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Date of State Budget Office Approval: Wednesday, May 10, 2023
Date Requested: Monday, April 17, 2023

Date Due: Thursday, April 27, 2023
Impact on Expenditures Impact on Revenues
FY 2023 SO - FY 2023 N/A
_ Indeterminate but
FY 2024 Indeterminate i g FY 2024 N/A
significant.
FY 2025 Indeterminate FY 2025 N/A

Explanation by State This bill would phase in a statewide tangible property tax exemption and would

Budget Office: establish a state program to fully reimburse municipalities and fire districts for the
foregone tax revenue. The exemption threshold would be $5,000 for the tax year
ending on December 31, 2023, $20,000 for the tax year ending on December 31,
2024, $50,000 for the tax year ending on December 31, 2025, $100,000 for the tax
year ending on December 31, 2026, and $250,000 for the tax year ending on
December 31, 2027. Municipalities and fire districts would be reimbursed by the
state for the amount of foregone tax revenues in FY 2024 through FY 2028.
Beginning in FY 2029 municipalities and fire districts would be reimbursed at the
FY 2028 amount.

Uniformly applied exemptions established by municipalities and fire districts as of
the effective date of the law would be disregarded for the purpose of reimbursement,
such that the reimbursement amount would include the revenue loss resulting from
such pre-existing exemptions. Tangible personal property tax rates would be capped
at the rate in effect in the tax year ending December 31, 2022. Municipalities and fire
districts would be required to submit tangible property levy information to the
Department of Revenue in FY 2024 through FY 2028.

Comments on Reimbursements to municipalities and fire districts would be made from general
Sources of Funds: revenues.

Summary of Facts A rough estimate of the impact based on Division of Municipal Finance (DMF)
and Assumptions: calculations would be $5,271.672 in FY 2024, $14,679,977 in FY 2025,

$25,511,157 in FY 2026, $36,352,348 in FY 2027, and $54,128,496 in FY 2028 and
beyond. However, there are a number of caveats.

This estimate is based on a DMF analysis of municipal tax rolls and uses assessment
data for the tax year ending on December 31, 2020. (Data for the tax year ending on
December 31, 2023, will not be available until August 15, 2024.) DMF reduced the
gross assessment for each individual account in every municipality by the exemption
amount,

The estimate does not include fire districts because DMF does not have sufficient
data. The total amount of tangible levy generated by the approximately 24 applicable
fire districts is about $1.7 million, based on assessments for the tax year ending
December 31, 2020.
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The bill appears to inadvertently sunset the exemption because it sets the exemption
at $250,000 for the tax year ending on December 31, 2027, but makes no reference
to subsequent tax years while also seemingly requiring the state to fund locals at the
same level as was reimbursed by the state in FY2028 in perpetuity.

The bill’s exemption tax years and reimbursement fiscal years are misaligned. The
first date of exemption to be applied by the municipalities and fire districts is for the
tax year ending December 31, 2023, while the first reimbursement occurs in the
state’s FY 2024. However, for most municipalities the 12-31-23 assessments will be
applicable to their FY 2025 budgets. Furthermore, DMF will not receive assessment
data from municipalities for the 12-31-23 assessments until August 15, 2024, and
therefore would only be able to propose budget amounts for the state’s FY 2026
unless the funding were applied to the current budget year, which would be FY 2025.
This would require estimating the amount in the FY 2025 enacted budget and
correcting it in the FY 2025 revised budget. It is not possible under any circumstance
to reimburse municipalities and fire districts in FY 2024 for forgone tax revenue in
the tax year ending December 31, 2023.

Although the intent of the bill seems to be that the value of tangible property would
be exempt up to the threshold amounts and that tangible property valued at more than
the threshold amounts would only be taxed on the value above the threshold amounts
the bill does not clearly state that and could be subject to differing interpretations by
municipalities and fire districts.

Furthermore, the intent of the bill appears to be that municipalities and fire districts
be reimbursed for foregone tax revenue as a result of the exemption, but the bill does
not specify any methodology to accomplish this.

The bill does not distinguish among tangible personal property that is not exempt
from taxation, which would seem to include public service corporation tangible
property subject to taxation pursuant to R.I.G.L. § 44-13-13, renewable energy
resources and associated equipment subject to taxation pursuant to R.I.G.L. § 44-5-
3(c), unregistered motor vehicles, and mobile homes taxed as tangible. The provision
that exemptions must be applied as of the effective date of the law is somewhat
ambiguous, as it does not address exemptions that are not in effect for the current tax
year but that have been approved by municipal ordinance to take effect for the
following tax year.

The bill does not specify an application process for taxpayers, whether taxpayers
would be required to report as they currently do and upon application to a
municipality or fire district the exemption would then be applied by the local or if a
simple attestation by the taxpayer be acceptable. Application through attestation does
create potential reimbursement issues.

Although the legislation places a cap on local tangible tax rates it does not address
any potential issues arising from local property tax classification.

The bill does not establish a required reporting date or a distribution schedule for
reimbursement to municipalities and fire districts. Although municipalities are
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already required to submit certification data by August 15 of each year, fire districts
are required to submit this information not less than 30 business days prior to their
annual meetings, the dates of which vary among fire districts.

Summary of Fiscal A rough estimate of the impact would be $5.3 million in FY 2024 and $14.7 million
Impact: in FY 2025, but the issues listed above make it impossible to determine the true

impact.
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