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STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2013

AN ACT

RELATING TO TAXATION -- RHODE ISLAND ECONOMIC DEVEIOPMENT TAX
INCENTIVES EVALUATION ACT OF 2013

Introduced By:Senators DaPonte, Goodwin, Ruggerio, Paiva Wegtl_gnch

Date IntroducedMarch 13, 2013

Referred ToSenate Finance

It is enacted by the General Assembly as follows:
SECTION 1. Title 44 of the General Laws entitled®XATION" is hereby amended by
adding thereto the following chapter:

CHAPTER 48.2

"RHODE ISLAND ECONOMIC DEVELOPMENT TAX INCENTIVES FALUATION ACT

OF 2013"

44-48.2-1. Short title. -- This chapter shall be known and may be cited aSEbenomic

Development Tax Incentives Evaluation Act of 2013."

44-48.2-2. L egidative findings and purpose. -- The general assembly finds and declares

(1) The state of Rhode Island relies on a numbetawfincentives, including credits,

exemptions, and deductions, to encourage businésdesate, hire employees, expand, invest,

and/or remain in the state;

(2) These various tax incentives are intended deoh for economic development,

promoting new jobs and business growth in Rhodmék|

(3) The state needs a systematic approach for aimduwhether incentives are fulfilling

their intended purposes in a cost-effective manner;

(4) In order to improve state government's effegiass in serving the residents of this

state, the legislature finds it necessary to pmvat the systematic and comprehensive analysis
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of economic development tax incentives, and fors¢hanalyses to be incorporated into the

budget and policymaking processes.

44-48.2-3. Economic development tax incentive defined. -- (a) As used in this section,

the term "economic development tax incentive" simalude:

(1) Those tax credits, deductions, exemptions, uskehs, and other preferential tax

benefits associated with sections 42-64.3-6, 43-8442-64.5-3, 42-64.6-4, 42-64.11-4, 44-30-

1.1, 44-31-1, 44-31-1.1, 44-31-2, 44-31.2-5, 441324-32-2, 44-32-3, 44-39.1-1, 44-43-2, 44-

43-3, and 44-63-2, and;

(2) Any future incentives enacted after the effextiate of this section for the purpose of

recruitment or retention of businesses in the sihiRhode Island.

(b) In determining whether a future tax incentive @nacted for "the purpose of

recruitment or retention of businesses," the offi€e@evenue analysis shall consider leqislative

intent, including leqislative statements of purpasel goals, and may also consider whether the

tax incentive is promoted as a business incentyéhé state’s economic development agency or

other relevant state agency.

44-48.2-4. Economic Development Tax Incentive Evaluations, Schedule. -- (a) In

accordance with the following schedule, the taxeexiiture report produced by the chief of the

office of revenue analysis pursuant to section 844, shall include an additional analysis

component, consistent with section 44-48.2-5 amdlyced in consultation with the director of

the economic development corporation, the direatdhe office of management and budget, and

the director of the department of labor and trajni

(1) Analyses of economic development tax incenti@edisted in subdivision 44-48.2-

3(1) shall be completed at least once between Jul¥14 2nd June 30, 2017, and no less than

once every three (3) years thereafter;

(2) Analyses of any economic development tax ineestcreated after July 1, 2013, shall

be completed within five (5) years of taking effemhd no less than once every three (3) years

thereatter;

(b) No later than the tenth (\0of January each year, beginning in 2014, theceffif

revenue analysis will submit to the chairs of teeate and house finance committees a three (3)

year plan for evaluating economic development naemtives.

44-48.2-5. Economic Development Tax | ncentive Evaluations, Analysis. --

(a) The additional analysis as required by sectidmi8.2-4 shall include, but not be

limited to:

(1) A baseline assessment of the tax incentivduditg, if applicable, the number of
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aggregate jobs associated with the taxpayers iiagesuch tax incentive and the aggregate

annual revenue that such taxpayers generate fatdbe through the direct taxes applied to them

and through taxes applied to their employees;

(2) The statutory and programmatic goals and indétte tax incentive, if said goals and

intentions are included in the incentive’s enabbitafute or legislation;

(3) The number of taxpayers granted the tax ingentiuring the previous twelve (12)

month period;

(4) The value of the tax incentive granted, andnately claimed, listed by the North

American Industrial Classification System (NAICS)de associated with the taxpayers receiving

such benefit, if such NAICS Code is available;

(5) An assessment and five (5) year projectionhaf potential impact on the state's

revenue stream from carry forwards allowed undeh $ax incentive;

(6) An estimate of the economic impact of the t@entive including, but not limited to:

(i) A cost-benefit comparison of the revenue foremdy allowing the tax incentive

compared to tax revenue generated by the taxpageiving the credit, including direct taxes

applied to them and taxes applied to their emplgyee

(i) An estimate of the number of jobs that were tlirect result of the incentive; and

(iii) A statement by the director of the economevdlopment corporation as to whether,

in his or her judgment, the statutory and progratrmugals of the tax benefit are being met, with

obstacles to such goals identified, if possible;

(7) The estimated cost to the state to administertdx incentive, if such information is

available;

(8) An estimate of the extent to which benefitghaf tax incentive remained in state or

flowed outside the state, if such information igiéable;

(9) In the case of economic development tax ingestwhere measuring the economic

impact is significantly limited due to data consits, whether any changes in statute would

facilitate data collection in a way that would alléor better analysis;

(10) Whether the effectiveness of the tax incentiveld be determined more definitively

if the general assembly were to clarify or modtfe tax incentive’s goals and intended purpose;

(11) A recommendation as to whether the tax ingerghould be continued, modified or

terminated, the basis for such recommendationlaméxpected impact of such recommendation

on the state’s economy;

(12) The methodology and assumptions used in cEyut the assessments, projections

and analyses required pursuant to subdivisionth(@ugh (8) of this section.
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(b) All departments, offices, boards, and agenofethe state shall cooperate with the

chief of the office of revenue analysis and shafiv@e to the office of revenue analysis any

records, information (documentary and otherwisajadand data analysis as may be necessary

to complete the report required pursuant to thisice.

44-48.2-6. Consideration by the governor. -- The governor's budget submission as

required under chapter 35-3 shall identify eachhenadc development tax incentive for which an

evaluation was completed in accordance with thigptdr in the period since the governor's

previous budget submission. For each evaluatedtht®ntive, the governor's budget submission

shall include a recommendation as to whether théntzentive should be continued, modified, or

terminated.

SECTION 2. This act shall take effect sixty (60yslafter passage.
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT

RELATING TO TAXATION -- RHODE ISLAND ECONOMIC DEVEIOPMENT TAX
INCENTIVES EVALUATION ACT OF 2013

*%k%k

This act would create the "Rhode Island Economiocvelpment Tax Incentives
Evaluation Act of 2013" to provide an assessmethefstate's tax incentive programs.

This act would take effect sixty (60) days aftesgzge.
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