OFFICE OF MANAGEMENT & BUDGET

State Budget Office
DEPARTMENT OF One Capitol Hill Office: (401) 222-6300
ADMINISTRATION Providence, RI 02908-5890 Fax: (401) 222-6410

MEMORANDUM

The Honorable Marvin L. Abney, Chairman, House Finance Committee
The Honorable Ryan W. Pearson, Chairman, Senate Finance Committee

From: Joseph Codega Jr., Budget Officer W
Date: April 22, 2022

Subject: Amendment to FY 2023 Appropriations Act (22-H-7123)

To:

The Governor requests that several budget article amendments be made under the FY 2023
Appropriations Act as follows:

e Amend Article 2 - Relating to State Funds to create a new restricted receipt account
within the Office of the Postsecondary Commissioner related to Science, Technology,
Engineering, and Mathematics.

e Amend Article 8 - Relating to Small Business to increase the exemption for cottage
food operations from annual gross sales of $25,000 to $50,000. This amendment has
minimal to no budget impact and would be anticipated to increase the number of
entities that may qualify and register for Cottage Food Manufacture.

e Amend Article 8 - Relating to Small Business to include a reference to the Small
Business Development Fund in Title 44, Chapter 30, to provide the Division of Taxation
the authority to implement the credit on the tax return.

e Amend Article 10 - Relating to Education to strike Section 1 in its entirety and replace
with updated text. This amends the statute to specify that repayment of miscalculated
aid be repaid in FY 2022 rather than the next fiscal year, which would be FY 2023.

If you have any questions regarding these amendments, please feel free to call me or my staff
at 222-6300.

JC:22-Amend-6
Attachments

cc: Sharon Reynolds Ferland, House Fiscal Advisor
Stephen Whitney, Senate Fiscal Advisor
James E. Thorsen, Director of Administration
Brian Daniels, Director, Office of Management and Budget
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H 7123, RELATING TO MAKING APPROPRIATIONS IN SUPPORT OF FY 2023

Article 2 - Relating to State Funds

New SECTION 1, Page 57, after Line 2: Insert new Section 1 as included in Appendix 1
attached to this memo and renumber all subsequent sections accordingly. This amends Article
2 to create a new restricted receipt account within the Office of the Postsecondary
Commissioner related to the financing of scholarships for Science, Technology, Engineering,
and Mathematics pursuant to an agreement between IGT Global Solutions Corporation and
the Department of Revenue, Division of Lottery, providing for an annual contribution of
$35,000 for these purposes for the fiscal years FY 2022 through FY 2042.

Page 60, after Line 25: Insert new line “IGT STEM Scholarships” to provide for the exemption
of the above stated account from the indirect cost recovery provisions of § 35-4-27.

Article 8 - Relating to Small Business

SECTION 4. Page 125, Line 18 and Line 19: strike “twenty-five-thousand-delars{$25,000)"
and replace with, “fifty thousand dollars ($50,000)".

New SECTION 13. Appendix 2 attached to this memo is a new section for Article 8 that was
inadvertently left out of the original appropriations act as submitted to the General Assembly.
Add new Section 13 on Page 174, after Line 5 and renumber subsequent sections. This
change relates to the Small Business Development Fund amendment, as a reference to the
credit against the Personal Income Tax in the Small Business Development Fund should be
included in Title 44, Chapter 30 to provide the Division of Taxation the authority to implement
the credit on the tax return. This section will take effect upon passage.

Article 10 - Relating to Education

Section 1, Page 191, Line 3: strike Section 1 in its entirety and replace with:

New SECTION 1. Appendix 3 attached to this memo replaces Article 10, Section 1 in its entirety
and replaces it with a new Section 1 which adjusts the timeline for repayment of funding
formula aid that was miscalculated in FY 2022. This change would allow the Department of
Elementary and Secondary Education to repay LEAs affected by miscalculation of aid in FY
2022 instead of FY 2023. This amendment would result in a net expenditure increase across
the revised FY 2022 and FY 2023 Governor’'s Recommended budgets, as the shifts from FY
2023 to FY 2022 results in an additional funding formula allocation as specified by the proviso
language included on page 24, line 14 - 19 of 22-H-7123. See GBA 4 and GBA 5.
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H 7123 RELATING TO MAKING APPROPRIATIONS IN SUPPORT OF FY 2023

Article 2 — Relating to State Funds

SECTION 1. Section 16-59-9 of the general Laws in Chapter 16-59 entitled “Council on
Postsecondary Education” is hereby amended to read as follows:

§ 16-59-9. Educational budget and appropriations.

(a) The general assembly shall annually appropriate any sums it deems necessary for support and
maintenance of higher education in the state and the state controller is authorized and directed to draw his
or her orders upon the general treasurer for the payment of the appropriations or so much of the sums that
are necessary for the purposes appropriated, upon the receipt by him or her of proper vouchers as the council
on postsecondary education may by rule provide. The council shall receive, review, and adjust the budget
for the office of postsecondary commissioner and present the budget as part of the budget for higher
education under the requirements of § 35-3-4.

(b) The office of postsecondary commissioner and the institutions of public higher education shall
establish working capital accounts.

(c) Any tuition or fee increase schedules in effect for the institutions of public higher education
shall be received by the council on postsecondary education for allocation for the fiscal year for which state
appropriations are made to the council by the general assembly; provided that no further increases may be
made by the board of education or the council on postsecondary education for the year for which
appropriations are made. Except that these provisions shall not apply to the revenues of housing, dining,
and other auxiliary facilities at the university of Rhode Island, Rhode Island college, and the community
colleges including student fees as described in P.L. 1962, ch. 257 pledged to secure indebtedness issued at
any time pursuant to P.L. 1962, ch. 257 as amended.

(d) All housing, dining, and other auxiliary facilities at all public institutions of higher learning
shall be self-supporting and no funds shall be appropriated by the general assembly to pay operating

expenses, including principal and interest on debt services, and overhead expenses for the facilities, with
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the exception of the mandatory fees covered by the Rhode Island promise scholarship program as
established by § 16-107-3. Any debt-service costs on general obligation bonds presented to the voters in
November 2000 and November 2004 or appropriated funds from the Rhode Island capital plan for the
housing auxiliaries at the university of Rhode Island and Rhode Island college shall not be subject to this
self-supporting requirement in order to provide funds for the building construction and rehabilitation
program. The institutions of public higher education will establish policies and procedures that enhance the
opportunity for auxiliary facilities to be self-supporting, including that all faculty provide timely and
accurate copies of booklists for required textbooks to the public higher educational institution's bookstore.

(e) The additional costs to achieve self-supporting status shall be by the implementation of a fee
schedule of all housing, dining, and other auxiliary facilities, including but not limited to, operating
expenses, principal, and interest on debt services, and overhead expenses.

(f) The board of education is authorized to establish two (2) restricted-receipt accounts for the
higher education and industry centers established throughout the state: one to collect lease payments from
occupying companies, and fees from room and service rentals, to support the operation and maintenance of
the facilities; and one to collect donations to support construction, operations and maintenance. All such
revenues shall be deposited to the restricted-receipt accounts.

(g) Notwithstanding subsections (a) and (d) of this section or any provisions of this title, to the
extent necessary to comply with the provisions of any outstanding bonds issued by the Rhode Island health
and educational building corporation or outstanding lease certificates of participation, in either case, issued
for the benefit of the university of Rhode Island, the community college of Rhode Island, and/or Rhode
Island college, to the extent necessary to comply with the provisions of any such bonds or certificates of
participation, the general assembly shall annually appropriate any such sums it deems necessary from
educational and general revenues (including, but not limited to, tuition) and auxiliary enterprise revenues
derived from the university of Rhode Island, the community college of Rhode Island and Rhode Island

college, to be allocated by the council on postsecondary education or by the board of trustees of the
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university of Rhode Island, as appropriate, in accordance with the terms of the contracts with such
bondholders or certificate holders.

(h) The board of education is authorized to establish a restricted-receipt account for income
generated by the Rhode Island nursing education center through the rental of classrooms, laboratories, or
other facilities located on the Providence campus of the nursing education center. All such revenues shall
be deposited to the restricted receipt account.

(1) The board of education is authorized to establish a restricted-receipt account for the receipt and

expenditure of monies received from IGT Global Solutions Corporation for the purpose of financing

scholarships relating to studying science, technology, engineering, or mathematics at an accredited

educational institution. This account shall be housed within the budget of the office of the postsecondary

commissioner and exempt from the indirect cost recovery provisions of § 35-4-27.
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H 7123 RELATING TO MAKING APPROPRIATIONS IN SUPPORT OF FY 2023

Article 8 — Relating to Small Business

New Section 13.

SECTION 13. Section 44-30-2.6 of the General Laws in Chapter 44-30 entitled “Personal Income
Tax” is hereby amended to read as follows:

44-30-2.6. Rhode Island taxable income — Rate of tax.

(a) "Rhode Island taxable income" means federal taxable income as determined under the Internal
Revenue Code, 26 U.S.C. § 1 et seq., not including the increase in the basic, standard-deduction amount
for married couples filing joint returns as provided in the Jobs and Growth Tax Relief Reconciliation Act
0f 2003 and the Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA), and as modified
by the modifications in § 44-30-12.

(b) Notwithstanding the provisions of §§ 44-30-1 and 44-30-2, for tax years beginning on or after
January 1, 2001, a Rhode Island personal income tax is imposed upon the Rhode Island taxable income of
residents and nonresidents, including estates and trusts, at the rate of twenty-five and one-half percent
(25.5%) for tax year 2001, and twenty-five percent (25%) for tax year 2002 and thereafter of the federal
income tax rates, including capital gains rates and any other special rates for other types of income, except
as provided in § 44-30-2.7, which were in effect immediately prior to enactment of the Economic Growth
and Tax Relief Reconciliation Act of 2001 (EGTRRA); provided, rate schedules shall be adjusted for
inflation by the tax administrator beginning in taxable year 2002 and thereafter in the manner prescribed
for adjustment by the commissioner of Internal Revenue in 26 U.S.C. § 1(f). However, for tax years
beginning on or after January 1, 2006, a taxpayer may elect to use the alternative flat tax rate provided in §
44-30-2.10 to calculate his or her personal income tax liability.

(c) For tax years beginning on or after January 1, 2001, if a taxpayer has an alternative minimum
tax for federal tax purposes, the taxpayer shall determine if he or she has a Rhode Island alternative

minimum tax. The Rhode Island alternative minimum tax shall be computed by multiplying the federal
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tentative minimum tax without allowing for the increased exemptions under the Jobs and Growth Tax Relief
Reconciliation Act of 2003 (as redetermined on federal form 6251 Alternative Minimum Tax-Individuals)
by twenty-five and one-half percent (25.5%) for tax year 2001, and twenty-five percent (25%) for tax year
2002 and thereafter, and comparing the product to the Rhode Island tax as computed otherwise under this
section. The excess shall be the taxpayer's Rhode Island alternative minimum tax.

(1) For tax years beginning on or after January 1, 2005, and thereafter, the exemption amount for
alternative minimum tax, for Rhode Island purposes, shall be adjusted for inflation by the tax administrator
in the manner prescribed for adjustment by the commissioner of Internal Revenue in 26 U.S.C. § 1(f).

(2) For the period January 1, 2007, through December 31, 2007, and thereafter, Rhode Island
taxable income shall be determined by deducting from federal adjusted gross income as defined in 26 U.S.C.
§ 62 as modified by the modifications in § 44-30-12 the Rhode Island itemized-deduction amount and the
Rhode Island exemption amount as determined in this section.

(A) Tax imposed.

(1) There is hereby imposed on the taxable income of married individuals filing joint returns and

surviving spouses a tax determined in accordance with the following table:

If taxable income is: The tax is:

Not over $53, 150 3.75% of taxable income

Over $53,150 but not over $128,500 $1,993.13 plus 7.00% of the excess over $53,15
Over $128,500 but not over $195,850 $7,267.63 plus 7.75% of the excess over $128,500
Over $195,850 but not over $349,700 $12,487.25 plus 9.00% of the excess over $195,850
Over $349,700 $26,333.75 plus 9.90% of the excess over $349,700

(2) There is hereby imposed on the taxable income of every head of household a tax determined in
accordance with the following table:
If taxable income is: The tax is:
Not over $42, 650 3.75% of taxable income

Over $42.650 but not over $110,100 $1,599.38 plus 7.00% of the excess over $42,650
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Over $110,100 but not over $178,350 $6,320.88 plus 7.75% of the excess over $110,100
Over $178,350 but not over $349,700 $11,610.25 plus 9.00% of the excess over $178,350
Over $349,700 $27,031.75 plus 9.90% of the excess over $349,700

(3) There is hereby imposed on the taxable income of unmarried individuals (other than surviving

spouses and heads of households) a tax determined in accordance with the following table:

If taxable income is: The tax is:

Not over $31,850 3.75% of taxable income

Over $31,850 but not over $77,100 $1,194.38 plus 7.00% of the excess over $31,850
Over $31,850 but not over $77,100 $1,194.38 plus 7.00% of the excess over $31,850
Over $77,100 but not over $160,850 $4,361.88 plus 7.75% of the excess over $77,100
Over $160,850 but not over $349,700 $10,852.50 plus 9.00% of the excess over $160,850
Over $349,700 $27,849.00 plus 9.90% of the excess over $349,700

(4) There is hereby imposed on the taxable income of married individuals filing separate returns

and bankruptcy estates a tax determined—mined in accordance with the following table:

If taxable income is: The tax is:

Not over $26,575 3.75% of taxable income

Over $26,575 but not over $64,250 $996.56 plus 7.00% of the excess over $26,575
Over $64,250 but not over $97,925 $3,633.81 plus 7.75% of the excess over $64,250
Over $97,925 but not over $174,850 $6,243.63 plus 9.00% of the excess over $97,925
Over $174,850 $13,166.88 plus 9.90% of the excess over $174,850

(5) There is hereby imposed a taxable income of an estate or trust a tax determined in accordance

with the following table:

If taxable income is: The tax is:
Not over $2,150 3.75% of taxable income
Over $2,150 but not over $5,000 $80.63 plus 7.00% of the excess over $2,150

Over $5,000 but not over $7,650 $280.13 plus 7.75% of the excess over $5,000
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Over $7,650 but not over $10,450 $485.50 plus 9.00% of the excess over $7,650
Over $10,450 $737.50 plus 9.90% of the excess over $10,450

(6) Adjustments for inflation.

The dollars amount contained in paragraph (A) shall be increased by an amount equal to:

(a) Such dollar amount contained in paragraph (A) in the year 1993, multiplied by;

(b) The cost-of-living adjustment determined under section (J) with a base year of 1993;

(¢) The cost-of-living adjustment referred to in subparagraphs (a) and (b) used in making
adjustments to the nine percent (9%) and nine and nine tenths percent (9.9%) dollar amounts shall be
determined under section (J) by substituting "1994" for "1993."

(B) Maximum capital gains rates.

(1) In general.

If a taxpayer has a net capital gain for tax years ending prior to January 1, 2010, the tax imposed
by this section for such taxable year shall not exceed the sum of:

(a) 2.5% of the net capital gain as reported for federal income tax purposes under section 26 U.S.C.
§ 1(h)(1)(a) and 26 U.S.C. § 1(h)(1)(b).

(b) 5% of the net capital gain as reported for federal income tax purposes under 26 U.S.C. §
1(h)(1)(c).

(c) 6.25% of the net capital gain as reported for federal income tax purposes under 26 U.S.C. §
1(h)(1)(d).

(d) 7% of the net capital gain as reported for federal income tax purposes under 26 U.S.C. §
1(h)(1)(e).

(2) For tax years beginning on or after January 1, 2010, the tax imposed on net capital gain shall be
determined under subdivision 44-30-2.6(c)(2)(A).

(C) Itemized deductions.

(1) In general.
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For the purposes of section (2), "itemized deductions" means the amount of federal itemized
deductions as modified by the modifications in § 44-30-12.
(2) Individuals who do not itemize their deductions.
In the case of an individual who does not elect to itemize his deductions for the taxable year, they may elect
to take a standard deduction.
(3) Basic standard deduction
The Rhode Island standard deduction shall be allowed in accordance with the following table:
Filing status Amount
Single $5,350
Married filing jointly or qualifying widow(er)  $8,900
Married filing separately $4,450
Head of Household $7.,850
(4) Additional standard deduction for the aged and blind.
An additional standard deduction shall be allowed for individuals age sixty-five (65) or older or blind in
the amount of $1,300 for individuals who are not married and $1,050 for individuals who are married.
(5) Limitation on basic standard deduction in the case of certain dependents.
In the case of an individual to whom a deduction under section (E) is allowable to another taxpayer, the
basic standard deduction applicable to such individual shall not exceed the greater of:
(a) $850;
(b) The sum of $300 and such individual's earned income;
(6) Certain individuals not eligible for standard deduction.
In the case of:
(a) A married individual filing a separate return where either spouse itemizes deductions;
(b) Nonresident alien individual;
(c) An estate or trust;

The standard deduction shall be zero.
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(7) Adjustments for inflation.

Each dollar amount contained in paragraphs (3), (4) and (5) shall be increased by an amount equal to:

(a) Such dollar amount contained in paragraphs (3), (4) and (5) in the year 1988, multiplied by

(b) The cost-of-living adjustment determined under section (J) with a base year of 1988.

(D) Overall limitation on itemized deductions.

(1) General rule.

In the case of an individual whose adjusted gross income as modified by § 44-30-12 exceeds the
applicable amount, the amount of the itemized deductions otherwise allowable for the taxable year shall be
reduced by the lesser of:

(a) Three percent (3%) of the excess of adjusted gross income as modified by § 44-30-12 over the
applicable amount; or

(b) Eighty percent (80%) of the amount of the itemized deductions otherwise allowable for such
taxable year.

(2) Applicable amount.

(a) In general.

For purposes of this section, the term "applicable amount" means $156,400 ($78,200 in the case of a
separate return by a married individual)

(b) Adjustments for inflation.

Each dollar amount contained in paragraph (a) shall be increased by an amount equal to:

(i) Such dollar amount contained in paragraph (a) in the year 1991, multiplied by

(ii) The cost-of-living adjustment determined under section (J) with a base year of 1991.

(3) Phase-out of Limitation.

(a) In general.

In the case of taxable year beginning after December 31, 2005, and before January 1, 2010, the reduction
under section (1) shall be equal to the applicable fraction of the amount which would be the amount of such

reduction.
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(b) Applicable fraction.
For purposes of paragraph (a), the applicable fraction shall be determined in accordance with the following
table:

For Taxable years beginning in

calendar year The applicable fraction is
2006 and 2007 %
2008 and 2009 Vs

(E) Exemption amount.

(1) In general.
Except as otherwise provided in this subsection, the term "exemption amount" means $3,400.

(2) Exemption amount disallowed in case of certain dependents.
In the case of an individual with respect to whom a deduction under this section is allowable to another
taxpayer for the same taxable year, the exemption amount applicable to such individual for such individual's
taxable year shall be zero.

(3) Adjustments for inflation.
The dollar amount contained in paragraph (1) shall be increased by an amount equal to:

(a) Such dollar amount contained in paragraph (1) in the year 1989, multiplied by

(b) The cost-of-living adjustment determined under section (J) with a base year of 1989.

(4) Limitation.

(a) In general.
In the case of any taxpayer whose adjusted gross income as modified for the taxable year exceeds the
threshold amount shall be reduced by the applicable percentage.

(b) Applicable percentage.
In the case of any taxpayer whose adjusted gross income for the taxable year exceeds the threshold amount,
the exemption amount shall be reduced by two (2) percentage points for each $2,500 (or fraction thereof)

by which the taxpayer's adjusted gross income for the taxable year exceeds the threshold amount. In the
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case of a married individual filing a separate return, the preceding sentence shall be applied by substituting
"$1,250" for "$2,500." In no event shall the applicable percentage exceed one hundred percent (100%).
(c) Threshold Amount.

For the purposes of this paragraph, the term "threshold amount" shall be determined with the following

table:
Filing status Amount
Single $156,400

Married filing jointly or qualifying widow(er)  $234,600
Married filing separately $117,300
Head of Household $195,500
(d) Adjustments for inflation.
Each dollar amount contained in paragraph (b) shall be increased by an amount equal to:
(1) Such dollar amount contained in paragraph (b) in the year 1991, multiplied by
(i1) The cost-of-living adjustment determined under section (J) with a base year of 1991.
(5) Phase-out of limitation.
() In general.
In the case of taxable years beginning after December 31, 2005, and before January 1, 2010, the reduction
under section 4 shall be equal to the applicable fraction of the amount which would be the amount of such
reduction.
(b) Applicable fraction.
For the purposes of paragraph (a), the applicable fraction shall be determined in accordance with the
following table:
For Taxable years beginning in
calendar year The applicable fraction is
2006 and 2007 7

2008 and 2009 VZ
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(F) Alternative minimum tax.

(1) General rule. There is hereby imposed (in addition to any other tax imposed by this subtitle) a tax equal
to the excess (if any) of:

(a) The tentative minimum tax for the taxable year, over

(b) The regular tax for the taxable year.

(2) The tentative minimum tax for the taxable year is the sum of:

(a) 6.5 percent of so much of the taxable excess as does not exceed $175,000, plus

(b) 7.0 percent of so much of the taxable excess above $175,000.

(3) The amount determined under the preceding sentence shall be reduced by the alternative
minimum tax foreign tax credit for the taxable year.

(4) Taxable excess. For the purposes of this subsection the term "taxable excess" means so much
of the federal alternative minimum taxable income as modified by the modifications in § 44-30-12 as
exceeds the exemption amount.

(5) In the case of a married individual filing a separate return, subparagraph (2) shall be applied by
substituting "$87,500" for $175,000 each place it appears.

(6) Exemption amount.

For purposes of this section "exemption amount" means:
Filing status Amount
Single $39,150

Married filing jointly or qualifying widow(er)  $53,700

Married filing separately $26,850
Head of Household $39,150
Estate or trust $24,650

(7) Treatment of unearned income of minor children

(a) In general.
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sum of:

In the case of a minor child, the exemption amount for purposes of section (6) shall not exceed the

(1) Such child's earned income, plus

(i1) $6,000.

(8) Adjustments for inflation.

The dollar amount contained in paragraphs (6) and (7) shall be increased by an amount equal to:
(a) Such dollar amount contained in paragraphs (6) and (7) in the year 2004, multiplied by

(b) The cost-of-living adjustment determined under section (J) with a base year of 2004.

(9) Phase-out.

(a) In general.

The exemption amount of any taxpayer shall be reduced (but not below zero) by an amount equal

to twenty-five percent (25%) of the amount by which alternative minimum taxable income of the taxpayer

exceeds the threshold amount.

(b) Threshold amount.

For purposes of this paragraph, the term "threshold amount" shall be determined with the following

table:
Filing status Amount
Single $123,250

Married filing jointly or qualifying widow(er) $164,350

Married filing separately $82,175
Head of Household $123,250
Estate or trust $82,150

(c) Adjustments for inflation

Each dollar amount contained in paragraph (9) shall be increased by an amount equal to:

(1) Such dollar amount contained in paragraph (9) in the year 2004, multiplied by

(i1) The cost-of-living adjustment determined under section (J) with a base year of 2004.
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(G) Other Rhode Island taxes.

(1) General rule. There is hereby imposed (in addition to any other tax imposed by this subtitle) a
tax equal to twenty-five percent (25%) of:

(a) The Federal income tax on lump-sum distributions.

(b) The Federal income tax on parents' election to report child's interest and dividends.

(c) The recapture of Federal tax credits that were previously claimed on Rhode Island return.

(H) Tax for children under 18 with investment income.

(1) General rule. There is hereby imposed a tax equal to twenty-five percent (25%) of:

(a) The Federal tax for children under the age of 18 with investment income.

(I) Averaging of farm income.

(1) General rule. At the election of an individual engaged in a farming business or fishing business,
the tax imposed in section 2 shall be equal to twenty-five percent (25%) of:

(a) The Federal averaging of farm income as determined in IRC section 1301 [26 U.S.C. § 1301].

(J) Cost-of-living adjustment.
(1) In general.
The cost-of-living adjustment for any calendar year is the percentage (if any) by which:

(a) The CPI for the preceding calendar year exceeds

(b) The CPI for the base year.

(2) CPI for any calendar year.
For purposes of paragraph (1), the CPI for any calendar year is the average of the consumer price index as
of the close of the twelve (12) month period ending on August 31 of such calendar year.

(3) Consumer price index.
For purposes of paragraph (2), the term "consumer price index" means the last consumer price index for all
urban consumers published by the department of labor. For purposes of the preceding sentence, the revision
of the consumer price index that is most consistent with the consumer price index for calendar year 1986

shall be used.
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(4) Rounding.

(a) In general.

If any increase determined under paragraph (1) is not a multiple of $50, such increase shall be rounded to
the next lowest multiple of $50.

(b) In the case of a married individual filing a separate return, subparagraph (a) shall be applied by
substituting "$25" for $50 each place it appears.

(K) Credits against tax. For tax years beginning on or after January 1, 2001, a taxpayer entitled to
any of the following federal credits enacted prior to January 1, 1996, shall be entitled to a credit against the
Rhode Island tax imposed under this section:

(1) [Deleted by P.L. 2007, ch. 73, art. 7, § 5.]

(2) Child and dependent care credit;

(3) General business credits;

(4) Credit for elderly or the disabled;

(5) Credit for prior year minimum tax;

(6) Mortgage interest credit;

(7) Empowerment zone employment credit;

(8) Qualified electric vehicle credit.

(L) Credit against tax for adoption. For tax years beginning on or after January 1, 2006, a taxpayer
entitled to the federal adoption credit shall be entitled to a credit against the Rhode Island tax imposed under
this section if the adopted child was under the care, custody, or supervision of the Rhode Island department
of children, youth and families prior to the adoption.

(M) The credit shall be twenty-five percent (25%) of the aforementioned federal credits provided
there shall be no deduction based on any federal credits enacted after January 1, 1996, including the rate
reduction credit provided by the federal Economic Growth and Tax Reconciliation Act of 2001 (EGTRRA).

In no event shall the tax imposed under this section be reduced to less than zero. A taxpayer required to



GBA 6 - Appendix 2
Page 13

recapture any of the above credits for federal tax purposes shall determine the Rhode Island amount to be
recaptured in the same manner as prescribed in this subsection.

(N) Rhode Island earned-income credit.

(1) In general.

For tax years beginning before January 1, 2015, a taxpayer entitled to a federal earned-income
credit shall be allowed a Rhode Island earned-income credit equal to twenty-five percent (25%) of the
federal earned-income credit. Such credit shall not exceed the amount of the Rhode Island income tax.
For tax years beginning on or after January 1, 2015, and before January 1, 2016, a taxpayer entitled to a
federal earned-income credit shall be allowed a Rhode Island earned-income credit equal to ten percent
(10%) of the federal earned-income credit. Such credit shall not exceed the amount of the Rhode Island
income tax.

For tax years beginning on or after January 1, 2016, a taxpayer entitled to a federal earned-income
credit shall be allowed a Rhode Island earned-income credit equal to twelve and one-half percent (12.5%)
of the federal earned-income credit. Such credit shall not exceed the amount of the Rhode Island income
tax.

For tax years beginning on or after January 1, 2017, a taxpayer entitled to a federal earned-income
credit shall be allowed a Rhode Island earned-income credit equal to fifteen percent (15%) of the federal
earned-income credit. Such credit shall not exceed the amount of the Rhode Island income tax.

(2) Refundable portion.

In the event the Rhode Island earned-income credit allowed under paragraph (N)(1) of this section exceeds
the amount of Rhode Island income tax, a refundable earned-income credit shall be allowed as follows.

(i) For tax years beginning before January 1, 2015, for purposes of paragraph (2) refundable earned-
income credit means fifteen percent (15%) of the amount by which the Rhode Island earned-income credit

exceeds the Rhode Island income tax.
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(i1) For tax years beginning on or after January 1, 2015, for purposes of paragraph (2) refundable
earned-income credit means one hundred percent (100%) of the amount by which the Rhode Island earned-
income credit exceeds the Rhode Island income tax.

(O) The tax administrator shall recalculate and submit necessary revisions to paragraphs (A)
through (J) to the general assembly no later than February 1, 2010, and every three (3) years thereafter for
inclusion in the statute.

(3) For the period January 1, 2011, through December 31, 2011, and thereafter, "Rhode Island
taxable income" means federal adjusted gross income as determined under the Internal Revenue Code, 26
U.S.C. § 1 et seq., and as modified for Rhode Island purposes pursuant to § 44-30-12 less the amount of
Rhode Island Basic Standard Deduction allowed pursuant to subparagraph 44-30-2.6(c)(3)(B), and less the
amount of personal exemption allowed pursuant to subparagraph 44-30-2.6(c)(3)(C).

(A) Tax imposed.

(I) There is hereby imposed on the taxable income of married individuals filing joint returns,
qualifying widow(er), every head of household, unmarried individuals, married individuals filing separate

returns and bankruptcy estates, a tax determined in accordance with the following table:

RI Taxable Income RI Income Tax

Over But not over Pay + % on Excess on the amount over
$0- $ 55,000 $0+3.75% $0

55,000 - 125,000 2,063 +4.75% 55,000
125,000 - 5,388 + 5.99% 125,000

(IT) There is hereby imposed on the taxable income of an estate or trust a tax determined in

accordance with the following table:

RI Taxable Income RI Income Tax
Over But not over Pay + % on Excess on the amount over
$0- $2,230 $0+3.75% $0

2,230 - 7,022 84 +4.75% 2,230
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7,022 - 312 +5.99% 7,022
(B) Deductions:

D Rhode Island Basic Standard Deduction.

Only the Rhode Island standard deduction shall be allowed in accordance with the following table:
Filing status Amount
Single $7,500
Married filing jointly or qualifying widow(er)  $15,000
Married filing separately $7,500
Head of Household $11,250

(IT) Nonresident alien individuals, estates and trusts are not eligible for standard deductions.

(II) In the case of any taxpayer whose adjusted gross income, as modified for Rhode Island
purposes pursuant to § 44-30-12, for the taxable year exceeds one hundred seventy-five thousand dollars
($175,000), the standard deduction amount shall be reduced by the applicable percentage. The term
"applicable percentage" means twenty (20) percentage points for each five thousand dollars ($5,000) (or
fraction thereof) by which the taxpayer's adjusted gross income for the taxable year exceeds one hundred
seventy-five thousand dollars ($175,000).

(C) Exemption Amount:

(D) The term "exemption amount" means three thousand five hundred dollars ($3,500) multiplied
by the number of exemptions allowed for the taxable year for federal income tax purposes. For tax years
beginning on or after 2018, the term "exemption amount" means the same as it does in 26 U.S.C. § 151
and 26 U.S.C. § 152 just prior to the enactment of the Tax Cuts and Jobs Act (Pub. L. No. 115-97) on
December 22, 2017.

(IT) Exemption amount disallowed in case of certain dependents. In the case of an individual with
respect to whom a deduction under this section is allowable to another taxpayer for the same taxable year,
the exemption amount applicable to such individual for such individual's taxable year shall be zero.

(IIT) Identifying information required.
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(1) Except as provided in § 44-30-2.6(c)(3)(C)(II) of this section, no exemption shall be allowed
under this section with respect to any individual unless the Taxpayer Identification Number of such
individual is included on the federal return claiming the exemption for the same tax filing period.

(2) Notwithstanding the provisions of § 44-30-2.6(c)(3)(C)(I) of this section, in the event that the
Taxpayer Identification Number for each individual is not required to be included on the federal tax return
for the purposes of claiming a personal exemption(s), then the Taxpayer Identification Number must be
provided on the Rhode Island tax return for the purpose of claiming said exemption(s).

(D) In the case of any taxpayer whose adjusted gross income, as modified for Rhode Island
purposes pursuant to § 44-30-12, for the taxable year exceeds one hundred seventy-five thousand dollars
($175,000), the exemption amount shall be reduced by the applicable percentage. The term "applicable
percentage" means twenty (20) percentage points for each five thousand dollars ($5,000) (or fraction
thereof) by which the taxpayer's adjusted gross income for the taxable year exceeds one hundred seventy-
five thousand dollars ($175,000).

(E) Adjustment for inflation. The dollar amount contained in subparagraphs 44-30-2.6(c)(3)(A),
44-30-2.6(c)(3)(B) and 44-30-2.6(c)(3)(C) shall be increased annually by an amount equal to:

(D Such dollar amount contained in subparagraphs 44-30-2.6(c)(3)(A), 44-30-2.6(c)(3)(B) and 44-
30-2.6(c)(3)(C) adjusted for inflation using a base tax year of 2000, multiplied by;

(IT) The cost-of-living adjustment with a base year of 2000.

(IIT) For the purposes of this section, the cost-of-living adjustment for any calendar year is the
percentage (if any) by which the consumer price index for the preceding calendar year exceeds the consumer
price index for the base year. The consumer price index for any calendar year is the average of the consumer
price index as of the close of the twelve-month (12) period ending on August 31, of such calendar year.

(IV) For the purpose of this section the term "consumer price index" means the last consumer price
index for all urban consumers published by the department of labor. For the purpose of this section the
revision of the consumer price index that is most consistent with the consumer price index for calendar year

1986 shall be used.
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(V) If any increase determined under this section is not a multiple of fifty dollars ($50.00), such
increase shall be rounded to the next lower multiple of fifty dollars ($50.00). In the case of a married
individual filing separate return, if any increase determined under this section is not a multiple of twenty-
five dollars ($25.00), such increase shall be rounded to the next lower multiple of twenty-five dollars
($25.00).

(F) Credits against tax.

(D) Notwithstanding any other provisions of Rhode Island Law, for tax years beginning on or after
January 1, 2011, the only credits allowed against a tax imposed under this chapter shall be as follows:

(a) Rhode Island earned-income credit: Credit shall be allowed for earned-income credit pursuant
to subparagraph 44-30-2.6(c)(2)(N).

(b) Property Tax Relief Credit: Credit shall be allowed for property tax relief as provided in § 44-
33-1 et seq.

(c) Lead Paint Credit: Credit shall be allowed for residential lead abatement income tax credit as
provided in § 44-30.3-1 et seq.

(d) Credit for income taxes of other states. Credit shall be allowed for income tax paid to other
states pursuant to § 44-30-74.

(e) Historic Structures Tax Credit: Credit shall be allowed for historic structures tax credit as
provided in § 44-33.2-1 et seq.

(f) Motion Picture Productions Tax Credit: Credit shall be allowed for motion picture production
tax credit as provided in § 44-31.2-1 et seq.

(g) Child and Dependent Care: Credit shall be allowed for twenty-five percent (25%) of the federal
child and dependent care credit allowable for the taxable year for federal purposes; provided, however, such
credit shall not exceed the Rhode Island tax liability.

(h) Tax credits for contributions to Scholarship Organizations: Credit shall be allowed for

contributions to scholarship organizations as provided in chapter 62 of title 44.
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(1) Credit for tax withheld. Wages upon which tax is required to be withheld shall be taxable as if
no withholding were required, but any amount of Rhode Island personal income tax actually deducted and
withheld in any calendar year shall be deemed to have been paid to the tax administrator on behalf of the
person from whom withheld, and the person shall be credited with having paid that amount of tax for the
taxable year beginning in that calendar year. For a taxable year of less than twelve (12) months, the credit
shall be made under regulations of the tax administrator.

(j) Stay Invested in RI Wavemaker Fellowship: Credit shall be allowed for stay invested in RI
wavemaker fellowship program as provided in § 42-64.26-1 et seq.

(k) Rebuild Rhode Island: Credit shall be allowed for rebuild RI tax credit as provided in § 42-
64.20-1 et seq.

(1) Rhode Island Qualified Jobs Incentive Program: Credit shall be allowed for Rhode Island new
qualified jobs incentive program credit as provided in § 44-48.3-1 et seq.

(m) Historic homeownership assistance act: Effective for tax year 2017 and thereafter, unused
carryforward for such credit previously issued shall be allowed for the historic homeownership assistance
act as provided in § 44-33.1-4. This allowance is for credits already issued pursuant to § 44-33.1-4 and
shall not be construed to authorize the issuance of new credits under the historic homeownership assistance
act.

(n) Small Business Development Fund: Credit shall be allowed for small business development

fund tax credit as provided in § 42-64.33-1 et seq.

(2I) Except as provided in section 4l above, no other state and-or federal tax credit shall be

available to the taxpayers in computing tax liability under this chapter.



GBA 6 - Appendix 3

H 7123 RELATING TO MAKING APPROPRIATIONS IN SUPPORT OF FY 2023

Article 10 — Relating to Education

SECTION 1. Section 16-7-20 of the General Laws in Chapter 16-7 entitled “Foundation Level
School Support” is hereby amended to read as follows:

16-7-20. Determination of state's share.

(a) For each community the state's share shall be computed as follows: Let

R=state share ratio for the community.

v=adjusted equalized weighted assessed valuation for the community, as defined in § 16-7-21(3).

V=sum of the values of v for all communities.

m=average daily membership of pupils in the community as defined in § 16-7-22(3).

M=total average daily membership of pupils in the state.

E=approved reimbursable expenditures for the community for the reference year minus the excess
costs of special education, tuitions, federal and state receipts, and other income.

Then the state share entitlement for the community shall be RE where

R =1 - 0.5vM/(Vm) through June 30, 2011, and R = 1 — 0.475 vM/(Vm) beginning on July 1,
2011 and thereafter. Except that in no case shall R be less than zero percent (0%).

(b) Whenever any funds are appropriated for educational purposes, the funds shall be used for
educational purposes only and all state funds appropriated for educational purposes must be used to
supplement any and all money allocated by a city or town for educational purposes and in no event shall
state funds be used to supplant, directly or indirectly, any money allocated by a city or town for educational
purposes. The courts of this state shall enforce this section by writ of mandamus.

(c) Notwithstanding the calculations in subsection (a), the hospital school at the Hasbro Children's
Hospital shall be reimbursed one hundred percent (100%) of all expenditures approved by the council on

elementary and secondary education in accordance with currently existing rules and regulations for
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administering state aid, and subject to annual appropriations by the general assembly including, but not
limited to, expenditures for educational personnel, supplies, and materials in the prior fiscal year.

(d) In the event the computation of the state's share for any local education agency as outlined in
subsection (a) is determined to have been calculated incorrectly after the state budget for that fiscal year
has been enacted, the commissioner of elementary and secondary education shall notify affected local
education agencies, the senate president, and the speaker of the house within fifteen (15) days of the
determination.

(e) Realignment of aid payments to the affected local education agencies pursuant to subsection (d)
shall occur in the following fiscal year:

(1) If the determination shows aid is underpaid to the local education agency, any amounts owed
shall be paid in equal monthly installments.

(2) If the determination shows aid was overpaid, the department of elementary and secondary
education shall recapture some amount of the aid from the overpaid local education agency. The amount to
be withheld shall be equal to the amount of the overpayment prorated to the number of full months
remaining in the fiscal year when the notification required in subsection (d) was made.

() The above notwithstanding, in no event shall the total paid to a local education agency in the

2023 fiscal year pursuant subsection (a), above, be reduced as a result of the implementation of subsection

(e), above; provided, however, that for the 2022 fiscal year, the full amount of any payment due to an

underpayment and realignment under subsection (e)(1), above, shall be made for fiscal year 2022.
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