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The monthly revenue assessment report compares adjusted revenues, on a monthly and fiscal year-
to-date basis, to the Office of Revenue Analysis’ monthly and fiscal year-to-date estimate of
expected revenues based on the current fiscal year revenue estimate. It should be noted that the
fiscal year revenue estimate will vary over the course of the fiscal year as the Revenue Estimating
Conference (REC) (see Rhode Island General Laws § 35-16-1 et seq.) convenes and modifies the
fiscal year revenue estimates as enacted by the General Assembly.

The purpose of the Revenue Assessment Report is to give readers a sense of how the state’s general
revenues compare to those that might be expected if the official revenue estimate were being met
in a predictable way. Caution should be exercised when interpreting this report as actual revenues
may vary significantly from historical patterns. In addition, it is important for the reader to
understand that enacted and adopted revenue estimates are made on an accrual basis, not a cash
basis. Revenue accruals are not determined until at least one month after the fiscal year-end in
June. Thus, even if the assessment of actual fiscal year-to-date revenues trails the fiscal year-to-
date revenue estimates, it is possible for the fiscal year-end accrual to make up any shortfall.

It should be noted that the November 2015 Revenue Assessment Report was the first monthly
report that compared adjusted revenues to the revenue estimates adopted at the November 2015
REC. The Revenue Assessment Reports for the months of July through October compared
adjusted revenues to the revenue estimates enacted in the FY 2016 budget. The Budget Officer,
the House Fiscal Advisor, and the Senate Fiscal Advisor at the November 2015 REC revised FY
2016 total general revenues up by $52,426,535 spread across all general revenue items.

The November 2015 REC incorporated changes to Rhode Island law enacted in the FY 2016

Budget in the adopted revenue estimates that are the basis of this report. Details on the law changes
that impact FY 2016 general revenues are contained in the Appendix to this report.
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Estimate of Revised FY 2016 Revenues Adopted at the November 2015 REC

In order to determine the expected monthly and fiscal year-to-date revenue estimates based on the
revised revenue estimates adopted at the November 2015 (REC), the Office of Revenue Analysis
(ORA) first calculates the average percentage of total adjusted revenues that occurred in a given
month over the previous five fiscal years for each revenue item. For estate and transfer taxes, the
previous ten fiscal years are used. For monthly estimates, these percentages are applied to the
enacted FY 2016 revenue estimate for each revenue item. For the fiscal year-to-date estimates,
the monthly percentages are summed and then applied to the enacted FY 2016 revenue estimate
for each revenue item. This methodology is used for all revenue items except personal income tax
final payments, personal income tax withholding payments, personal income tax refunds and
adjustments revenues, business corporations tax revenues, sales and use tax revenues, motor
vehicle operator license and registration fees, cigarette excise tax revenues and estate and transfer
tax revenues. For these eight revenue items, the monthly percentage, or the sum of the monthly
percentages, will be applied to the FY 2016 modified cash revenue flows as estimated by ORA. In
the case of other miscellaneous revenues, the actual fiscal year-to-date revenues are used in place
of an estimate due to the discrete and unpredictable nature in the timing of these receipts.

Table A provides the rounded five-year or ten-year, in the case of estate and transfer tax revenues,
average percentages used to determine expected monthly and fiscal year-to-date revenues for
November. It should be noted that ORA has made adjustments to these percentages based on the
estimated flow of revenues that result from the changes in law enacted by the 2015 General
Assembly and included as part of the revised FY 2016 revenue estimates adopted at the November
2015 REC.
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Table A. Aggregate Revenue Allocation Percentages by Month and Fiscal Year-to-Date
Percent Received Percent Received
Revenue Item March  YTD Revenue Item March  YTD
Personal Income Taxes Motor Vehicles Fees 16.7%  70.0%
Estimated Payments 21%  64.7 % | Motor Carrier Fuel Use 77% 820%
Final Payments 81%  25.3% | Cigarettes Taxes 78% 75.0%
Withholding Payments 9.7%  75.6 % | Alcohol Excise Taxes 6.7% 73.3%
Refunds/Adjustments 25.1%  65.9 % | Estate and Transfer 108% 77.9%

Business Corporations Taxes 39.0%  63.8% | Racing and Athletics 84% T721%

Utilities Gross Earnings Taxes 406 %  44.7 % | Realty Transfer 51% 746%

Financial Institutions Taxes 27.2%  53.2 % | Departmental Receipts 72% 68.0%

Insurance Co. Gross Premiums 38.1%  43.7 % | Lottery Transfer 80% 646%

Bank Deposits 33.7%  42.7 % | Other Misc. Revenues n/a n/a

Health Care Provider Assessment 81%  74.5% | Unclaimed Property 0.0% 0.0%

Sales and Use Taxes T 7.1% 75.0%

T Percentages are a weighted average of the monthly and fiscal year-to-date percentages for the “base”
sales and use tax adjusted revenues and the monthly and fiscal year-to-date percentages calculated by
ORA for both foregone sales and use tax revenues projected from the exemption of heating fuels,
electricity and natural gas from the sales and use tax and enhanced sales and use tax revenues projected
from the cigarette excise tax rate increase and the expansion of the sales and use tax to unlicensed rentals,
room resellers and vacation home rentals. See the body of the report for a more detailed discussion of
this methodology.

The health care provider assessment consists only of an assessment on nursing homes. Motor vehicle
fees are comprised only of fees paid for operators’ licenses and motor vehicle registrations. Racing
and athletics taxes consist of a tax on wagers placed on out-of-state greyhound and horse races that
are broadcast to Rhode Island via closed circuit television. The “Percent Received” for monthly and
year-to-date departmental receipts is calculated excluding hospital licensing fee revenues, which are
large, generally made only once in the fiscal year, and not always at the same time each fiscal year.
Finally, the lottery transfer does not begin in a given fiscal year until August, while the unclaimed
property transfer occurs only in June of each fiscal year.

As of August 2014, Rhode Island remained out-of-compliance with the Streamlined Sales and Use
Tax Agreement (SSUTA). A potential impact of this non-compliance is that the State will no longer
receive voluntary remittances of sales and use tax revenues from remote sellers that are parties to
the SSUTA. To date, these voluntary remittances have continued to be made and the FY 2016
revised estimate includes continued receipt of voluntary sales and use tax payments. The FY 2016
revised sales and use tax revenue estimate incorporates an enhancement derived from the increase
of the cigarette excise tax rate to $3.75 per pack of 20 cigarettes. In addition, the application of the
state’s sales and use tax on rental properties was expanded, while electricity, heating fuel, and natural
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gas were exempted for commercial users. ORA has taken into account these anticipated changes in
sales and use tax revenues when determining the average percentages used to calculate expected FY
2016 sales and use tax revenues.

Due to the unusual characteristics of the enacted legislative changes for personal income tax final
payments, personal income tax refunds and adjustments, business corporations tax, and estate and
transfer tax revenues, ORA had to adjust the revenue bases against which FY 2016 adjusted revenues
would be assessed for these revenue items. Specifically, significant impacts on revenue will be
realized through the accrual component of these revenue items and thus not recorded until the end
of the fiscal year. ORA will use modified cash revenue flows for expected FY 2016 revenues to
gauge the sufficiency of adjusted FY 2016 revenues in meeting estimated revenues. To do otherwise
would result in the understatement of expected FY 2016 revenues on a monthly and fiscal year-to-
date basis relative to actual FY 2016 adjusted revenues on the same basis. The footnotes in Table B
detail the breakdown of cash receipts and accruals for each of these revenue items and indicate the
modified cash revenue flows against which FY 2016 adjusted revenues will be assessed.
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The revised FY 2016 estimates by revenue item as adopted at the November 2015 REC are as
follows:

Table B. Revised FY 2016 Revenue Estimates by Major Revenue Item

Nov. 2015 Revised Nov. 2015 Revised
Revenue Item FY 2016 Estimate Revenue Item FY 2016 Estimate
Personal Income Taxes Motor Vehicles $ 36,200,000
Estimated Payments $ 226,600,000 Motor Carrier Fuel 500,000
Final Payments : 180,800,00 Cigarettes Taxes 142,100,000
Withholding Payments 1,086,000,000 Alcohol Excise Taxes 19,000,000
Refunds/Adjustments t (276,200,000) Estate and Transfer * 23,000,000
Business Corporations Taxes 153,500,000 Racing and Athletics 1,100,000
Public Utilities Gross Earnings 104,000,000 Realty Transfer 10,000,000
Financial Institutions Taxes 17,700,000 Departmental Receipts ¥ 356,700,000
Insurance Co. Gross Premiums 122,400,000 Lottery 356,900,000
Bank Deposits 2,300,000 Other Misc. Revenues 783,000
Health Care Provider Assessment 44,000,000 Unclaimed Property 10,100,000
Sales and Use Taxes 981,000,000

Total General Revenues **  $ 3,596,183,000

i Personal income tax final payments revenues estimate includes an estimated revenue accrual of
$(9,357,863) from the exemption of taxable Social Security benefits for eligible taxpayers. The
estimated accrual will not impact FY 2016 revenues until the end of the fiscal year. As a result, ORA
will assess adjusted FY 2016 revenues against a “base” FY 2016 revenue estimate of $190,157,863,
instead of the $180,800,000 FY 2016 enacted estimate.

T Personal income tax refunds and adjustments revenues estimate includes an estimated revenue accrual
of $(3,067,512) from the enhanced Rhode Island earned income tax credit. The realization of this
revenue accrual will not occur until the end of FY 2016. As a result, ORA will assess adjusted FY 2016
personal income tax refunds and adjustments revenues against a “base” FY 2016 revenue estimate of
$(273,132,488), instead of the $(276,200,000) FY 2016 enacted estimate.

~ Business corporations tax revenues estimate of $153,500,000 includes an estimated revenue accrual
from the reduction of the minimum business corporations tax of $(1,620,000). As a result, ORA will
assess adjusted FY 2016 revenues against a “base” FY 2016 revenue estimate of $155,120,000, instead
of the $153,500,000 FY 2016 enacted estimate.

* Estate and transfer tax revenues estimate of $23,000,000 includes an estimated accrual impact of
$(4,331,434) to account for the filing behavior of executors for the estates of those who die on or after
January 1, 2015. The estimated accrual will not affect FY 2016 revenues until the end of the fiscal year.
As a result, ORA will assess adjusted FY 2016 revenues against a “base” FY 2016 revenue estimate of
$27,331,434, instead of the $23,000,000 FY 2016 enacted estimate.

1 Departmental receipts figure includes estimated hospital licensing fee revenues of $169,050,449.

** Total general revenues estimate includes the personal income tax net accrual of $(2,300,000).
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The revised FY 2016 adopted estimate for sales and use taxes is $981.0 million. ORA estimated
that this figure is comprised of $997.6 million of “base” sales and use tax revenues. The
calculation of “base” sales and use tax revenues attempts to determine recurring sales and use tax
revenues in the absence of current legislative changes. “Base” sales and use tax revenues controls
for the $24.4 million of foregone sales and use tax revenues included in the adopted FY 2016
budget for the exemption of heating fuels, electricity and natural gas for all purposes; the $7.1
million of new sales and use tax revenues resulting from the expansion of the state sales and use
tax to short term rental properties previously exempt; and the $656,228 in sales and use tax
revenues due to the increase in the cigarette excise tax rate. ORA adjusted the methodology for
determining the percentages used to calculate revised FY 2016 enacted revenues as adopted at the
November 2015 Revenue Estimating Conference to incorporate the timing of these changes.

It should be noted that the principals of the November 2015 REC reclassified the foregone
revenues from the deferred reissuance of motor vehicle license plates to July 2016 as departmental
receipts. As a result, motor vehicle operator license and registration fees are no longer adjusted to
reflect this change to revenues.

Results for FY 2016 through March

The first table, Year-to-Date Estimate to Actual, gives the results for FY 2016 through March. As
is apparent from the table, the Department of Revenue finds that fiscal year-to-date adjusted total
general revenues through March lead the revised FY 2016 adopted total general revenues through
March by $25.3 million or 1.1 percent. In total taxes, the fiscal year-to-date adjusted revenues
through March are greater than the revised FY 2016 adopted total tax revenues through March by
$7.2 million or 0.4 percent. For departmental receipts, the difference between the fiscal year-to-
date adjusted revenues through March and the revised FY 2016 adopted departmental receipts
through March is $5.7 million or 4.6 percent. For other general revenue sources, fiscal year-to-
date adjusted revenues through March exceed the revised FY 2016 adopted other general revenue
sources revenues through March by $12.4 million or 5.4 percent.

Although FY 2016 year-to-date through March adjusted personal income tax revenues are neither
$1.0 million more nor $1.0 million less than the estimate, this outcome is the result of adjustments
made by the Office of Revenue Analysis (ORA) in preparing the report. In particular, due to
changes in fraud detection processes, refund approval protocols, and the implementation of a new
personal income tax processing system, the Division of Taxation has fallen behind in the
acceptance and disbursement of personal income tax refund returns. In order to present a more
accurate picture of FY 2016 personal income tax revenues through March, ORA added to personal
income tax refunds cash collections $21.4 million of refunds that are awaiting final approval by
the Division of Taxation prior to release and $11.9 million of refunds that are being delayed due
to tax filer error and awaiting correction.

Six revenue items have fiscal year-to-date adjusted revenues through March that exceed the revised
FY 2016 adopted revenues by $1.0 million or more.
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The lottery transfer adjusted revenues through March are $12.4 million or 5.4 percent more
than the year-to-date revised FY 2016 adopted lottery transfer revenues estimate of $230.4
million.

Business corporations tax adjusted revenues for FY 2016 through March are $6.0 million
or 6.1 percent more than the year-to-date revised FY 2016 adopted business corporations
tax revenues estimate of $99.0 million. Business corporations tax adjusted revenues
through March include $432,162 of reimbursed historic structures tax credits.

Departmental receipts adjusted revenues through March are $5.7 million or 4.6 percent
more than the year-to-date revised FY 2016 adopted departmental receipts revenues
estimate of $124.5 million.

Motor vehicle operator license and vehicle registration fees adjusted revenues through
March are $2.3 million or 9.1 percent more than the year-to-date revised FY 2016 adopted
motor vehicle operator’s license and vehicle registration fees revenues estimate of $25.4
million. Adjusted motor vehicle license and registration fee revenues include $1.1 million
of motor vehicle operator license and vehicle registration fees revenues that were
improperly recorded in a prior fiscal year.

Cigarette excise tax adjusted revenues through March are $1.9 million or 1.8 percent more
than the year-to-date revised FY 2016 adopted cigarette excise tax revenues estimate of
$95.6 million.

Estate and transfer tax adjusted revenues for FY 2016 through March are $1.2 million or
5.9 percent more than the year-to-date revised FY 2016 adopted estate and transfer tax
revenues estimate of $21.3 million.

Fiscal year-to-date personal income tax, realty transfer tax, bank deposits tax, and alcohol excise
tax adjusted revenues are greater than the revised FY 2016 adopted revenues through March, but
by less than $1.0 million.

Two revenue items had adjusted revenues through March that fell short of the revised FY 2016
adopted revenue estimate through February by $1.0 million or more.

Insurance companies gross premiums tax adjusted revenues through March are $1.9
million or 3.5 percent less than the year-to-date revised FY 2016 adopted insurance
companies gross premiums tax revenues estimate of $53.4 million. Insurance companies
gross premiums tax adjusted revenues through March include $2.1 million of reimbursed
historic structures tax credits.

Public utilities gross earnings tax adjusted revenues through March are $1.6 million or 3.5
percent less than the year-to-date revised FY 2016 adopted public utilities gross earnings
tax revenues estimate of $46.4 million.

Fiscal year-to-date sales and use tax, financial institutions tax, motor carrier fuel use tax, racing
and athletics tax, and healthcare provider assessment adjusted revenues through March are below
the year-to-date revised FY 2016 adopted revenues, but by less than $1.0 million each.

March 2016 Monthly and YTD Revenue Assessment Report



Results for the Month of March 2016

The second table, Monthly Estimate to Actual, gives the results for March 2016. As is apparent
from the table, the Department of Revenue finds that March adjusted total general revenues lead
the revised FY 2016 adopted total general revenues estimate for March by $8.6 million or 2.5
percent. In total taxes, March adjusted revenues are more than the revised FY 2016 adopted
monthly revenue estimate by $6.6 million or 2.1 percent. For departmental receipts, March
adjusted revenues exceed the revised FY 2016 adopted monthly revenues estimate by $810,123 or
6.1 percent. For other general revenue sources, March adjusted revenues are greater than the
revised FY 2016 adopted monthly revenue estimate by $1.2 million or 4.2 percent.

Three revenue items had adjusted revenues in March that exceed the revised FY 2016 adopted
monthly estimate by $1.0 million or more.

= Personal income tax adjusted revenues for March 2016 are $13.0 million or 23.1 percent
more than the revised FY 2016 adopted monthly revenues of $56.3 million.

o Personal income tax final payments adjusted revenues for March 2016 are $3.3
million or 21.8 percent less than the revised FY 2016 adopted monthly revenues
estimate of $15.3 million. March 2016 final payments adjusted revenues include
$6,394 of reimbursed HSTCs.

o0 Withholding tax payments adjusted revenues for March 2016 are $3.1 million or
2.9 percent more than the revised FY 2016 adopted monthly withholding tax
revenues estimate of $104.9 million.

0 Adjusted personal income tax refunds and adjustments revenues for March 2016
are $13.1 million or 19.2 percent less than the revised FY 2016 adopted monthly
refunds and adjustments estimate of $(68.6 million). The Office of Revenue
Analysis incorporated in the March 2016 adjusted revenues $10.0 million of March
refunds that are awaiting final approval by the Division of Taxation prior to their
release and $2.0 million of refunds that are being delayed due to tax filer error and
awaiting correction.

0 Estimated tax payments adjusted revenues for March 2016 are $146,276 or 3.1
percent more than the revised FY 2016 adopted monthly revenues estimate of $4.7
million.

= Financial institutions tax adjusted revenues for March 2016 are $2.8 million or 57.2 percent
more than the revised FY 2016 adopted monthly revenue estimate of $4.8 million.

= The lottery transfer adjusted revenues for March 2016 are $1.2 million or 4.3 percent more
than the revised FY 2016 adopted monthly revenue estimate of $28.5 million.

March adjusted revenues for departmental receipts, bank deposits tax, realty transfer tax, cigarettes
tax, health care provider assessment and racing and athletics tax adjusted revenues are greater than
the revised FY 2016 adopted monthly revenue estimates for March, but by less than $1.0 million
each.
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On the negative side, three revenue items had adjusted revenues in March that fell short of the
revised FY 2016 adopted monthly revenue estimate by $1.0 million or more.

* Business corporations tax adjusted revenues for March 2016 are $4.8 million or 8.0 percent
less than the revised FY 2016 adopted monthly revenue estimate of $60.5 million.

= Public utilities gross earnings tax adjusted revenues for March 2016 are $1.9 million or 4.4
percent less than the revised FY 2016 adopted monthly revenue estimate of $42.2 million.
= Insurance companies gross premiums tax adjusted revenues for March 2016 are $2.1
million or 4.5 percent less than the revised FY 2016 adopted monthly revenue estimate of

$46.6 million. Insurance companies gross premiums tax adjusted revenues for March 2016
include $580,000 of reimbursed historic structures tax credits.

March 2016 adjusted revenues for estate and transfer tax, motor vehicle license and registration
fees, motor carrier fuel use tax, and alcohol excise tax adjusted revenues are below the revised FY
2016 adopted revenue estimates for March, but by less than $1.0 million each.

Vo o

Robert S. Hull
Director, Department of Revenue
April 19,2016
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STATE OF RHODE ISLAND REVENUE ASSESSMENT REPORT
Year-to-Date Estimate to Actual

YTD March YTD March
Adjusted Revenues Estimate of Revised
FY 2016 FY 2016 Revenues T Difference Variance
Personal Income Tax $ 836,945,993 abcd g 836,091,533 $ 854,460 0.1%
General Business Taxes
Business Corporations 105,014,098 bce 99,009,140 6,004,958 6.1%
Public Utilities Gross Earnings 44,827,761 ef 46,447,394 (1,619,633) -3.5%
Financial Institutions 8,689,034 9,413,709 (724,675) -1.7%
Insurance Companies 51,560,542 a 53,428,397 (1,867,855) -3.5%
Bank Deposits 1,043,018 981,321 61,697 6.3%
Health Care Provider Assessment 32,753,781 32,787,016 (33,235) -0.1%
Excise Taxes
Sales and Use 735,114,896 f 735,868,856 (753,960) -0.1%
Motor Vehicle 27,654,845 9 25,357,874 2,296,971 9.1%
Motor Carrier Fuel Use (78,274) 409,883 (488,157) -119.1%
Cigarettes 108,575,461 106,636,202 1,939,259 1.8%
Alcohol 13,961,367 13,928,081 33,286 0.2%
Controlled Substances
Other Taxes
Estate and Transfer 22,542,559 21,295,355 1,247,204 5.9%
Racing and Athletics 758,654 793,546 (34,892) -4.4%
Realty Transfer 7,752,427 h 7,464,749 287,678 3.9%
Total Taxes $ 1,997,116,161 $ 1,989,913,055 $ 7,203,106 0.4%
Departmental Receipts $ 130,255,580 Y $ 124,531,234 $ 5,724,346 4.6%
Taxes and Departmentals $ 2,127,371,741 $ 2,114,444,289 $ 12,927,452 0.6%
Other General Revenue Sources
Other Miscellaneous Revenues 895,748 895,748 - 0.0%
Lottery Transfer 242,799,056 k 230,422,591 12,376,465 5.4%
Unclaimed Property - - - n/a
Total Other Sources $ 243,694,804 $ 231,318,339 $ 12,376,465 5.4%
Total General Revenues $ 2,371,066,545 $ 2,345,762,628 $ 25,303,917 1.1%
YTD March YTD March
PIT Component Adj. Revenues Revised Estimates Difference Variance
Estimated payments $ 154,681,964 $ 146,612,720 $ 8,069,244 5.5%
Final payments t 43,406,142 48,150,293 (4,744,151) -9.9%
Withholding T 819,877,962 821,455,144 (1,577,183) -0.2%
Refunds and Adjustments T (181,020,075) ab.cd (180,126,624) (893,451) 0.5%
Total $ 836,945,993 $ 836,091,533 $ 854,460 0.1%

t Revised FY 2016 adopted revenues for personal income tax final payments, withholding, and refunds and adjustments, sales and use taxes,
business corporation taxes, motor vehicle registration and license fees, cigarette excise taxes and estate and transfer taxes are calculated using

modified cash based revenue flows to align expected revenues with the actual realization of revenues.
+ Set equal to actual amounts received.

Detailed notes on the following page
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STATE OF RHODE ISLAND REVENUE ASSESSMENT REPORT
Year-to-Date Estimate to Actual

Subtracts $1,355,142 in personal income tax refunds and adjustment revenues and $4,450,735 in insurance companies gross premium tax
revenues for historic structure tax credit (HSTC) reimbursements that were recorded in July but accrued back to FY 2015.

Includes an adjustment of $2,049,477 in personal income tax refunds and adjustments revenues that were transferred from business corporations
tax revenues in October 2015 and an adjustment of $(2,049,477) in business corporations tax revenues that were transferred to personal income
tax refunds and adjustments in October 2015 to properly record payments.

Includes a positive adjustment of $127,130 and $262,170 in personal income tax refunds and adjustments for revenues transferred from business
corporations tax in February 2016 to properly record prior year deposits. The offsetting adjustments included in business corporations tax
revenues are $(127,130) and $(262,170) also recorded in February 2016.

Subtracts $33,301,563 in FY 2016 through March refund confirmations and refund exceptions that are expected to be released in April 2016.
Includes an adjustment of $(154,547) and $(249,293) for the transfer of revenues from business corporations tax to public utilities gross earnings
tax revenues in February 2016 to properly record prior year deposits. The offsetting adjustments included in public utilities gross earnings tax
revenues are $154,547 and $249,293 also recorded in February 2016.

Includes an adjustment of $113,439 in public utilities gross earnings tax revenues for the tranfer of revenues from sales and use tax revenues in
February 2016 to properly record prior year deposits. The offsetting adjustment included in sales and use tax revenues is $(113,439) also recorded
in February 2016.

Includes $1,106,524 of operator's license and motor vehicle registration fees revenues that were improperly recorded in a prior fiscal year.
Subtracts $238,130 in March 2016 realty transfer tax revenues that are designated for the Housing Resources Commission and will be
transferred in April 2016.

Deducts $149.3 million for hospital licensing fees received year-to-date but accrued back to FY 2015.

Includes the transfer in November 2015 of $(4,843,938) of refunds written off by the Office of the Treasurer and the Division of Taxation to
unclaimed property and an increase of $484,394 in the Treasurer's indirect cost recovery account for the same.

Deducts $1,062,175 for the lottery transfer received in November that accrued back to FY 2015.
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STATE OF RHODE ISLAND REVENUE ASSESSMENT REPORT
Monthly Estimate to Actual

March March
Adjusted Revenues Estimate of Revised
FY 2016 FY 2016 Revenues T Difference Variance
Personal Income Tax $ 69,302,966 a $ 56,286,253 $ 13,016,714 23.1%
General Business Taxes
Business Corporations 55,629,099 60,467,117 (4,838,018) -8.0%
Public Utilities Gross Earnings 40,367,729 42,228,502 (1,860,773) -4.4%
Financial Institutions 7,578,564 4,821,222 2,757,342 57.2%
Insurance Companies 44,502,288 46,595,645 (2,093,357) -4.5%
Bank Deposits 1,001,976 774,832 227,144 29.3%
Health Care Provider Assessment 3,586,530 3,573,931 12,599 0.4%
Excise Taxes
Sales and Use 70,535,038 69,682,183 852,855 1.2%
Motor Vehicle 5,386,107 6,030,576 (644,469) -10.7%
Motor Carrier Fuel Use (233,058) 38,691 (271,749) -702.4%
Cigarettes 11,252,814 11,074,339 178,475 1.6%
Alcohol 1,237,894 1,268,998 (31,104) -2.5%
Controlled Substances
Other Taxes
Estate and Transfer 2,009,364 2,940,589 (931,225) -31.7%
Racing and Athletics 98,658 92,333 6,325 6.9%
Realty Transfer 707,854 b 505,681 202,173 40.0%
Total Taxes $ 312,963,823 $ 306,380,891 $ 6,582,932 2.1%
Departmental Receipts $ 14,173,888 ¢ $ 13,363,765 $ 810,123 6.1%
Taxes and Departmentals $ 327,137,711 $ 319,744,657 $ 7,393,055 2.3%
Other General Revenue Sources
Other Miscellaneous Revenues 696,809 + 696,809 + - 0.0%
Lottery Transfer 29,759,224 28,531,346 1,227,878 4.3%
Unclaimed Property - + - + - n/a
Total Other Sources $ 30,456,033 $ 29,228,155 $ 1,227,878 4.2%
Total General Revenues $ 357,593,744 $ 348,972,811 $ 8,620,933 2.5%
March March
PIT Component Adj. Revenues Revised Estimates Difference Variance
Estimated payments $ 4,811,370 $ 4,665,094 $ 146,276 3.1%
Final payments 11,972,183 15,308,012 (3,335,829) -21.8%
Withholding t 107,957,677 104,894,672 3,063,005 2.9%
Refunds and Adjustments T (55,438,263) @ (68,581,524) 13,143,261 -19.2%
Total $ 69,302,966 $ 56,286,253 $ 13,016,714 23.1%

t Revised FY 2016 adopted revenues for personal income tax final payments, withholding, and refunds and adjustments, sales and use taxes,
business corporation taxes, motor vehicle registration and license fees, cigarette excise taxes and estate and transfer taxes are calculated
using modified cash based revenue flows to align expected revenues with the actual realization of revenues.

+ Set equal to actual amounts received.
@ Subtracts $12,085,278 in March 2016 refund confirmations and refund exceptions that are expected to be released in April 2016.

b Adds $60,560 in realty transfer tax revenues that are designated for the Housing Resources Commission. The amount reflects the difference &
the February 2016 transfer that occurred in March 2016 and the March 2016 transfer that will occur in April 2016.
¢ Subtracts $508,779 in departmental receipts for FY 2015 hospital licensing fees received in March 2016.
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FY 2016 Variance of Adjusted Revenues to Estimate
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A-1

Appendix

Law Changes Enacted in the 2015 Session That Impact General Revenues

In the 2015 session, the General Assembly enacted several changes to the state’s general laws that
impact general revenues. These changes can be categorized as follows: (1) changes that reclassify
revenues that were previously considered to be general revenues to other funds; (2) changes that
impact FY 2016 general revenues that will be realized through monthly revenue flows; and (3)
changes that impact FY 2016 general revenues that will be realized through fiscal year end
accruals. Those changes in state law that impact monthly revenue flows will generally exhibit
seasonality in the receipt of the revenue. ORA attempts to model the seasonality in such revenue
flows in order to better align the expected receipt of revenues with the actual receipt of revenues.
A more specific discussion of these items is provided in the paragraphs that follow.

Revenue Changes That Reclassify General Revenues

In the 2014 session, the General Assembly passed legislation that reclassified 25.0 percent of all
motor vehicle operator license and vehicle registration fees from general revenues to other funds
effective July 1, 2015. The reclassification of these general revenue flows does not have any
impact on expected FY 2016 enacted general revenues as these revenues are not included in either
the adjusted revenue calculations contained in this report or the enacted FY 2016 general revenue
estimates.

In addition, during the 2015 session, the General Assembly accepted the Governor’s proposal to
transfer the state’s share and the statewide tourism district’s share of the state 5.0 percent hotel tax
from general revenues to the Rhode Island Commerce Corporation for a state-level tourism
promotion and business attraction campaign. The transfer of these revenues flows is in effect for
all returns and payments received after June 30, 2015 regardless of when the underlying activity
that generated the revenue occurred. The transfer of these hotel tax revenue flows from general
revenues to the Rhode Island Commerce Corporation will have no impact on expected FY 2016
enacted general revenues as these revenues are not included in either the adjusted revenue
calculations contained in this report or the enacted FY 2016 general revenue estimates.

Revenue Changes That Will Be Realized Through Monthly Revenue Flows?!

In the 2015 session, the General Assembly enacted legislation to fully exempt the sale of
electricity, heating fuel, and natural gas for non-manufacturing commercial use from the state’s

1 The 2015 General Assembly made permanent, effective July 1, 2015, the increased excise taxes on beer and malt,
still wine, and high proof spirits and the exemption of all wine and spirits from the sales and use tax that were passed
initially in the 2013 session of the General Assembly. Originally the increased excise taxes on beer and malt, still
wine, and high proof spirits and the sales and use tax exemption for the sale of wine and spirits by holders of Class A
liquor licenses were to expire after June 30, 2015. The permanent enactment of these changes will have no impact on
the assessment of the state’s adjusted general revenues versus the expected general revenues as these revenue changes
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7.0 percent sales and use tax effective July 1, 2015. This enactment was a modification of the
Governor’s proposal to phase-in this exemption over a five year period beginning on July 1, 2015.
Previously, the sales and use tax exemption for electricity, heating fuel, and natural gas only
applied to consumption by occupants of residential premises or if they were used in the
manufacturing process. The expected decrease in FY 2016 sales and use tax revenues from the
exemption will generally be realized in the August 2015 to June 2016 period with a greater impact
for electricity in August, September, and February. For heating fuel and natural gas, the greatest
impacts are in December through April.

The 2015 General Assembly concurred with the Governor’s recommendation to extend the sales
and use tax to the unlicensed rental of lodging via on-line hosting platforms, the resale of rental
accommodations by on-line travel companies, and the rental of vacation homes for less than one
consecutive month by owners of such properties.? The effective date of the application of the 7.0
percent sales and use tax to these types of rentals is July 1, 2015. The expected increase in sales
and use tax revenues from the expansion of the sales and use tax to unlicensed rentals, the resale
of lodging accommodations, and the rental of vacation homes is expected to be realized in the
August 2015 to June 2016 period.® The greatest impacts from these changes are generally expected
in July through September and May through June.

The 2015 General Assembly also approved the Governor’s proposal to increase the cigarette excise
tax rate by 25 cents per pack of 20 cigarettes from $3.50 to $3.75 effective August 1, 2015. The
increased cigarette excise tax impacts both sales and use tax and cigarettes tax revenues. The
expected increase in these two revenue sources from this change will be realized primarily in the
months of September 2015 through June of 2016. The distribution of the impact of this revenue
change is similar to that of sales and use taxes in general.

Revenue Changes That Will Be Realized Through Fiscal Year End Accruals

The 2015 General Assembly enacted legislation that impacts FY 2016 general revenues primarily
through the fiscal year end accrual process. The legislation enacted during the 2015 session
impacts the personal income tax, the business corporation tax, and the estate and transfer tax. The
effective date of the legislation is January 1, 2016.

With respect to the personal income tax, the 2015 General Assembly enacted legislation that
restructured the state’s earned income credit (EIC). For tax years beginning on or after January 1,
2016, the state EIC will be equal to 12.5 percent of the federal EIC claimed by a taxpayer with the
amount of the state EIC greater than the taxpayer’s state personal income tax liability fully

(continued) are already incorporated in the ORA’s adjusted revenue calculations and included in the enacted FY 2016
general revenues based on prior enactments.

2 The state’s 5.0 percent hotel tax is also applied to unlicensed rentals and the resale of lodging accommodations. The
local 1.0 percent occupancy tax is applied to these types of rentals as well as the rental of vacation homes. Neither
the state hotel tax nor the local occupancy tax are considered to be general revenues.

3 The Department of Revenue’s Division of Taxation has promulgated rules that allow for such rentals to not be
subject to the sales and use tax provided that the contracts for said rentals were entered into prior to July 1, 2015.
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refundable. This change in the state EIC is expected to increase FY 2016 personal income tax
refund revenues. Since TY 2016 personal income tax returns will not be filed until after January
1, 2017, which is in FY 2017, little or no impact on FY 2016 personal income tax refund revenue
flows is expected. There is, however, an expected increase in the refunds payable portion of the
FY 2016 personal income tax accrual to align anticipated future refunds with the time period in
which the income was earned that generated these refunds. As a result, personal income tax refund
revenue flows will be higher than final personal income tax refund revenues until the close of the
fiscal year.

Further, the 2015 General Assembly enacted legislation that exempts from state personal income
taxes taxable Social Security benefits for taxpayers with federal adjusted gross income of $80,000
or less if filing as an individual or $100,000 or less if filing a joint return. This exemption is
provided only to those taxpayers that have reached full Social Security retirement age.* Since TY
2016 personal income tax returns will not be filed until after January 1, 2017, which is in FY 2017,
little or no impact on FY 2016 personal income tax final payments is expected. There is, however,
an expected decrease in the final payments receivable portion of the FY 2016 personal income tax
accrual to align anticipated future final payments with the time period in which the income was
earned that generated these payments. As a result, personal income tax final payments revenue
flows will be higher than fiscal year end personal income tax final payments revenues until the
close of the fiscal year.

In addition, during the 2015 session, the General Assembly passed legislation that reduces the
annual minimum corporate tax by 10.0 percent to $450. This change is expected to decrease FY
2016 business corporation tax revenues. Business entities that pay the minimum corporate tax
include all for-profit enterprises except for sole proprietorships and general partnerships.
Minimum corporate tax filers that have January to December taxable years are required to pay the
minimum tax by March 15™ of the following calendar year. For calendar year minimum corporate
tax filers, final TY 2016 returns are not due until March 15, 2017, which is in FY 2017 even though
one-half of the business activity which generated the tax liability occurred in January to June which
is in FY 2016. To align the tax paid to the business activity that generated the tax liability, 50.0
percent of minimum corporate tax payments expected to be received for TY 2016 are accrued back
to FY 2016. Since the minimum corporate tax in TY 2016 is less than for TY 2015, a reduction
in FY 2016 business corporations tax revenues will result on a net accrual basis. As a result,
business corporations tax revenue flows will be higher than final business corporations tax
revenues until the net accrual is determined after the close of FY 2016.

Finally, the 2014 General Assembly enacted legislation restructuring the estate and transfer tax.®
This restructuring of the estate and transfer tax impacted estate and transfer tax revenues in FY
2015 and will lower FY 2016 estate and transfer tax revenues.

4 For TY 2016, persons born before 1951 will be eligible for a modification reducing federal Adjusted Gross Income
subject to Rhode Island income tax.

> The restructuring of the estate and transfer tax involved replacing the estate and transfer tax threshold exemption
amount with a credit against estate and transfer taxes owed. Under a threshold exemption amount structure, any estate
with a gross taxable estate value greater than the threshold exemption amount was subject to tax on the full taxable
value of the estate while an estate with a gross taxable estate value less than the threshold exemption amount was
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By law, the tax due on the estate of a decedent is not payable until nine months after the decedent’s
date of death, which is in FY 2017 for decedents who die after January 1, 2016 but before July 1,
2016. To account for this filing provision, at the fiscal year-end close, 75.0 percent of the estimated
FY 2017 estate and transfer tax revenues are accrued back to FY 2016. As a result, estate and
transfer tax revenue flows will be higher than final estate and transfer tax revenues until the close
of the fiscal year.

Due to these revenue changes, the methodology used in the Revenue Assessment Report for FY
2016 will be similar to that used in the FY 2015 reports. For most revenue items, the assessment
of FY 2016 adjusted revenues will be made vis-a-vis the FY 2016 enacted (or revised) revenue
estimates. For some revenue items, however, the assessment of FY 2016 adjusted revenues will
be made vis-a-vis FY 2016 enacted (or revised) revenue flows as estimated by ORA.

(continued) exempt from the estate tax. Under a credit amount structure, all estates regardless of their gross taxable
estate value must compute the estate tax owed on the estate and then subtract the credit amount from the tax owed. If
the credit amount exceeds the tax owed, then no estate tax is due. If the estate tax owed exceeds the credit amount,
then the difference is the estate tax due. The estate and transfer tax restructuring applies to the estates of decedents
who die on or after January 1, 2015.
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