THE CITY OF PROVIDENCE

STATE OF RHODE ISLAND AND PROVIDENCZE PLANTATIONS

RESOLUTION OF THE CITY COUNCIL

No. 25

Approved g, 1007

RESOLVED, That the City Council endorses and urges passage by the
General Assembly of An Act Relating to Taxation, in substantially the form
attached.

’r"N TY COUNCIL A P P R OVE D

v 1 1997 .
/ /7}1/77” »4‘ ‘] MAY 9 1997 l _
U 5 | L dumcd A,

MAYOR




W%A'I’T Lo

THE COMMITTEE ON 7}(

; .
s 1991/%/% 2%@&%} "




W N =

oo ~1 O\ W

[
12
13
14
15
16
17
18

97-

STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 1997

AN ACT
RELATING TO TAXATION -- IMPOSITION OF EARNINGS TAX --REPEAL OF
MOTOR VEHICLE EXCISE TAX -- COMPLETE PHASE OUT

OF TANGIBLE PERSONAL PROPERTY TAX - LIMITING INCREASES IN
PROPERTY TAXES

Referred To:

It is enacted by the General Assembly as follows:

SECTION 1. itle 44 h ws entitled "Taxation" is here
amended by addi 4 entitled " ings Tax."

44-54-1. itle - This chapter shall be known and may be cited as "the
earnings tax."

44-54-2. Legislative findings - _It is hereby found by the General Assembly as
follows:

1) That t ili businesse de Island pa ng the highest
roperty taxes in the cou the burden bej er than that imposed in at least 40
other states;

(2) _That the property tax levy in all the cities and towns has almost doubled in
the last decade, i in more_than illion dollars despite an ¢conomic
downturn that h 1led duri is period;

(3) That it is contrary to sound publi¢ policy to impose an excessive burden of
taxation on resi ia which w 11_depend for shelter, and on

usiness propert i conomic well-being of the people;

4) That the pr tax represen ercent of the revenue of our cities
and towns, which ] le the national average the second highest rate of

dependence in the country;
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T levy i e [sl ises more revenue than the state

i i der citi i roperty value that is exempt

from the pr tax is hi is increasi alth, educational an vernmental
institutions abound;

(7)_That the tax on automobiles and business tangible property is set at a higher
rate in n iti n_the estate, and is_a_factor causing
homeowners a i t ve the

&) Th a er states have n erty taxes on automobiles and business
tangibles or h ] tes of taxation than prevail in Island;

Th verse effec " hi tax rates. excessive taxes on

the state but are i int 1 iti the state;

10) Tha 1 invest ec ic activity is concentrated in the
older citie ili these citie vide public services of vital i rtance
to employees i i e wea the erty tax

44-54-3. Declaration of Purpose - T nera] Assembly hereby declares that

the cities_and tow vide vitally important public ices and need a reliable and
win rce v ugment the pr tax; that a tax on_earnings is the
most_advantageou ising th venue; that most of the augmented
revenue there i dicated t ducti the property tax burden; and
that a_lesseni thi den wil mote the well-being and common wealth of the

citizens of thi

44-54-4. - Definitions - The following words, terms and phrases, when used in

this chapter eanin cri in this chapter. except where the
context clearly indi i n ing.

L)_W_mmmmmmmu
nature conducted for profit or ordinaril cted it whet individual
copartnership, assoc Langn, ggygmmgntgl bgdy or gmg or agency or any other entity,

2) T inistr eans the i f the Division of Taxation
State of Rhode Island.,

(3) Employee me rson w as rendered ervices t
another for a consideration or its equivalent, under an express or implied contract, and
who is or was u control and directi the latter when rendering the services
including tem visi Cc ] -t ent.

(4)  Employver means ~n_individ i iation oration

vernment i r i w r_for whic r
more person r have rendered an ices on lary, commission or other

compensation basis,

(5) _Nonresident means an individual domiciled outside the State of Rhode
Island.

6 sident individual iciled i Rhode 1

) _ Ea__nmg;_ ie ission nuses, _incentive
ayments, fee ividual earnings fr i r rporati usi
income, self-e income, and com i ! for the performance of personal or
rofessional servic kind that may accrue or have accrued whether directly or



through n whe ] i fi i ndered, but
excluding:
(a) Periodical payments for sick or disability benefits, and unemployment
c ion i ce c nly recognized as old age
benefits,
(b) Retirement pay or pensions paid to persons retired from service after
eachi i r i employment
(8) who | i chapter f this title to file
a return or i cei
44-54-5 - Imposition of earnings tax. - Notwithstanding the provisions of the

General Law tion 44-3-2.1 and secti 4-30-1 through 44-30-97, a tax shall be
imposed for each taxable vear (which shal the same as the taxable vear for federal

tax purpose f %) percent on t ounts of the following:

1 i e resident the state f] sources located both within
and outside the state,

2) Earni I resident urces loc within the
state,

4 54-6. quu x:gmgnt of wi thhgldmg tax.fmm wages. - Ey_c_y_.. _QLQy__
wages subje d personal i e tax Jaw to a resident or nonresident
individual i issi
other compensation an amount, on a monthly or more often than monthly basis at the
time h ° t ] wage
commissi i 1 i is chapter shall
be an_addition t i this tjtl € monevys
so withheld u ver to the tax administ he ti and in the manner

rescribed h ini r

M@R&qud__wmm
this chapter shal inent i
documents in su inj i cor 1l be
at all time i i ini i r d, u
summn issued ini ime a ce as he
or she may desi i jon by t ini i

44-54-8. - i - . - T inistr
rescri n i inconsi i w to carry in effect the
rovisi f thi a whi ] i when reason signed to
carry out the intent and purpose of this chapter shall be prima facie evidence of its

er_interpretati i i e n r

revoked, in W i ini he tax adminijstrator ma
rescribe, and ish r ecessa the administration of thi
chapter.

44-54-9. - Coﬂectlon Powers. - _The 1 . administrator shall have bg same

Wers as is pre e ti rs 1 this tit

for the collecti the including interest enaltie ed under
chapter.
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_tt_Sﬂl__Heaug_bx_&dmm_mm_on_anms_n_L__ Any_person
aggrieve 1 inistrator
in writing within thj ili administrator of t
notice hall i elatj ereto; and the tax
administrat i i 3 inistrat S

racticable, fi i fi i er the heari etermine
the correct intere

ursuant to ¢ i h 's 1i a er ] be
expressl e it interest, and alties unles
the taxpa ve i a ti he pr ent requirement to
§ 8-8-26.

44-54-12. Ju review, - termination of the petition, it
shall appear that the t injstrator' w rrect, the court shall confirm
the assessment; if inc t urt ine t era the tax
interest, and penalti nd if i a r etitioner e the ent

f the interest ies, i i n t the
court may Qrdeg ar ngd with in g:gst at the anrual rate provided by § 44-1-7.1, a

amende t. efun 0 red
it shall be 1d the a|_treasurer i f dministrator with
the approva irector dmini i i ear that th e i itled
to a greate i t i essed or determi he tax

administrator a i t titi er the

the court may seek review thereof in the supreme court by writ of certiorari in
accorda i i i -8-

44-54-13, Penalty for violations generally. - Any person who fails or refuses
to furnish any retu i e i e t nish a her
data required by t administrat Ise or fraudulent retur
who violate 1Si i i i vided
be guilt a fel ] c t than nd
dollars ($1 impri t i t

44-54- 14 - Iaxmmpy.SL_as_aidmﬂnaug_oih_e_Ja_ﬁ__E_c_Qp_ug__t s herein
therwise in addition ther
taxes im d u thorit i t

44-54-15. - All moneys received by the tax administrator pursuant to this
chapter shall be t r to the General asurer of the State of Rhode Island.
- _The General ] it_saj i llection eeds into a
special account t ignated as " o nt." The General Treasurer
shall have the authority to i t i unt funds in short-term
investments. T i wi ilized efray the
expenses of the tax administrator referred to in section 16 of this chapter,

44-54-16. - Authorization of payments of administrative costs. - The

eneral Treasurer shall quarterly withdraw fi arni tax account referred t
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section 15 of this chapter and pay over to the tax administrator's account a sufficient
sum of money reasonably calculated to compensate the Division of Taxation for the
reasonable a es_of 1visi ing only t sessment
collection and administration of the earnings tax as provided in_this chapter, The
remainin roce i e ni er t ent to the tax
administrat herej i 1] t e distributab ceeds. An
pbayment made e tax adminjstratol e UICNEera casurer 10r a inistrative costs
ursuant to thi i i ini i
costs related only to the adminjstration of the earnings tax.

44-54-17. - Method of calculating distribution of net proceeds. - The
General Treasurer u istri distri e d the

beginning of each fiscal year and shall be made known to all cities and towns by the
fifteenth of February of each year; provided, howe fi e inning Jul
1, 1 and endi the distributi eeds shall be distributed in
accordance with the hi tion 44-54- an .

44-54-18, - Distribution Formula. - 1 a inning July 1
1997 and endin the Gener r shall distri r over from
the distributab llowing a rious cities and towns:
Barrington $3.2 million Narragansett $1.2 million
Bristol $1.3 million Newport $4.0 million
Burrillville $2.0 million New Shoreham $153,000
Central Fall $1.2 million North Kingstown  $2.8 million
Charlestown $350,00¢ North Providence  $6.5 million
Coventry $2.3 million North Smithfield  $2.3 million
Cranston $17.3 million Pawtucket 11 illion
Cumberland $2.2 million Portsmouth $1.2 million
East Greenwich $2.0 million Providence $46.5 million
East Providence $8.0 million Richmond $475,000
Exeter $840,000 Scituate 4 millj
Foster $691.,000 Smithfield $4.2 million
Glocester $897.000 South Kingstown  $2.7 million
Hopkinton $559.000 Tiverton $1.1 million
Jamestown $425.000 Warren $1.3 million
Johnston $3.6 million Warwick 16.3 million
Lincoln $2.7 million Westerly $2.4 million
Little Compton $283,000 West Greenwich $462.000
Middletown $1.8 million West Warwick $2.9 million

Woonsocket $6.0 million

Total Distribution: $167 million

(2) _The amount distributed or paid over to the various cities and towns in the
fiscal year beginning July 1, 1997 and ending June 30, 1998 in accordance with this
section_shall be d ionately i the 1 collection of the
earnings tax does not equal one hundred and sixty-seven million dollars ($167.000.000).
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F | inni reac a thereafter
ici i ivisi i inistration

delineating the i i i iti Iculate

the distribu i istributed or paid qut to each city or
town. For the i ] i i ci town which is the
source of th i termine the ¢j whi earnj 1 be
attributed; provi i i ident tat ed
utside the stat i i 1 be attri ity or town i ional
share equivalent t r rni 1 h cit own earned_inside
the state. The distri ] i distribut id out to
each city and t ro-rata basi jval t are of arnings attributable
to each city or fown.

44-54-19. Severability. - If any provision of this chapter or the application
thereof shall for any reason b« judged invalid, that judgment shall not affect, impair, or
invalidate the i w ned in its effect to the provision or

lication directly i I iving ri ]
T 4 of Title 4 t ral Laws enti "Excise on
Motor Vehicle ilers" i eby re e tt ities and towns shall
retain all of th i w nder thijs tit lection xcise taxes on
motor vehicle railers under the provision this chapter on excis es imposed

prior to July 1, 1997,
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vehicle value commission.

1 l ¢ oachvehicl . ; hiel |
established-by-the-RhodeIsland-vehicle-value-commission-shall- be-determined-by-the

10
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SECTION 3. Section 44-5-3 of the General Laws in Chapter 44-5 entitled "Levy
and Assessment of local taxes" is hereby amended to read as follows:

44-5-3. Ratable property of town. - (a) The ratable property of the town shall
consist of the ratable real estate and the ratable tangible personal property (which shall
not, however, include manufacturer's manufacturing machinery and equipment of a
manufacturer) and the ratable tangible personal property of manufacturers consisting of

manufacturer's manufacturing machinery and equipment of 2 manufacturer. The tax rate
on all ratable tangible personal property in all cities and towns as of the assessment date.
December 31, 1996 shall not exceed twenty-five ($25.00) dollars per thousand dollars of
assessed valuati rior-vear tax i e levied and
assessed prior to December, 1 1l conti due and le.

The maximum tax rate on all ratable tangible personal property in all cities and
towns shall be reduced ua wo_d 1 cents ($2. thousand
dollars of assessed v ] inni n the date es ce r31.1
and endi nt De i c e _with the

following schedule;

Date of Assessment Maximum rate
December 31, 1997 $22.50 per thousand dollars of assessed valuation
December 31, 1998 $20.00 " " " " " "
December 31, 1999 $17.50" o " " o
December 31, 2000 $15.00" A "~ "
ecember $12.50" o " L v
December 31, 2002 $10.00" o " " n_"
December 31, 2003 $ 750" n " " " n"
December 31, 2004 $ 500" " " " " n"
December 31, 2005 $ 250" n_" " " A,
December 31, 2006 -0 -
As of Dece table tangi nal rty tax is abolished.
Taxes on ratable tangi ersonal prope able at the rate levied.

12
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(b)(1) For the purposes of this section and § § 44-5-20, 44-5-22, 44-5-38, and §
9 of chapter 245, public laws of Rhode Island, 1966, the term "manufacturing" shall be
deemed to include the handling and storage of manufacturer's inventories as defined in
§ 44-3-3(20)(b), and the term "manufacturer's machinery and equipment" shall be
defined:

(1) As that machinery and equipment which is used exclusively in the actual
manufacture or conversion of materials or goods in the process of manufacture by a
manufacturer as set forth in § 44-3-3(20) and machinery, fixtures, and equipment used
exclusively by a manufacturer for research and development or for quality assurance of
its manufactured products; and

(i) As that machinery and equipment which is partially used in the actual
manufacture or conversion of raw materials or goods in the process of manufacture by a
manufacturer as set forth in § 44-3-3(20) and machinery, fixtures, and equipment used
by a manufacturer for research and development or for quality assurance of its
manufactured products, to the extent to which the machinery and equipment is used for
the manufacturing processes, research, and development or quality assurance. In such
instances where machinery and equipment is used in both manufacturing activities, the
assessment on machinery and equipment shall be prorated by applying the percentage of
usage of the equipment for manufacturing, research, and development and quality
assurance activity to the value of the machinery and equipment for purposes of taxation,
and the portion of the value used for manufacturing, research, and development and
quality assurance shall be exempt from taxation. The burden of demonstrating this
percentage usage of machinery and equipment for manufacturing and for research and
development and/or quality assurance of its manufactured products shall rest with the
manufacturer.

(2) This definition of "manufacturing" or "manufacturer's machinery and
equipment” does not include (i) motor vehicles required by law to be registered with the
registry of motor vehicles, (ii) store fixtures and other equipment situated in or upon a
retail store or other similar selling place operated by a manufacturer, whether or not the
retail establishment store or other similar selling place is located in the same building in
which the manufacturer operates his or her manufacturing plant, and (iii) fixtures or
other equipment situated in or upon premises used to conduct a business which is
unrelated to the manufacturer of finished products for trade and their sale by the
manufacturer thereof, whether or not the premises wherein the unrelated business is
conducted is in the same building in which the manufacturer has his or her
manufacturing plant. The levy on tangible personal property of manufacturers
consisting of manufacturer's manufacturing machinery and equipment of a manufacturer
shall be at the rate provided in § 44-5-38.

SECTION 4. Section 44-5-2 of the General Laws in Title 44, Chapter 5 entitled
"Maximum Levy" is hereby amended to read as follows:

44-5-2. Maximum levy. - (a) A city and town may levy a tax in an amount not
more than five-and-one-half-percent(5-5%) two and one-half percent (2.5%) in excess of
the amount levied and certified by that city or town for the prior year. The amount
levied by a city or town shall be deemed to be consistent with the five-and-one-half

percent-(5-5%) two and one-half percent (2.5%) levy growth cap if the tax rate is not
more than ene-hundred-and-five-and-one-half-percent-(105-5%) one hundred two and

13
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one-half percent (102.5%) of the prior year's tax rate and the budget resolution or
ordinance, as applicable, specifies that the tax rate is not increasing by more than five
apd—one-half pereent{5-5%) two and one-half percent (2.5%) except as specified in
subsection (¢). In all years when a revaluation is not being implemented, a tax rate shall
be deemed to be one-hundred-five-and-one—halfpercent-(105-5%) one hundred two and
one-half percent (102.5%) or less of the prior year's tax rate if the tax on a parcel of real
property, the value of which is unchanged for purpose of taxation, is no more than ene
hundred—+ive—and-one-half percent-(105-5%) one hundred two and one-half percent
(102.5%) of the prior year's tax on the same parcel of real property. In any year when a
revaluation is being implemented, the tax rate shall be deemed to be ene-hundred-five
and-one-halipereent-(105-5%) on ndred tw -haif percen .5%) of the
prior year's tax rate as certified by the division of local government assistance in the
department of administration.

(b) The office of municipal affairs in the department of administration, shall
monitor city and town compliance with this levy cap, issue periodic reports to the
general assembly on compliance, and make recommendations on the continuation or
modification of the levy cap on or before December 31, 1987,1999 December 31, 1990
2002 and December 31, every third year thereafter. The chief elected official in each
city and town shall provide to the office of municipal affairs within thirty (30) days of
final action, in such form as required, the adopted tax levy and rate and other pertinent
information.

(c) The amount levied by a city or town may exceed the five—and—one-half
pereent-(5-5%) two and one-half percent (2.5%) increase as specified in subsection (a) if
the city or town qualifies under one or more of the following provisions:

(1) The city or town forecasts or experiences a loss in total non-property tax
revenues and the loss is certified by the department of administration.

(2) The city or town experiences or anticipates an emergency situation which
causes or will cause the levy to exceed five-and-one-halfpercent{5-5%) two and one-
half percent (2.5%). In the event of an emergency or an anticipated emergency, the city
or town shall notify the auditor general who shall certify the existence or anticipated
existence of the emergency.

(3) A city or town forecasts or experiences debt services expenditures which are
more than ene-hundredfive-and-one-half percent-(105-5%) one hundred two and one-
half percent (102.5%) of the prior year's debt service expenditures and which are the
result of bonded debt issued i1. a manner consistent with general law or special act. In
the event of the debt service increase, the city or town shall notify the department of
administration which shall certify the debt service increase above ene-hundred-five-and
one-halfpercent-(105-5%) vne hundred two and one-half percent (102.5%) of the prior
year's debt service. No action approving or disapproving exceeding a levy cap under the
provisions of this section shall affect the requirement to pay obligations as described in
subsection (d).

(4) Any levy pursuant to subsection (c) of this section in excess of the five-and
one-half—percent{5-5%) two_and one-half percent (2.5%) shall be approved by a
majority vote of the governing body of the city or town or in the case of a city or town
having a financial town meeting, the majority of the electors present and voting at the
town financial meeting shall approve the excess levy.

14
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(d) Nothing contained herein shall constrain the payment of present or future
obligations as prescribed by § 45-12-1, and all taxable property in each city or town
shall be subject to taxation without limitation as to rate or amount to pay general
obligation bonds or notes of the city or town except as otherwise specifically provided
by law or charter.

SECTION 5. Chapter 5 of Title 44 of the General Laws entitled "Levy and
Assessment of Local Taxes" is hereby amended by adding the following section:

44-5- ion 44-5-
fiscal year i r December 31 ci town _council may vote t
levy a tax in an t ovided for i ction 44-5-2
three-fifths vot its membership; provi wever, that in towns where a financial
town meeting is held ajority of the el e town present voting may vote

to levy a tax in an amount greater than the amounts provided for in Section 44-5-2.
SECTION 6. Chapter 13 of Title 4 of the General Laws entitled "Public Service

Corporation Tax" is hereby amended by adding the following section:

44-13-13.3. Notwithstanding the provision ection 44-13- he tax rate on
all tangible personal proper rovided in Section 44-13-13 as of the date of
assessment, De all not exc twenty-five dol . er
thousand doll ed valuation e i tax rate on all tangible personal
property as provided for in Section 44-13-13 shall be reduced annuall wo dollar
and fifty ce d valuation beginnj the date
of a m i e date of assessment, December 31
2006 in accordance with the followi ule:

Date of Assessment Maximum rate

December 31, 1997 $22.50 per thousand dollars of assessed valuation

December 1 $20,00" " " " "o "

December 31, 1999 $17.50" " " " " o

December 31 $15.00" " " " "o "o

December 31 $12.50" " " " " "

December 31, 2002 $10.00 " " " " N o

December 31, 2003 $ 750" " " " n o

December 31 $ 500" " o " m

December 31, 2005 $ 250" " " " " "n

December 31, 2006 =0 -

As of D 2 the tangible per: tax vided for in
Section 44-13-13 | li

SECTION 7. Inconsistent Acts - All acts and parts of acts inconsistent
herewith are her

SECTION 8, Effective Date - This act shall take effect on and after July 1,

1997

15



