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Executive Chamber, City of Providence, Rhode Island

. Vincent A. Cianci, Jr.
MAYOR

February 5, 1981

City Council
City of Providence
Providence, Rhode Island 02903

Honorable Menbers:

I~n on this date suk~litting for your review and approval my proposed
budget for fiscal year 1981. I seek your assistance and co~rperation in
providing prcmpt and responsible action so that our C.ity may be placed on a
saund fiscal basis with a balanoed budgete It is neither easy nor pleasant to
undertake the actions called for, but I su~nit to you it is the zight and re-
sponsible way to act in the short period rPln~ning in this fiscal year.

As you well knav we have suffered through a period of extraordinaYy
inflation for the past three years, In fact the rate of inflation for this
period totals thirty six percent (36%). During this time the City of Pravidence
experienced no tax increase, while our costs continued to rise as a result of
this inflati:onazy spirale

In Noveqnber of 1980, I sought the assistanoe of m~nbers of the banking
ccmmunity, accountants, attorneys, local businessmezl and representatives of the
Pravidenoe City Council to review the City"s fiscal condition and to rec~►end
to me apprapriate actiaris. The first report of this Ccs~mittee, issued in January,
reca~nended:

1. Adc~tion, with Rhode Island Auditor General°s approval, of
the modified accrual method of accounting in the current fiscal
year.

2. A$16.33 suppl~nental property tax increase, payable in six
quarterly payments of $3e00, $2.50, $2.50, $2e50 and $2.830

3. Certain legislative action neoessary to impl~nent the above.

4. Irnpl~nentation of effective budgetary prooedures to monitor,
control and limit depaztmental spending.
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I have accepted all of these recar¢nendations; thus, the praposed fiscal
year 1981 budget seeks a$16.33 suppl~nental praperty tax increase. Mindful of
the possible econanic and social consequences to our citizens, payment of this
supplemental increase will be spread over an eighteen month period with only
$6.00 per thousand payable in this fiscal year in two instal]ments of $3.00 per
thrnzsand each. In fiscal year 1982, four additional quarterly payments of $2.50,.
$2.50, $2.50 and $2.83 will be due.

The Caranittee has ncaa issued its second report which, in addition to
stressing the urgency of the current fiscal situation, discusses possible alter-
native revenue sources for fiscal year 1982. These include instituting a.lo
municipal payroll tax, which would clearly necessitate General Ass~nbly action.
It is projected that a lo tax on wages earned in the City would yield an estiunated
14. 5 million dollars on an annual basis. Enactrnent of such a tax would enable us
to significantly reduoe the praperty tax in future years. Another option being
e.xplored is an increase in the State sales t~ of 1%, wi.th those additional revenues
being distributed to the cities and tc~nms.

The City of Providence, as the only central city in the state, is the hane
of many tax exempt institutions which serve a broad public function. Thus the
Cca~anittee reccnunends that the feasability of assessing service charges(i.e. police
protection, fire protection, snaw r~noval, street cleaning, and lighting, etc.)
against private schools, churc.hes, hospitals, and other charitable institutions
within the City, which are presently ex~npt fran any prc~erty tax, be explored with
all possible speed. It is projected such charges could generate approximately three
million dollars annually.

It is the further recatgtiendation of the C~itte that a review of the City's
fee and user charges be unclertaken imnediately so that such fees could be increased
to more realistic levels. These adjustments could generate over one million dollars
in new revenue for fiscal year 1982. It is ~mportant to note that given the late-
ness in the fiscal year and the cemplexity of enacting alternative revenue sources,
the impact of any such effort in the current fiscal year would be minimal. Prc~npt
action on these alternatives would, however, enable the City to generate additional
revenues in future years and it is my intent to use any such alternative/adclitional
revenues to reduce the prc~erty tax rate.

Further, in fiscal year 1982 the Ccmm.ittee has recaranended a 2.5o cap on
spencling growth, which would elimulate the need for any additional tax increase. I
have accepted this recar¢nendation also. In view of existi.ng contracts necessitat-
ing personnel cost increases of approximately 7% and 12% inflation for material and
supplies, it is obvious that such a budget will require reductians in City servioe
and additional econanies and efficiencies in operations. The degree of service
cutbacks needed to meet the proposed 2.5% grawth budget for fiscal year 1982 can not
be predicted at this time and is dependent upon actions being taken prior to July l,
1982 to:

l. Transfer operations of the Sewerage Treatrnent Plant and aerta.in
like services to the regional sewer authority. This would eliminate
the present burden on the City's General Ftuzd for the multi-3nillion
dollar expense.of operating the plant and also significantly reduoe
the line ite~n in the fiscal year 1982 ~~ge~~,.-~fo~:,ct~~ - service .
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2. Establish- once a week- garbage collections by a private
contractor.

3. Establishment of a Water Enterprise Fund which would enable
the City to be reimbursed for servioes pravided to the Water
Supply Board.

It is important to note that the Public Utiliti.es Caranission
has established a hearing date of February 11, 1981 to hear
the Water Supply Board's request for a significant rate increase.

The City's prelinunary forecast of the impact of the above could mean reducti~
of fiscal year 1982 ~penditures by 4-6 million dollars.

I aun enclosing for your review the Second report of the Advisory CaYuu~ittee
on Finances dealing with the above referenoed alternative revenue saurces and the
projections for fiscal year.1982. Let me assure you that I will continue to seek
the active involvPment of this Camlittee and their recc~nnendations with regard to
the stewardship of City finances. I have also requested that the Rhode Island
Public Expenditure Council and the Greater Pravidence ChaQnber of C~unerce under-
take a management efficiency study as part of the Ccaranittee's endeavors, and they
have expressed their willingness to do so. I cannot stress enough the value of
the assistance and cooperation so willingly provided by both of these organizations
c~ver the past several months.

We must be willing to take the steps neoessary to balance the fiscal year
1981 budget; prudently manage our available resources; actively seek alternative
revenue; and efficiently deliver municipal services to our citizens. I seek your
cooperation and prc~t response. Working together, I~n certa.in that we cara provide
the sound, responsible leadership needed at this time.

Respectfully su~nitted,

~l^'`~ ~:~tni~ ~ Ul.~ ~1,~ GV'~ ~

VINC~IVVT A. QANCI, JR.
Mayor of Providence

VAC


