assumed that the City would 
implement a 5% admission tax and that the tax would apply to most, if not 
all, ticketed entertainment, cultural, and recreational events in the City 

• Entities in the performing arts, spectator sports, amusement, gambling 
and recreation industries generated approximately $65 million in revenues 
per year1 

• Using a 95% collection rate and assuming a reduced demand as a result 
of the increased ticket prices, a 5% admissions tax would generate 
approximately $2.8 million per year 
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5% Admissions Tax 
– FY2018 Revenue Impact - $2.8 million* 
– Revenue Impact for FY2026 - $27.8 million* 

1 Approximated based on the 2012 Economic Census 
*incl. reduction for elasticity 

Revenue Initiatives: 
Implement Admissions Tax 
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Source: City’s Finance Department’s response to internal Auditor, May 15, 2015; City Assessor’s Office data. 
*Johnson & Wales pre-paid $332,762 of its FY2016 PILOT in 2012. 

FY2016 Select Local PILOTs by Source 

• The six major entities making PILOT payments in FY2016 owned 422 
tax-exempt parcels with a combined assessed value of $3.0 billion 

– PILOT payments by these six institutions represent approximately 6.8% 
of their taxable obligation if not tax-exempt 

Revenue Initiatives: 
Strike a Grand (Local) Bargain 

  Tax-Exempt 
Properties (#) 

Tax-Exempt 
Properties ($) 

Commercial 
Tax Rate 

Tax Revenues 
if Taxable 

FY2016 PILOT 
(as of 3/31/16) 

PILOT as a % of 
Taxes if Taxable 

 Brown University 158 $1,030,437,300  36.75 $37,868,571  $5,173,526  13.70% 
 Johnson and Wales* 42 $281,239,700  36.75 $10,335,559  $976,954  9.50% 
 Providence College 24 $313,637,700  36.75 $11,526,185  $596,323  5.20% 
 Rhode Island School 
 of Design 40 $245,098,300  36.75 $9,007,363  $436,571  4.80% 

 Care New England 30 $288,424,100  36.75 $10,599,586  $250,000  2.40% 
 Lifespan 128 $819,453,800  36.75 $30,114,927  $0  0.00% 
 Total 422 $2,978,290,900  36.75 $109,452,191  $7,433,374  6.80% 



Strike a Grand (Local) Bargain with Anchor Institutions 
• Providence already stands out as one of a minority of cities where 

some non-profit anchor institutions make voluntary PILOT payments 
to the local government 

• Anchor institutions also contribute significant benefits to the local 
economy and their growth is an important economic engine for the 
City 

• On the other hand, the expansion of non-profit anchor institutions 
actually can have a negative impact on the City budget – the City 
does not share in sales tax growth and a large percentage of 
property parcels are tax exempt 

• Providence and all anchor institutions need to move beyond a 
transactional relationship 
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Revenue Initiatives: 
Strike a Grand (Local) Bargain 
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• The City’s expenditure growth from FY2012 to FY2015 was largely 
driven by growth in active healthcare and retirees’ benefits.  With 
minimal revenue growth, the City reduced its non-personnel 
spending by 2.7% annually in order to maintain a balanced budget 

Note: Cash compensation includes salaries, longevity, overtime, sick leave, vacation, holiday, uniforms, workers’ 
compensation, FICA and tuition benefits 
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Expenditure Initiatives: 
Sustainable, Affordable Retiree Benefits 















• The City of Providence adopted ordinances in 2012 to address 
sustainability concerns related to pension and OPEB benefits 

• Following court challenges, the City reached a legal settlement with 
labor groups in state Superior Court in 2013 

– Suspended cost-of-living adjustments (COLAs) for 10 years and 
modifications thereafter for retirees/vested employees 

• The compounded COLAs earned to date remained as part of  
the retiree’s pension benefit 

– Revised pension benefits for new hires 
– Required eligible retirees to shift to Medicare coverage 

• Providence is not alone in making changes (and requiring additional 
adjustments) to its pension system for sustainability and 
affordability reasons – many retirement systems have taken 
significant steps to ensure the sustainability of their respective 
funds 
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Expenditure Initiatives: 
Providence ERS Recent History 



• In order to create a sustainable and affordable pension system, 
Providence likely needs to take actions that – at minimum – mirror 
those of the recent State of Rhode Island modifications 

• Providence may also need to enact additional changes beyond 
those adopted by the State of Rhode Island  

• As a result, the following pages provide an overview of other recent 
system changes and a series of system policy options that may be 
part of a larger solution for sustainability and affordability 

– The City’s actuary is also costing additional options for City 
consideration that were not completed at the time of this plan 

• Given the persistently low funded ratio of the Providence ERS, the 
large unfunded liability, the escalating cost of benefits, and the 
projected structural deficits, without necessary sustainability 
changes to the ERS, the City and pensioners may be forced to 
consider reductions in benefits – temporary or permanent – 
because the of the system’s unsustainability 
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Expenditure Initiatives: 
Providence ERS Recent History 





City of Baltimore, MD Fire and Police Retirement System 
• Prior to reforms, 6/30/09:  

– Funded ratio: 85% 
– UAAL: $463.7 million (funded ratio and UAAL reflected less than half of an accumulated 

loss of $412.8 million as of 6/30/05 that was recognized over ten years)  
• Reformed a variable COLA that was diverting asset gains over 7.5% to a reserve fund 

for supplemental annuities/COLAs to a two-tier fixed COLA (1% for 55 to 65, 2% over) 
for existing employees and retirees 

• Increased age and service requirements for all members not yet eligible for service 
retirement 

• Increased average final compensation period from 18 months to 3 years for non-
grandfathered members 

• Increased employee contributions for all actives from 6% to 10% over a period of 
three years 

• Reduced the earnings assumption from 8.25% to 8% 
• AAL was reduced by $88.8 million (3%) and FY employer contribution reduced by 

$21.2 million 
• US District Court upheld most of the changes as reasonable and necessary to serve 

an important public purpose. The exception was the tiered COLA, which the judge 
determined unfairly penalized younger retirees or retirement-eligibles 
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Expenditure Initiatives: 
Examples of Pension Sustainability Initiatives 



City of Lexington, KY Police and Fire Retirement Fund 
• Prior to reforms, 7/1/11: 

– Funded ratio: 66% 
– UAAL: $257.8 million 

• Increased employee contributions for all members by 1% of pay 
• COLA rates of up to 5% for retirees and actives were lowered to 0-2% based 

on tiers of pension income until 85% funded ratio achieved 
– Rates for new hires lowered from a max of 3% to 2% 
– New retirees have COLA suspended for their first five years of retirement 

• Existing employees not yet retired have new minimum retirement age 
requirement 

• New tier with reduced multiplier, higher vesting and retirement requirements 
(50 plus 25 instead of no age, 20) 

• City increased annual funding to beyond state requirement – which only 
covered normal cost and the interest on the unfunded liability 

• Unfunded liability reduced from $296.8 million to $161.8 million, 7/1/12 
• Agreement was made through task force with administration, labor 

members, and ratified by local and state law 
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Expenditure Initiatives: 
Examples of Pension Sustainability Initiatives 
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• The State Superior Court encouraged settlements in both the 
State and City recent sustainability cases that included 
suspension of COLAs – such issues are currently being litigated in 
Rhode Island Superior Court 

– Changes to future accruals/new hires will not materially 
change the UAAL 

– Benefits for new hires are generally consistent with peers 
• Eliminating, suspending, or reducing COLAs are among the 

options that could offer a combination of liability reduction 

Expenditure Initiatives: 
Suspend Pension COLAs 
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• Certain classes of retirees and employees may have 
relatively greater amounts of associated liability than others 

• Separating groups with relatively high liability and tracking 
the related assets, liabilities and benefit payments 
independently can help manage the liability, target 
investment strategies more specifically, and provide greater 
transparency into the nature of pension issues 

– The Actuary estimated a separate amortization for retirees that 
separated prior to modifications to the COLA structure 

– This amortization was extended beyond the existing amortization to 
reflect that this relatively high liability may need to be spread over a 
longer period of time and more equitably across generations of 
taxpayers 

 
 

 

Expenditure Initiatives: 
Participant Separation 

Separate pre-June 30, 1995 retirees and amortize their liability through 2050 
– FY2019 Savings - $1.9 million 
– Cumulative Savings Through FY2026 - $17.6 million 











• Providence’s CBA required FOP and IAFF members to contribute a 
fixed dollar amount in FY2016, which is approximately 20% of 
premium for individual coverage and 15% for family coverage 

• Instead of a fixed dollar amount, Local 1033 members contribute 
15% if the annual wage is less than $50,000 and 20% if it is higher 
than $50,000 

• With 75% of the City’s General Fund workforce choosing family  
coverage, the cost of health insurance is significantly increased 
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  Individual (#) Family (#) Individual ($) Family ($) 
 Police (FOP) 86 345 $470,820  $4,813,432  

 Fire (IAFF) 66 310 $411,846  $4,929,838  

 General Fund Municipal (Local 1033) 183 454 $1,146,246  $7,120,427  

 Non-Represented 69 117 $485,436  $2,079,133  

 Total 404 1,226 $2,514,348  $18,942,829  

FY2016 Projected Healthcare Spending for Active Employees 

Source: Providence Department of Human Resources 

Expenditure Initiatives: 
Sustainable, Affordable Health Benefits 











HSA Plan Replacement with HDHP/HSA 
– Replace existing Health Savings Account Plan with a hybrid High-Deductible Health 

Plan/Health Savings Account Plan 
– Implements 2014 Mercer Consulting recommendation 
– Assumes 50% of current HSA plan employees transfer to HDHP/HSA 

 

– FY2017 Savings – $502,000 
– Cumulative Savings  Through FY2026 - $5.6 million 
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• In addition to revising cost-sharing models, many cities are also providing High-
Deductible Health Plan (HDHP)/Health Savings Account (HSA) plans to contain 
healthcare cost growth  

• Cities like New Haven, CT, Woonsocket, RI and Cranston, RI started offering 
HDHP/HSA plans with buy-up options for PPO plans in recent years 

• In 2014, Mercer Consulting provided Providence with an analysis of providing a 
high deductible PPO with HSA option 

– Employees responsible for the first $2,500 (individual) or $5,000 (family) deductible  
– The City contributes $950 (individual) or $1,350 (family) toward deductions 
– Mercer Consulting estimated that the City would save $868,000 per year with 100% 

HSA participation 

Expenditure Initiatives: 
HSA Replacement with HDHP/HSA 
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• According to the U.S. Bureau of Labor Statistics, nationally, workers 
receive an annual median of 6 paid sick days 

• Among State and Local government employees, the annual median 
is 12 paid sick days 

• Providence employees, depending upon bargaining unit, receive 
various amounts of sick leave – however, the City has negotiated 
12 sick leave days  for new Local 1033 employees (as of 
7/1/2015) and all Local 1033 employees as of 7/1/2017 

• Sick Leave Pools allocate bonus sick or vacation hours to 
employees based on the aggregate number of sick hours taken 
department-wide. Sick Leave Pools can also be used to  manage 
sick time usage to prevent/discourage excessive usage 

• Examples of cities that use this tool include San Marcos, TX, 
Hollywood, FL, Augusta, GA, and Louisville, KY 

• Memphis, TN is also moving toward adopting this tool 
 

Expenditure Initiatives: 
Implement Sick Leave Pool 
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Fiscal impact of Suspending Minimum Staffing based on Performance 
Metrics  
Example: akin to the Reading, PA approach, PFD would suspend minimum 
staffing for the duration of the fiscal year once overtime spending exceeds a 
fixed threshold 

– Suggested Threshold: suspension of minimum staffing would occur 
once a 10% OT/Salary ratio (comparable to that of the PPD) was 
exceeded 

• FY15 PPD OT/Salary ratio = 10% (PD OT: $2.7 million) 
• FY15 PFD OT/Salary ratio = 30% (FD OT: $7.3 million) 

 
 

• \ 

 

 

 

 

• The above cost savings projection assumes – based on PFD’s estimate –   
that only 50% of PFD overtime expenditures are associated with meeting 
minimum staffing requirements.  This estimate should be refined as part of 
any deployment analysis conducted by the City 

Expenditure Initiatives: 
Suspend Min. Staffing Based on Perf. Metrics 

Suspend Minimum Staffing Based on Performance Metrics 
– FY2018 Savings - $2.6 million 
– Cumulative Savings Through FY2026  - $23.2 million 
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Fiscal Impact of Eliminating Carpenter, Air Supply Technician, and 
Supply Room Positions 

• Modern operating standards have made these positions 
redundant 

• Redeploy firefighters to shifts currently covered by overtime hours 
 

Expenditure Initiatives: 
Redeploy Uniform Personnel Serving in Admin Positions 

Eliminate Carpenter, Air Supply Technician, and Supply Room Positions 
– FY2018 Savings - $475,000 
– Cumulative Savings Through FY2026  - $4.3 million 
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• According to the RI Department of 
Corrections (DOC), almost one-third of 
the state’s probation and parole 
offenders live in Providence (5,782 
individuals as of June 30 2015), many in 
the City’s high unemployment 
neighborhoods 

• Roughly 1,000 offenders are released 
every year to Providence addresses 

• According to a 2013 DOC study, 48% of 
Rhode Island offenders are incarcerated 
within 3 years. Research has found that 
reentry success is correlated with the 
ability to obtain steady employment 

• In 2007, the DOC and the Providence 
Police launched a partnership to share 
data on released offenders and locate 
probation and parole officers at police 
substations in key neighborhoods 

Source: Rhode Island Dept. of Corrections, Planning & Research Unit.  July 2012. 
Community Profile: Providence RI 

Density of Released Offenders 

Expenditure Initiatives: 
Support Prisoner Reentry and Crime Reduction Plan 
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• Based on cost estimates provided by the Center for Employment 
Opportunities, a national reentry employment agency can provide basic 
maintenance services to the City of Providence for $45,000 less per FTE 
than the City’s current personnel expenditures 

– CEO estimates include the costs of site supervisors, program supplies, and 
overhead 

• Several basic maintenance tasks may lend themselves to outsourcing, 
including parks groundskeeping and janitorial work. At present, 7 City staff 
provide Janitorial services to the City Hall, Public Safety Complex, and Police 
substations  

 
 
 
 

Expenditure Initiatives: 
Support Prisoner Reentry and Crime Reduction Plan 

Transfer City Janitorial Duties to Reentry Employment Agency 
– FY2019 Savings - $219,000 
– Cumulative Savings Through FY2026  - $2.2 million 
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Reduce the Tax Burden 
• Providence should make a commitment to reform and 

rebalance its tax structure to reduce the tax burden on 
residents and businesses.  A first step in the process can be 
a 3% reduction in the commercial and excise tax rates in 
FY2018 

• In order to achieve this investment, necessary expenditure 
reductions and new sources of revenue are required 

• A 3% reduction in the commercial tax rate and a 3% 
reduction in the excise tax rate (or an equivalent increase in 
the exemption level) would reduce associated tax 
collections, in sum, by approximately $4.9 million 

Investment Initiatives: 
Reduce Commercial and Excise Tax Rates by 3% 











• The City has not increased the MOE in the past 7 years, while 
the portion of PPSD budget from the state has decreased over 
the past 12 years from 63.89% to 62.07% 

• Currently, PPSD revenue per student is $17,106, with 80% of 
students receiving subsidized meals and 39.7% of 
Providence’s children living in poverty 

• The number of PPSD students receiving subsidized meals is 
70% higher than the statewide average, even though PPSD 
per-student revenues are only 4% higher than the statewide 
average. 
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Investment Initiatives: 
Increase MOE 

Increase City Maintenance of Effort to PPSD in FY2020 
– FY2020 Cost - $5.0 million 
– Cumulative Cost Through FY2026  - $35.0 million 
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• An October 2014 study estimated that there are approximately 3,500 
sidewalk repair applications, with an estimated total cost of $20 million 

• Many other sidewalks also need repair; a ballpark estimate of cost for 
unidentified repairs is $70 million 

• A study is in progress to estimate and assess the condition of all sidewalks 
and develop a more reliable cost estimate 
 

 

 

 

• In Providence, the Code does already allow the City to have property owners 
repair sidewalks, or pay for repairs completed by the City 

– In practice, however, property owners are required to repair sidewalks only 
in the event of new construction on the property 

• Given the existing backlog of sidewalk repairs, a cost-sharing model might 
be the best way of making progress on the backlog 

Sidewalk Category 2015 Est. Cost (M) 
Applications on File $ 20.0 
Unidentified Upgrades (est.) $ 70.0 
Est. Total $ 90.0 

Investment Initiatives: 
Sidewalk Program 
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