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Foreword
The evaluation of the “Rebuild Rhode Island Tax Credit Act” and the “Rhode Island Tax Increment
Financing Act of 2015” programs, Tax Years 2016 through 2018 was prepared at the request of
Paul L. Dion, Ph.D., Chief of the Rhode Island Department of Revenue, Office of Revenue
Analysis in accordance with Rhode Island General Laws § 44-48.2-4. Madiha Zaffou, Chief
Economic and Policy Analyst in the Office of Revenue Analysis was project leader for the
production and writing of this report, under the guidance of Mr. Dion. Ms. Zaffou was assisted by
Emily Fazio, Senior Economic and Policy Analyst in the Office of Revenue Analysis.
Much of the information needed to complete the analysis contained in this report was provided by
the Rhode Island Department of Revenue, Division of Taxation, under the direction of Neena
Sinha Savage, State Tax Administrator. The compilation of the data that was provided to the
Office of Revenue Analysis was due to the tremendous efforts of Tracy Wunder, Data Analyst III
in the Division of Taxation. Tracy was assisted in this task by Donna Dube, Chief Revenue Agent,
Forms, Credits and Incentives.
In addition, the Office of Revenue Analysis would like to thank the Rhode Island Commerce
Corporation (CommerceRI), under the direction of Stefan Pryor, Executive Secretary of
Commerce, for providing information pertaining to these tax incentive programs.

Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act

Executive Summary
This report is an evaluation of the “Rebuild Rhode Island Tax Credit Act” (Rebuild RI) and the
“Tax Increment Financing Act of 2015” (TIF) programs conducted by the Department of Revenue,
Office of Revenue Analysis (ORA) in accordance with Rhode Island General Laws Chapter 4448.2. The report provides estimates of the economic and fiscal impacts of these tax incentives.
ORA relied primarily on data provided by the Department of Revenue, Division of Taxation
(Taxation) and the Rhode Island Commerce Corporation (CommerceRI) to conduct this analysis.
The evaluation of these two programs was combined because their application process is linked.
Those involved in a real estate project that are interested in either incentive must apply using the
Rebuild Rhode Island Tax Credit application, there is no separate application for the Tax Increment
Financing Act. Instead, those that are interested and qualify may be considered by CommerceRI
for a TIF agreement after reviewing the project for the Rebuild RI program. As a result, the first
hurdle to qualify for both incentives is a demonstrated need through a financing gap. Projects may
qualify for one or both tax incentives, and to evaluate them separately would overestimate the
effectiveness of each incentive. The following is a summary of this evaluation:
The Tax Incentives Provision:
The Rebuild Rhode Island Tax Credit Act program (R.I. Gen. Laws Chapter 42-64.20) provides a
tax credit against the business corporation tax (R.I. Gen. Laws Chapter 44-11), the public service
corporation tax (R.I. Gen. Laws Chapter 44-13), the taxation of banks (R.I. Gen. Laws Chapter
44-14), the taxation of insurance companies (R.I. Gen. Laws Chapter 44-17), and/or the personal
income tax (R.I. Gen. Laws Chapter 44-30) for eligible development projects that have a financing
gap. The project cost must be at least $5,000,000 and the maximum credit is the lesser of 30% of
the total project cost, or the amount needed to close a project financing gap. The sunset date of this
program is June 30, 2021.
After applying for the Rebuild RI program, some project developers are also considered for the
Rhode Island Tax Increment Financing Act program (R.I. Gen. Laws Chapter 42-64.21). The TIF
program provides capital for a qualified development project facing a financing gap, by rebating a
portion of the new state tax revenue generated by the project. After meeting the program’s
eligibility criteria and receiving an approval for the TIF, a project developer is required to enter
into a TIF agreement with CommerceRI, under which, in exchange for the benefits of the funding
derived from qualification, the developer agrees to perform any work or undertaking necessary for
a qualified development project. The tax revenue rebate may not exceed 30% of total development
project costs, with an exemption for public infrastructure and utilities, or 75% of the projected
annual incremental revenues. The sunset date of this program is June 30, 2021.
The Main Goals and Objectives of the Tax Incentives:
1. Rebuild Rhode Island Tax Credit Act (Rebuild RI):
The stated goals and objectives for this program are to:
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•

•

Promote the creation of new jobs, attract new business and industry, and stimulate growth
in real estate developments and/or businesses that are prepared to make meaningful
investment and foster job creation in Rhode Island.
Stimulate business expansion and attraction, create well-paying jobs for its residents, assist
with business, commercial, and industrial real estate development; and generate revenues
for necessary state and local governmental services.

2. Tax Increment Financing Act of 2015 (TIF):
The stated goals and objectives for this program are to:
•
•

Stimulate growth in real estate developments and/or businesses that are prepared to make
meaningful investment that would promote the retention and expansion of existing jobs.
Attract new business and industry to the state to create well-paying jobs for Rhode Island’s
residents, and generate revenues for necessary state and local governmental services.

The Report’s Key Findings:
•

According to Taxation, no company received a Rebuild RI tax credit in tax years 2016 or
2017, and two companies received this tax incentive in tax year 2018 for a total Rebuild
RI tax credit amount of $1,201,793. A full list of the 53 Rebuild RI awards approved as of
the May 2021 Revenue Estimating Conference can be found on pages 37 and 38, and these
might be evaluated in future reports on the Rebuild RI tax credit program.

•

According to Taxation, no company received a TIF incentive in tax years 2016 and 2017,
and one Rebuild RI recipient also received a TIF incentive in tax year 2018 for a total TIF
amount of $102,303. A full list of the 9 TIF awards approved as of the May 2021 Revenue
Estimating Conference can be found on pages 38 and 39, and these might be evaluated in
future reports on the TIF incentive program.

•

According to CommerceRI projections provided at the May 2021 Revenue Estimating
Conference (REC), the two recipients of the Rebuild RI tax credit mentioned above, will
continue to receive Rebuild RI tax credits through fiscal year 2023 while the one TIF
incentive recipient will continue to receive TIF payments through FY 2035.

•

The certifications of the Rebuild RI tax credit and/or TIF incentive recipients provided by
CommerceRI indicated that the total number of jobs reported by these recipients was 101
jobs.

•

The agreement of the one company that received the Rebuild RI tax credit and the
agreement of the one company that received both the Rebuild RI tax credit and the TIF
incentive were provided by CommerceRI and indicated that the total cost of the two
projects subject to the agreements was $72,863,032.

•

ORA conducted a combined “break-even” analysis to estimate the minimum percentage of
the net economic activity created by the Rebuild RI tax credit and TIF incentive
beneficiaries that would have to be new to the Rhode Island economy, and thus, would not
exist without these tax incentives, in order for the tax incentives to “pay” for themselves.
This preliminary “break-even” analysis considered the impact of the two projects that
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utilized these tax incentives during the 2016 through 2018 time period, quantifying the
impact over the entire time frame that Rebuild RI tax credits and/or TIF payments would
be received. ORA estimated these minimum percentages as follows:
i.

With respect to Rhode Island net general revenues, in the aggregate, the Rebuild
RI tax credit and TIF incentive programs do not break even if 100% of the
economic activity generated is attributable to the two tax incentives.
ii.
With respect to Rhode Island Gross Domestic Product, in the aggregate, the
Rebuild RI tax credit and TIF incentive programs break even if at least 2.0% of
the economic activity generated by the incentive recipients is net new to the
state economy and wouldn’t exist without these tax incentives.
iii. With respect to Rhode Island total employment, in the aggregate, the Rebuild
RI tax credit and TIF incentive programs break even if at least 4.5% of the
economic activity generated by the incentive recipients is net new to the state
economy and wouldn’t exist without these tax incentives.
• ORA’s break-even analysis showed a peak in economic and fiscal impact in the year the
project construction took place, driven by the economic activity related to construction of
structures and any purchases from manufacturers, wholesalers, or retailers. In this year, the
value of tax revenues generated exceeded the total incentives costs which resulted in a net
positive revenues impact to the state. However, the economic impact quickly falls in the
years following the conclusion of the construction phase. After the construction impact has
faded away completely, and given the fact that neither of the programs require additional
capital investments beyond the initial construction, the level of jobs added by the Rebuild
RI tax credit and TIF incentive recipients in the operation phase is not enough to generate
revenues that can help offset the cost of the programs over the time period analyzed. This
results in a total net negative general revenue impact for the state over the years 2018
through 2035.1
• According to CommerceRI testimony at the May 2021 REC, a significant number of
development projects are projected to receive these tax incentives in the coming years.
Therefore, ORA anticipates that the second round of this tax incentive evaluation will have
different economic impact results.

1

It should be noted that the impact of hotel tax revenues are not included in this analysis as hotel tax revenues are
not a component of general revenue. In addition, the number of jobs used in the analysis reflects the minimum
number of jobs needed to be eligible for the tax credit as provided by CommerceRI.
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Part I: Introduction
Pursuant to Rhode Island General Laws (R.I. Gen. Laws) § 44-48.2-4, titled Rhode Island
Economic Development Tax Incentives Evaluation Act of 2013, the Chief of the Office of Revenue
Analysis (ORA) is required to produce, in consultation with the Director of the Economic
Development Corporation (now the Rhode Island Commerce Corporation), the Director of the
Office of Management and Budget, and the Director of the Department of Labor and Training, a
report that contains analyses of economic development tax incentives as listed in R.I. Gen. Laws
§ 44-48.2-3(1). According to R.I. Gen. Laws § 44-48.2-4(1), the report “[s]hall be completed at
least once between July 1, 2014, and June 30, 2017, and no less than once every three (3) years
thereafter”.
The additional analysis as required by R.I. Gen. Laws § 44-48.2-4(1) shall include, but not be
limited to the following items as indicated in R.I. Gen. Laws § 44-48.2-5(a):
1)

2)
3)
4)

5)
6)

7)
8)
9)

A baseline assessment of the tax incentive, including, if applicable, the number of
aggregate jobs associated with the taxpayers receiving such tax incentive and the
aggregate annual revenue that such taxpayers generate for the state through the direct
taxes applied to them and through taxes applied to their employees.
The statutory and programmatic goals and intent of the tax incentive, if said goals and
intentions are included in the incentive's enabling statute or legislation.
The number of taxpayers granted the tax incentive during the previous twelve-month (12)
period.
The value of the tax incentive granted, and ultimately claimed, listed by the North
American Industrial Classification System (NAICS) Code associated with the taxpayers
receiving such benefit, if such NAICS Code is available.
An assessment and five-year (5) projection of the potential impact on the state's revenue
stream from carry forwards allowed under such tax incentive.
An estimate of the economic impact of the tax incentive including, but not limited to:
i.
A cost-benefit comparison of the revenue forgone by allowing the tax incentive
compared to tax revenue generated by the taxpayer receiving the credit, including
direct taxes applied to them and taxes applied to their employees.
ii.
An estimate of the number of jobs that were the direct result of the incentive.
iii. A statement by the Chief Executive Officer of the Commerce Corporation, as to
whether, in his or her judgment, the statutory and programmatic goals of the tax
benefit are being met, with obstacles to such goals identified, if possible.
The estimated cost to the state to administer the tax incentive if such information is
available.
An estimate of the extent to which benefits of the tax incentive remained in state or
flowed outside the state, if such information is available.
In the case of economic development tax incentives where measuring the economic
impact is significantly limited due to data constraints, whether any changes in statute
would facilitate data collection in a way that would allow for better analysis.
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10) Whether the effectiveness of the tax incentive could be determined more definitively if
the General Assembly were to clarify or modify the tax incentive's goals and intended
purpose.
11) A recommendation as to whether the tax incentive should be continued, modified, or
terminated; the basis for such recommendation; and the expected impact of such
recommendation on the state's economy.
12) The methodology and assumptions used in carrying out the assessments, projections and
analyses required pursuant to subdivisions (1) through (8) of this section.
The current report is one part of a series of reports for each one of the tax incentives to be analyzed
according to R.I. Gen. Laws § 44-48.2-3(1). This report concerns R.I. Gen. Laws § 42-64.20
entitled “Rebuild Rhode Island Tax Credit Act” (Rebuild RI) and R.I. Gen. Laws § 42-64.21
entitled “Rhode Island Tax Increment Financing Act” (TIF) and measures the economic impact of
these tax incentives received during tax years 2016 through 2018 and also their long-term
economic impact through tax year 2035 using the projected incentives amounts from CommerceRI.
This analysis is performed at the micro level using information provided by Taxation and
CommerceRI.
This report is divided into five sections. Section I provides a detailed description of the tax
incentives and their statutory programmatic goals and intent. Section II presents some background
regarding these tax incentives. Section III presents a description of the data provided and used in
the analysis by ORA. Section IV assesses the economic impact generated under the Rebuild RI tax
credit and TIF incentive programs. Section V discusses relevant policy recommendations that
could help in the decision-making process as to whether the tax incentives should be continued,
modified, or terminated.

1. Description of the Rebuild Rhode Island Tax Credit Act (Rebuild RI)
The Rebuild RI tax credit program provides a tax credit against the business corporation tax (R.I.
Gen. Laws Chapter 44-11), the public service corporation tax (R.I. Gen. Laws Chapter 44-13), the
taxation of banks (R.I. Gen. Laws Chapter 44-14), the taxation of insurance companies (R.I. Gen.
Laws Chapter 44-17), and/or the personal income tax (R.I. Gen. Laws Chapter 44-30) for eligible
development projects that have a financing gap. The project cost must be at least $5,000,000 and
the maximum credit is the lesser of 30 percent of the total project cost, or the amount needed to
close a project financing gap.
The program is primarily administered by the Rhode Island Commerce Corporation
(CommerceRI). To be eligible for this tax credit, an applicant must demonstrate the following:
•
•
•

The applicant has committed a capital investment or owner equity of not less than 20.0
percent of the total project cost;
There is a project financing gap in which the project is not likely to be accomplished by
private enterprise without obtaining this tax credit;
The project fulfills the following planning objectives and priorities:
o a tax stabilization agreement must be obtained from the municipality in which the real
estate project is located;
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o a commercial development should consist of at least 25,000 square feet of space,
occupied by at least one business employing at least 25 full-time employees after
construction;
o a multi-family residential development in a new, adaptive reuse, certified historic
structure, or recognized historical structure should consist of at least 20,000 square feet
of space and have at least 20 residential units in a Hope Community2;
o a mixed-use development in a new, adaptive reuse, certified historic structure, or
recognized historical structure should consist of at least 25,000 square feet of space
occupied by at least one business and a total project cost of not less than $5,000,000,
except for a qualified development project3 located in a Hope Community or
redevelopment area designated under R.I. Gen. Laws § 45-32-4.4
Separate streamlined application processes are developed by CommerceRI for the issuance of
Rebuild RI tax credits for qualified development projects that involve certified historic structures5,
recognized historical structures6, at least one manufacturer, and affordable housing or workforce
housing.
The credit allowed cannot reduce the tax due for any taxable year by more than 50% of the tax
liability that would be payable and for corporations to no less than the minimum tax as set in R.I.
Gen. Laws § 44-11-2(e).7 The amount that exceeds the taxpayer's tax liability may be carried
forward for credit against the taxes imposed for the succeeding four years, or until the full credit
is used, whichever occurs first.
At the discretion of CommerceRI, projects which have been deemed eligible to receive Rebuild
RI tax credits may be exempt from sales and use taxes imposed on furniture, fixtures and
equipment, except automobiles, and materials, including construction materials and supplies to the
extent they are utilized directly and exclusively on the project in question and are necessary to the
project. The sales and use tax exemption is a rebate of sales and use tax paid by a developer upon
application to and approval by Taxation.

According to R.I. Gen. Laws § 42-64.20-3(14), "Hope community" means “a municipality for which the five-year
average percentage of families with income below the federal poverty level exceeds the state five-year average
percentage, both as most recently reported by the U.S. Department of Commerce, Bureau of the Census.”
3
According to R.I. Gen. Laws § 42-64.20-3(23), "Qualified development project" means “a specific construction
project or improvement, including lands, buildings, improvements, real and personal property or any interest therein,
including lands under water, riparian rights, space rights and air rights, acquired, owned, leased, developed or
redeveloped, constructed, reconstructed, rehabilitated or improved, undertaken by a developer, owner or tenant, or
both, within a specific geographic area, meeting the requirements of this chapter, as set forth in an application made
to the commerce corporation.”
4
Under R.I. Gen. Laws § 45-32-4, a redevelopment area is an area, or areas, that are designated by the legislative
body of a municipality.
5
According to R.I. Gen. Laws § 42-64.20-3(7), "Certified historic structure" means “a property located in the state of
Rhode Island and is: (i) Listed individually on the national register of historic places; or (ii) Listed individually in the
state register of historic places; or (iii) Located in a registered historic district and certified by either the Rhode Island
Historical Preservation and Heritage Commission created pursuant to § 42-45-2 or the Secretary of the Interior as
being of historic significance to the district.”
6
According to R.I. Gen. Laws § 42-64.20-3(24), "Recognized historical structure" means “a property located in the
state of Rhode Island and commonly considered to be of historic or cultural significance as determined by the
Commerce Corporation in consultation with the State Historic Preservation Officer.”
7
As of January 1, 2017, the minimum tax assessed on any filer subject to R.I. Gen. Laws § 44-11-2(e) is $400.
2
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In the 2016 Session, the General Assembly capped the Rebuild RI tax credit at $15,000,000 for
any qualified development project, including projects completed in phases or as multiple projects.
However, projects that would develop land or buildings on the “I-195 land”8 as a separate qualified
development project may be exempt from the maximum credit allowed of 30% of the total project
cost if the maximum credit amount allowed is less than the amount needed to close a project
funding gap. Additionally, the maximum aggregate credits authorized under this program were
set at $150 million.
In the 2019 Session, the General Assembly required that any amounts awarded for any sales and
use tax exemptions be incorporated under the established per project cap of $15 million. In
addition, the General Assembly raised the maximum aggregate tax credits cap to $210 million,
including the cost of any sales and use tax rebates paid to a project developer. The revised $210
million maximum aggregate tax credits cap excludes Rebuild RI tax credits issued for projects on
the I-195 land. The project cap for a project on I-195 land was set at $25 million, also inclusive
of any sales and use tax rebates received by a developer.
Finally, Rebuild RI provides tax credits to qualified development projects for an eligibility period
of five years. Credits may be assigned or sold, and the credit recipient may also request a refund
of his/her credits in whole or in part, for 90% of the credit amount. The sunset date was extended
to June 30, 2021 in the FY 2021 Enacted Budget signed into law by then-Governor Raimondo in
December 2020. An application form for this program is attached in Appendix A

2. Statutory and Programmatic Goals and Intent of the Rebuild Rhode Island
Tax Credit Act
According to R.I. Gen. Laws § 42-64.20-2, “the General Assembly finds and declares:
a) …that due to long-term and short-term stagnant or declining economic trends in Rhode
Island, businesses in the state have found it difficult to make investments that would
stimulate economic activity and create new jobs for the citizens of the state. Moreover,
such economic trends have caused business closures or out-of-state business relocations,
while other out-of-state businesses are deterred from relocating to this state. This situation
has contributed to a high rate of unemployment in the state. Consequently, a need exists to
promote the retention and expansion of existing jobs, stimulate the creation of new jobs,
attract new business and industry to the state, and stimulate growth in real estate
developments and/or businesses that are prepared to make meaningful investment and
foster job creation in Rhode Island.
b) Through the establishment of a Rebuild Rhode Island Tax Credit program, Rhode Island
can take steps to stimulate business development; retain and attract new business and
industry to the state; create good-paying jobs for its residents; assist with business,
commercial, and industrial real estate development; and generate revenues for necessary
state and local governmental services.”

According to R.I. Gen. Laws § 42-64.24-3(6), "I-195 land" means “the surplus land within the City of Providence
owned by the I-195 District Commission and any other property any portion of which abuts, is located across the street
from, or is within five hundred feet of said surplus land.”
8
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3. Description of the Rhode Island Tax Increment Financing Act (TIF)
The Rhode Island Tax Increment Financing Act (TIF) program provides capital for a qualified
development project by rebating a portion of the new state tax revenue generated by the project to
the developer of the project. A qualified development project is defined as a “construction project
or improvement, including lands, buildings, improvements, real and personal property or any
interest therein, including lands under water, riparian rights, space rights and air rights, acquired,
owned, leased, developed or redeveloped, constructed, reconstructed, rehabilitated or improved,
undertaken by a developer, owner or tenant, or both, within a specific geographic area”. For a
geographic area to be considered as a TIF area, it should have the potential to generate, preserve
or otherwise enhance jobs and housing units. In addition, the ability of the project to generate or
preserve manufacturing jobs or promote a targeted industry,9 as well as its location in a targeted
area,10 is factored into determining whether a qualified development project is a priority.
Under the TIF incentive, an eligible project must demonstrate a need through a financing gap11.
CommerceRI’s approval decision for a TIF applicant, according to R.I. Gen. Laws § 42-64.216(1), is based on the following conditions:
“(i) The applicant has submitted a completed application as developed by the
commerce corporation;
(ii) The chief executive officer of the commerce corporation has provided written
confirmation to the commerce corporation board (A) that the commerce corporation
has reviewed the application and any determination regarding the potential impact of
the project in relation to the programmatic goals; (B) identifying the boundaries of the
TIF area, length of the TIF agreement and the percentage of incremental revenues to
be allocated under the TIF agreement; and (C) that the Division of Taxation has
provided certification of the revenue increment base12.
(iii) That the secretary of commerce provides written confirmation to the commerce
corporation board that the recommendation of the commerce corporation is consistent
with the purposes of this chapter”.
Once a project receives approval to participate in the TIF program, the project developer enters a
TIF agreement with CommerceRI. The TIF agreement stipulates that the project developer agrees

9

A detailed description of targeted industries is provided in Appendix B.
According to R.I. Gen. Laws § 42-64.21-3(14), a targeted area is a “Location in a port or airport district; Location
in an industrial or research park; Location in a transit oriented development area; Location in a Hope Community;
Location in an area designated by a municipality as a redevelopment area; and Location in an area within land
approved for closure under any federal commission on (military) base realignment and closure action.”
11
According to R.I. Gen. Laws § 42-64.21-3(8), a project financing gap means: “(i) The part of the total project cost
that remains to be financed after all other sources of capital have been accounted for, including, but not limited to,
developer-contributed capital, which shall be defined through rules and regulations promulgated by the commerce
corporation; or (ii) The amount of funds that the state may invest in a project to gain a competitive advantage over a
viable and comparable location in another state by means described in this chapter.”
12
According to R.I. Gen. Laws § 42-64.21-3(11), "Revenue increment base" means the amounts of all eligible
revenues from sources within the qualifying TIF area in the calendar year preceding the year in which the TIF
agreement is executed, as certified by the division of taxation.”
10
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to do what is necessary for the development project in exchange for the financial benefits provided
for in the TIF agreement.
Under the TIF program, the tax revenue rebate may not exceed 30% of total development project
costs—with an exemption for public infrastructure and utilities—or 75% of the projected annual
incremental revenues13. Taxation pays the developer incremental state revenues “directly realized
from projects or businesses operating in the qualifying TIF area from the taxes assessed and
collected under chapters 11, 13, 14, 17, 18, 19, and 30 of Title 44 of the general laws or realized
from venue ticket sales or parking taxes that are established and levied under state law”, according
to the TIF agreement.
CommerceRI must “report to the governor, the speaker of the house, the president of the senate,
the chairpersons of the house and senate finance committees, and the house and senate fiscal
advisors the address and incentive amount of each agreement entered into during the previous state
fiscal year” by the first day of each year starting January 1, 2017. In addition, CommerceRI must
report on the economic impact of the TIF agreements to the state.
According to CommerceRI, certain projects that receive tax incentives through these programs,
might include repayment and other taxpayer protection provisions. The program is set to sunset on
June 30, 2021 and CommerceRI cannot enter into any agreement after this date.

4. Statutory and Programmatic Goals and Intent of the Rhode Island Tax
Increment Financing Act
The statutory and programmatic goals and intent of the TIF incentive are included in R.I. Gen.
Laws § 42-64.21-2. Interestingly, except for the words “Rebuild Rhode Island Tax Credit,” for
which the words “tax increment financing” are substituted, the statutory and programmatic goals
and intent of the Rhode Island Tax Increment Financing Act are word-for-word the same as the
statutory and programmatic goals and intent of the Rebuild Rhode Island Tax Credit program.
Given the identical objectives of the two programs, ORA decided it was best to analyze these
programs simultaneously in order to fully capture their impact.

Part II: Benchmarking and Background
The benchmarking and background section provides information useful for understanding how the
Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act program function
and the economic environment in which they operate. This section offers some information on the
availability of similar tax incentives in neighboring states, as well as discussion of local economic
factors that may be related to the programs. Where appropriate, this section provides data on Rhode
Island, other New England states, and the United States. Data generally are compiled from public

According to R.I. Gen. Laws § 42-64.21-3(6), "Incremental" means “(i) net new revenue to the State of Rhode
Island as defined by the commerce corporation, in consultation with the department of revenue as established in
chapter 142 of title 42, or (ii) existing revenue at substantial risk of loss to the State of Rhode Island as defined by the
commerce corporation in consultation with the department of revenue.”
13
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sources such as the U.S. Department of Labor, Bureau of Labor Statistics, U.S. Department of
Commerce, Census Bureau and the U.S. Department of Treasury, Internal Revenue Service.
Basis for Rebuild Rhode Island Tax Credit Program
The federal government offers the New Markets Tax Credit (NMTC) to attract private investment
to distressed communities.14 The program allows “individual and corporate investors to receive a
tax credit against their federal income tax in exchange for making equity investments in specialized
financial intermediaries called Community Development Entities (CDEs)15”. Investors get a tax
credit equal to 39% of the original investment amount which is claimed over a seven-year period.16
The CDEs determine what projects get funded and use the Qualified Equity Investments17 to make
a loan or equity investment in a project or business. The financing proceeds can be used for a
variety of purposes and are often used to construct or rehabilitate real estate projects. These
investments can help to bridge financing gaps and provide a cushion against cash flow obstacles
as projects reach stabilized operation.
Developers and business owners also benefit from more flexible financing. CDEs are required to
offer financing with non-traditional or more flexible terms than conventional financing. As a result,
borrowers benefit from below market interest rates and underwriting terms. Many CDEs will only
fund transactions that either could not qualify for any conventional financing or could not qualify
for enough conventional financing to cover the entire cost of the project.
The NMTC has facilitated millions of dollars in investment to distressed communities throughout
the country. The table below provides the total number of qualifying projects receiving NMTC
allocations, the aggregate amount of allocations, the average NMTC investment per capita, the
percent of census tracts that qualify for NMTC within a state, the number of certified CDEs within
a state, and the percentage of NMTC allocations invested in urban areas, for each New England
state.

A “distressed community” consists of contiguous census tracts where the individual poverty rate is at least 20
percent or where median family income does not exceed 80 percent of the area median.
15
According to the St Louis Federal Reserve, a Community Development Entity (CDE) is any “domestic corporation
or partnership that: (1) has a mission of serving, or providing investment capital for low-income communities or lowincome persons; (2) maintains accountability to residents of low-income communities through its representation on a
governing board of or advisory board to the entity; and (3) has been certified as a CDE by the” Community
Development Financial Institutions (CDFI) Fund.
See https://center.stlouisfed.org/courses/common/glossary/glossary.htm@idproject=19.htm
16
https://www.cdfifund.gov/programs-training/Programs/new-markets-tax-credit/Pages/default.aspx
17
A Qualified Equity Investment (QEI) is the actual cash investment made by the investor to the Community
Development Entity if: “(1) Such investment is acquired by the investor at its original issue (directly or through an
underwriter) solely in exchange for cash; (2) Substantially all (at least 85%) of the cash is used by the CDE to make
qualified low-income community investments; and (3) The investment is designated by the CDE as a QEI on its books
and records using any reasonable method”. https://www.irs.gov/pub/irs-utl/atgnmtc.pdf
14
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New Markets Tax Credit Impact on New England States
(2002-2014)

State
Connecticut
Massachusetts
Maine
New Hampshire
Rhode Island
Vermont
Average

Total
NMTC
Projects
Reported

Total
NMTC
Amount
(Millions)
2002–2013

Average
NMTC
Investment
per Capita

Census
Tracts That
Qualify for
NMTC (%)

Total
Number of
Certified
CDEs

NMTC
Allocation
Invested in
Urban
Areas (%)

27
231
29
14
56
12

$ 344
$1,690
$ 382
$ 201
$ 383
$ 160

$ 96
$ 50
$ 72
$ 51
$ 91
$255

33.7
36.0
31.1
32.5
33.2
23.9

19
54
9
6
4
5

92.6
99.6
67.1
38.9
100.0
50.0

62

$ 527

$102

31.7

16

74.7

Source: Hula, R.C. and Jordan, M.P. (2018), Private Investment and Public Redevelopment: The Case of New
Markets Tax Credits. Poverty & Public Policy, 10: 11-38. doi:10.1002/pop4.204
Note:
The data above display aggregated state‐level information about projects receiving New Markets Tax Credits
(NMTCs) from the Community Development Financial Institutions (CDFI) Fund from 2002 to 2014.

CDEs exchanged NMTCs for private investments in 369 qualifying projects located in New
England between 2002 and 2014. The average NMTC investment per capita was $102, with a
maximum of $255 per capita in Vermont, likely due to its low population density. Neary 75 percent
of the projects receiving NMTC investments are in urban census tracts. Rhode Island has the
second highest number of NMTC projects and the second highest total amount of NMTCs issued
in New England. Nearly a third of all census tracts in the state qualify for NMTC, the third highest
in New England. Rhode Island leads New England in the percentage of NMTC allocation that is
invested in urban areas at 100 percent.
In the same vein as the federal program, the Rebuild Rhode Island Tax Credit program is part of
an effort to stimulate new investment and economic growth through tax incentives. The Rebuild
Rhode Island Tax Credit program helps developers fill financing gaps for commercial, residential,
or mixed-use projects that are not likely to be accomplished by private enterprise alone. While the
Rebuild Rhode Island Tax Credit program does not specifically target distressed communities, the
bar to qualify for the tax credit is lower for projects located in a Hope Community or a
redevelopment area designated as such in accordance with R.I. Gen. Laws § 45-32-4.
In addition to federal incentives, ORA investigated the availability of tax incentive programs like
the Rebuild Rhode Island Tax Credit program in neighboring states. Connecticut, Maine and
Massachusetts offer some type of tax credit to incentivize real estate development. While some of
these programs target specific industries or communities or have specific job creation criteria to
qualify for the tax credit, comparison to the Rhode Island incentive program is still useful and
informative. The following table contains the name of the tax incentive of the selected comparison
program in each state, a legal citation, a brief description of credit features, as well as information
on any identified credit cap and carryforward provisions.
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Rebuild Rhode Island Tax Credit Program in Rhode Island and Selected Comparison States
Rhode Island
Rebuild Rhode
Island Tax Credit
Act
R.I. Gen. Laws
Chapter 42-64.20

Connecticut
Urban and Industrial
Site Reinvestment
Tax Credit
Conn. Gen. Stat.
§32-9t

Maine
New Markets Capital
Investment Credit

Credit Features

Qualified
development projects
may receive a tax
credit of up to 20%,
and in some cases
30%, of the project
cost allowable in up
to five annual
increments. Certain
qualified projects
may also be exempt
from sales and use
taxes imposed on the
purchase of certain
materials used
directly in the
project.

A tax credit is
available for
investments in
eligible industrial
site investment
projects or eligible
urban reinvestment
projects. The tax
credit is redeemable
at an amount equal
to a percentage of
the approved
investments in
accordance with a set
schedule over ten
years.

This credit mirrors
the federal New
Markets Tax Credit
and allows investors
to receive a state tax
credit on equity
investments they
make in Community
Development
Entities. Eligible tax
credit recipients may
receive refundable
state income tax
credits of up to 39%
of their eligible
investment, which
may be taken in
increments over
seven years.

This is a refundable
credit that provides a
tax credit equal to
50% of the total
qualified investments
against state tax
liability for those
who invest in a
community
development
corporation's
community
investment plan,
which invest in
economic
opportunities for
low- and moderateincome households.

Cap

The lesser of
$15,000,000; 30% of
the total project cost;
or the amount
needed to close a
project financing
gap.

The sum of all tax
credits granted shall
not exceed
$100,000,000 with
respect to a single
eligible project
approved by the
commissioner. The
sum of all tax credits
granted shall not
exceed
$950,000,000.

Up to $500,000 or
the total amount of
tax liability
otherwise due

No tax credit shall be
allowed to a taxpayer
that makes a
qualified investment
of less than $1,000.
The total value of the
tax credits authorized
in this section,
together with those
authorized in section
6M of chapter 62,
shall not exceed
$6,000,000 in each
of taxable years 2015
to 2018.

Carryforward

Up to 4 years

Up to 5 years

Up to 7 years

Up to 5 years

Credit Name

Statutory
Reference

Me. Rev. Stat. Ann
tit. 36, § 5219-GG

Massachusetts
Community
Investment Tax
Credit
Mass. Gen. Laws ch.
63, § 38EE

Source

http://webserver.rilin https://www.cga.ct.g https://legislature.ma https://malegislature.
.state.ri.us/Statutes/T ov/current/pub/chap_ ine.gov/statutes/36/ti gov/Laws/GeneralLa
ITLE42/42578.htm#sec_32-9t
tle36sec5215.html
ws/PartI/TitleIX/Cha
64.20/42-64.20pter63/Section38ee
5.HTM
Note: Credit characteristics reflects current policy as identified by ORA in March 2020. This table presents a
single comparison credit program for each comparison state determined by ORA to be most like the Rebuild
Rhode Island Tax Credit program.
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Tax credits can sometimes mean the difference between a well-funded real estate project and one
that can’t get off the ground. Under the right conditions, they can generate the equity needed to
bridge a gap in financing and bring desirable development to a community. The programs
described in the above table demonstrate these states’ attempts to entice private investment and
spur economic growth through tax incentives. These tax credits can help to offset the heightened
risk of, or lower returns from investing in low‐income or otherwise underserved areas, thus
encouraging private financiers to develop neighborhoods ordinarily overlooked by traditional
market forces.18
Businesses move to new locations for a variety of reasons including but not limited to the need for
more space, facility modernization, access to a better skilled and available workforce, less costly
operating costs, and business-friendly environments.19 As businesses consider relocation,
economic incentives weigh into their decision. These incentives can help to offset the initial capital
outlay of a businesses’ investment in a new facility as well as the ongoing costs for operating a
facility. Further, more vibrant communities can drive improved real estate fundamentals, creating
new investment opportunities.20
State investment through programs such as the Rebuild Rhode Island Tax Credit program become
especially important as we start to see indicators of slower growth, and in turn, a softer real estate
market. During a slowdown it may become increasingly difficult for developers to demonstrate
project viability to lenders and investors. The Rebuild Rhode Island Tax Credit program can help
developers close financing gaps in order to finish projects in the state that may otherwise not
happen, or would happen on a smaller scale, without state support.
Employment in Rhode Island recovered from losses during the 2007-2009 recession, surpassing
its prerecession peak in mid-2017. Between the start of the recovery in Rhode Island in 2011 and
the beginning of 2020, year-over-year job growth averaged 1.0%, slightly below its average from
1998 to 2007.

18

Hula, R.C. and Jordan, M.P. (2018), Private Investment and Public Redevelopment: The Case of New Markets Tax
Credits. Poverty & Public Policy, 10: 11-38. doi:10.1002/pop4.204
19
Economic Incentives Influence Commercial Real Estate Decisions. Wolf Commercial Real Estate. September 2018.
https://wolfcre.com/economic-incentives-influence-commercial-real-estate-decisions/
20
https://www.cbre.us/research-and-reports/opportunity-zones/opportunity-zones-guide
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3.0%

Total Non-Farm Employment Growth
4-qrt moving average, Year-ago percent change
(2006Q1 - 2020Q4)

2.0%
1.0%
0.0%
-1.0%
-2.0%
Rhode Island
Massachusetts
Connecticut
New England

-3.0%
-4.0%
-5.0%
-6.0%
-7.0%

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Source: U.S. Bureau of Labor Statistics, Current Employment Statistics

Over most of the last nine years, Rhode Island employment growth has underperformed regional
peers such as Massachusetts. Nevertheless, the Ocean State has enjoyed several years of solid
employment growth tracking closely to the regional pace, and at time exceeding peers such as
Connecticut. Rhode Island experienced steady job gains between mid-2010 and the end of 2019,
during which time year-over-year job growth averaged 1.0%. The Rebuild RI tax credit program
was enacted in 2015 in part to address “long-term and short-term stagnant or declining economic
trends in Rhode Island” that have made it difficult for businesses in the state “to make investments
that would stimulate economic activity and create new jobs for the citizens of the state.”21 As the
Rebuild RI program ramps up, it may help to offset the underlying weaknesses that stymie stronger
economic expansion in the state.
In addition, the Rebuild Rhode Island Tax Credit program may help to invigorate the recovery
from the COIVD-19 pandemic induced recession and cultivate stronger job growth in the state by
encouraging more investment and attracting new businesses in the near-term. Much of the job
gains made in recent years were lost with the onset of the COVID-19 pandemic. All New England
states suffered steep employment losses in the second quarter of 2020 with only modest rebounds
in the third and fourth quarters. In the fourth quarter of 2020 Rhode Island employment was 7.8
percent lower than its level in the fourth quarter of 2019, faring better than neighboring
Massachusetts’ 9.1 percent decline over the same time period, but worse than the 5.8 percent
decline in Connecticut. Overall, employment in New England was 8.1 percent lower in the fourth
quarter of 2020 than it was at the end of 2019.
While total nonfarm employment rose above its pre-recession peak well before the end of 2019,
construction employment was still striving to make up for losses suffered between 2006 and 2011.
21

R.I. Gen. Laws § 42-64.20-2(a)
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In 2019, total construction employment—which consists of construction of buildings, heavy and
civil engineering construction, and specialty trade contractors—was 12.4 percent below its 2006
peak. This decline was largely driven by employment in construction of buildings, which was 15.4
percent below its 2006 high, and closely related specialty trade contractors, which was 13.2 percent
below its peak. Specialty trade contractors include framing, masonry, and roofing contractors,
among others, who also work on building construction. Heavy and civil engineering construction
is the only construction sub-sector where employment was higher in 2019 than 2006, showing a
1.9 percent increase.
Rhode Island Private Construction Employment
Employment Level
25,000
23,000
21,000
19,000
17,000
15,000
13,000
11,000
9,000
7,000
5,000
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017* 2018 2019
NAICS 238 Specialty trade contractors

NAICS 2362 Nonresidential building construction

NAICS 2361 Residential building construction

NAICS 237 Heavy and civil engineering construction

Source: U.S. Bureau of Labor Statistics, Quarterly Census of Employment and Wages
Note: * 2017 data for heavy and civil engineering construction is not disclosable as the data do not meet BLS or State
agency disclosure standards.

The housing crash during the Great Recession has had ongoing consequences, constraining
recovery in building construction. In 2019, employment in residential building construction
remained 23.0% below its 2006 level while employment in nonresidential building construction
was 1.0% below its 2006 level.
In addition, construction costs are rising nationally; at the beginning of 2020, the Producer Price
Index (PPI) for final demand construction, which tracks price changes for new construction and
maintenance and repair construction sold to final demand, indicated costs have risen 29.3% from
their 2010 level.22 By comparison, the producer price index (PPI) for overall final demand

22

U.S. Bureau of Labor Statistics, PPI Commodity data for Final demand construction, seasonally adjusted
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increased 17.8% over the same period.23 Rising construction costs may have discouraged some
developers from investing in Rhode Island over the last several years.
By the end of 2019 there were signs that fundamentals were improving in the state. Growth in the
number of private establishments is a good indication of entrepreneurship and investment in an
area. Gains in private establishments in Rhode Island lagged the regional average over most of the
last 15 years but in the last two years establishment growth has pulled ahead of the New England
average. More businesses and vibrant communities create additional investment opportunities that
spur development. More real estate development with the help of the Rebuild Rhode Island Tax
Credit could help Rhode Island to regain this momentum once the crushing force of the COVID19 pandemic is lifted.
Number of Private Establishments Growth
4-qrt moving average, Year-ago percent change
(2006Q1 - 2020Q2)
3.0%
2.5%
2.0%
1.5%
1.0%
0.5%
0.0%
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-1.5%
-2.0%
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2019
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Source: U.S. Bureau of Labor Statistics, Quarterly Census of Employment and Wages

Basis for Tax Increment Financing
Tax Increment Financing (TIF) provides a flexible way for local governments to promote local
economic development. Every U.S. state except for Arizona has tax increment financing type
statutes, with various rules, regulations and limitations specific to each state.24
What is Tax Increment Financing?
Tax increment financing statutes center around a “TIF district,” or a geographic area designated
by the local government as a target for redevelopment. State laws define the criteria for creating a
TIF district. Local governments use TIF for many different purposes, including attracting new
business, promoting downtown redevelopment, aiding blighted areas, relieving fiscal distress,
23
24

U.S. Bureau of Labor Statistics, PPI Commodity data for Final demand, seasonally adjusted
https://www.cdfa.net/cdfa/cdfaweb.nsf/resourcecenters/tif.html
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providing off-budget financing to avoid political opposition, capturing tax revenues from
overlapping jurisdictions, and retaining or expanding existing businesses.25
TIF is favored by many local governments because it is considered a “self-financing” way to pay
for economic development projects. When tax increment finance is available, local governments
do not have to impose new taxes to fund development projects. Instead, these projects are financed
with the new tax revenues generated by development.26 Municipalities can also issue bonds,
backed by the expected TIF revenue. In this case local governments use the proceeds from the sale
of TIF bonds in the municipal securities market to finance development projects and the TIF
proceeds are used to pay back the bonds. In most states, tax increment bonds are not subject to
municipal debt limits or public referendum requirements like traditional general obligation bonds.
This means local governments have much more discretion to sell TIF securities than they do
general obligation securities, and it gives them more debt capacity to finance infrastructure
improvements.27 Developers benefit from the sale of TIF bonds because lower interest rates and
more generous repayment terms in the municipal securities market means the cost of borrowing is
lower than if the developer had to get financing from a bank or capital markets. This debt is then
repaid primarily with the incremental tax revenues derived from the taxes levied within the TIF
district.28 The incremental revenue is not a new tax, but rather a reallocation of a portion of the tax
revenues. When the TIF agreement ends, the incremental revenue reverts to the typical taxing
districts.
Typically, when a TIF district is established, the “base” amount of tax revenue generated in the
fixed geographic area is recorded and used as the status quo before improvements. If development
goals are successful, property values and economic activity rise, leading to an increase in tax
receipts above the base. The base amount of tax revenue (the level before redevelopment
investments) continues to fund local services while the increase in tax revenue is used to repay
debt and reimburse investors.29 The incremental increase in property, sales, or other types of taxes
in the district can be either captured by the district as revenue or used to fund development,
depending on individual state laws and the TIF agreement.
The chart below depicts how taxes generated in a TIF district are allocated before the TIF
agreement is created, through the duration of the TIF agreement, and after the TIF agreement has
been terminated.

Natalia Ermasova and Amanda George. Tax Increment Financing: Learning from research and municipal “best
practice”. Issue Brief. Illinois Municipal Policy Journal, 2017, Vol. 2, No. 1, 135-145.
26
Tax Increment Financing (TIF). National Association of Realtors. November 2002.
http://www.growsmartri.org/training/TIF%20Report%20by%20Robinson%20and%20Cole.pdf
27
Tax Increment Financing (TIF). National Association of Realtors. November 2002.
http://www.growsmartri.org/training/TIF%20Report%20by%20Robinson%20and%20Cole.pdf
28
Tax Increment Financing (TIF). National Association of Realtors. November 2002.
http://www.growsmartri.org/training/TIF%20Report%20by%20Robinson%20and%20Cole.pdf
29
Tax Increment Financing: The Basics. The National Housing Conference.
https://www.nhc.org/policy-guide/tax-increment-financing-the-basics/
25
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Basic TIF Model

Source: Tax Increment Finance Best Practices Reference Guide. Council of Development Finance Agencies
and International Council of Shopping Centers

The Rationale for Tax Increment Financing
As can be seen in the table below, state and local capital spending as a share of GDP fell throughout
the country between 2002 and 2017. Nationally, state and local infrastructure spending as a share
of GDP declined half a percentage point over this 15-year period. The decline in New England
was 0.3 percentage points, with the largest drop in Massachusetts, showing a decrease of 0.6
percentage points. Vermont was the only state in New England to boast an increase in capital
spending as a share of GDP between 2002 and 2017; although the increase was miniscule at less
than 0.01 percentage points. Capital spending as a share of GDP in Rhode Island fell 0.2 percentage
points, slightly less than the regional average.
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State and Local Infrastructure Spending as a Share of GDP by State
Percentage-point change
(2002 to 2017)
Arizona
Nevada
Georgia
Florida
New York
Michigan
Washington
Missouri
Idaho
Illinois
Utah
Alaska
Alabama
Massachusetts
Colorado
Maryland
Nebraska
United States
Montana
Ohio
California
West Virginia
Pennsylvania
South Carolina
Wisconsin
Mississippi
Indiana
Maine
Texas
Tennessee
South Dakota
North Carolina
New Hampshire
Oregon
Minnesota
New Mexico
Rhode Island
Connecticut
Iowa
New Jersey
Kentucky
Virginia
Louisiana
Vermont
Arkansas
Oklahoma
Delaware
Hawaii
Wyoming
Kansas
District of Columbia

-1.5

-1

-0.5

0

0.5

1

Note: Census Bureau data on capital spending include the costs of construction and the purchase of buildings,
equipment, and land and of major alterations.
Source: U.S. Census Bureau (spending data); U.S. Bureau of Economic Analysis (GDP data)
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With relative declines in public capital outlays to support the maintenance and construction of
infrastructure, private/public partnerships have become increasingly utilized. TIF has been one
tool employed by local governments to promote desirable development since it does not require
large upfront expenditures. This can be especially helpful in areas that face slow or declining
economic growth, which constrains tax revenues and makes large infrastructure projects more
difficult. New England has a more mature economy compared to the South and West and thus
tends to expand more slowly. Weaker economic growth can make it difficult for many New
England states to finance large capital projects to update and maintain aging infrastructure. The
recent slowdown in GDP growth, seen in the chart below, will further constrain government
revenues and stymie public investment in many areas.
Real Gross Domestic Product Growth by State
4-quarter moving average, Year-ago percent change
(2015Q1 - 2020Q3)
6.0%
4.0%
2.0%
0.0%
-2.0%
-4.0%
-6.0%
2015

Rhode Island
Massachusetts
Connecticut
New England

2016

2017

2018

2019

2020

Source: U.S. Bureau of Economic Analysis

As state and local government grapples with how to overcome weaker near-term economic growth
and constrained tax revenues, programs such as tax increment financing, if designed correctly, can
help to spur desirable development in struggling areas without large budgetary impacts.
Is Tax Increment Financing Effective?
Research on the effectiveness of tax increment financing is mixed. When used improperly, tax
increment financing arrangements can shift economic activity and tax revenue from one location
to another without creating net new growth, circumvent debt limits, or shift operating spending
off-budget. TIF projects can also increase the demand for city services but, due to the reallocation
of new revenue under a TIF agreement, the ability of local governments and schools to fund those
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services with the base tax revenue is constrained. Additionally, cost overruns or revenue shortfalls
can jeopardize a TIF project’s financial feasibility and necessitate additional public subsidies.30
At the same time, supporters of TIF argue that public support of development sparks private
investment in the area by improving real estate fundamentals and creating new investment
opportunities. New interest in an area, fueled by public support, can help to usher in an era of
sustained growth to a previously distressed community. Additionally, TIF offers a way to finance
improvements to aging infrastructure without substantial upfront budgetary outlays. 31 With
declining federal and state resources aimed at economic development, it has become increasingly
important for local communities to find creative ways to facilitate investments. While California
pioneered the first TIF program in 1952, it was not until the 1980s and 1990s, following the scaling
back of federal funding for economic development, that the use of TIF became increasingly
popular. During this time, many states adopted TIF programs and those that had them already
significantly loosened restrictions on their use.32
Tax Increment Financing Provisions in the New England States
ORA investigated the TIF statutes available in New England states. The following table contains
the name of the tax incentive of the selected comparison program in each state, a legal citation, a
brief description of TIF features, as well as information on any identified incentive cap and
carryforward provisions.

30

Tax Increment Financing: A Primer. Citizens Budget Commission. December 2017.
https://cbcny.org/research/tax-increment-financing-primer
31
An Examination of the State of Vermont Tax Increment Financing Program. Vermont Legislative Joint Fiscal Office.
January 2018.
https://ljfo.vermont.gov/assets/docs/reports/79f1f110da/Final-TIF-Report-January-24-2018.pdf
32
An Examination of the State of Vermont Tax Increment Financing Program. Vermont Legislative Joint Fiscal Office.
January 2018.
https://ljfo.vermont.gov/assets/docs/reports/79f1f110da/Final-TIF-Report-January-24-2018.pdf
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Tax Increment Financing in Rhode Island and Selected Comparison States
Incentive
Name

Rhode Island
Tax Increment
Financing Act

Connecticut
Tax Incremental
Financing Program

Maine
Tax Increment
Financing

Massachusetts
Tax Increment
Financing Plan

New Hampshire
Municipal Economic
Development and
Revitalization Districts
NH Rev Stat § 162-K

Vermont
Statewide Tax Increment
Financing

Statutory
Reference

R.I. Gen. Laws
Chapter 42-64.21

Conn. Gen. Stat. §32285

Me. Rev. Stat. Ann tit.
30-A, §5227

Mass. Gen. Laws ch.
40, §59

Incentive
Features

Eligible projects
can receive capital
through a rebate
of a portion of the
new state tax
revenue generated
by the project.

A municipality can issue
debt to finance selfsustaining significant
economic projects. The
tax increments generated
from the increase in
hotel, sales, cabaret,
admissions and dues
taxes can be retained to
repay debt service on the
municipal TIF bond.

A municipality or
plantation may retain all
or part of the tax
increment revenues
generated from the
increased assessed value
of a tax increment
financing district for the
purpose of financing the
development program.

Any city or town may
adopt and execute a tax
increment financing
agreement authorizing
tax increment
exemptions from
property taxes for a
specified term for any
parcel of real property
included in a TIF
agreement

A municipality may
adopt a tax increment
financing plan for any
TIF district
development, allocating
the use of tax
increments for
retirement of bonds and
notes, operation,
maintenance and
improvements in the
district and for general
municipal purposes.

Municipalities with an
active TIF district can use
tax increment financing to
fund improvements for
public infrastructure. In
each year for which the
assessed valuation exceeds
the original taxable value,
the municipality shall retain
that portion of all taxes paid
that year on the real
property in the district and
use it for financing and
related costs of
improvements.

Cap

The tax revenue
rebate may not
exceed 30% of
total project costs
or 75% of
incremental
revenue
generated.

Any agreed upon portion
of the new taxes may be
retained.

Any portion of the new
taxes may be used to
finance public or private
projects for a defined
period.

The tax increment
exemptions may not
exceed 100% and the
term shall not exceed 20
years.

Of the increased property
tax revenue, up to 70% is
retained by the municipality
to finance infrastructure
debt. A minimum of 30% of
the increased revenue is sent
to the Education Fund.

None

None

The captured assessed
value may be used for
retirement of bonds and
notes or the operation
and further development
of the tax increment
financing district. The
remaining portion is
returned to the tax lists.
None

Carryforward

None

None

http://www.gencourt.sta
te.nh.us/rsa/html/XII/16
2-K/162-K-mrg.htm

https://legislature.vermont.g
ov/statutes/chapter/24/053

Source:

http://webserver.ri https://www.cga.ct.gov/c https://legislature.maine https://malegislature.go
lin.state.ri.us/Statu urrent/pub/chap_588n.ht .gov/statutes/30v/laws/generallaws/parti
tes/TITLE42/42m#sec_32-285
A/title30/titlevii/chapter40/sectio
64.21/INDEX.HT
Asec5227.html
n59
M
Note: Incentive characteristics reflects current policy as identified by ORA in July 2020. This table presents a single
determined by ORA to be most like the Rhode Island Tax Increment Financing Act.
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24 V.S.A. chapter 053
§1891-1901

None

comparison incentive program for each comparison state

Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act

The TIF programs in the table above aim to increase financing for projects that will help to boost
economic activity in the state and revitalize communities. However, they each have unique features
that differentiate them. Every New England state has a TIF program centered around a designated
geographic area and/or eligible project, but definitions of both vary from state to state. In Rhode
Island, the basis of TIF eligibility is twofold. First, there must be a qualified development project,
meaning a specific construction project or improvement within a specific geographic area. Second,
the geographic area must be a qualifying TIF area, which is defined as an area containing a
qualified development project identified by the CommerceRI as a priority because of its potential
to generate, preserve or otherwise enhance jobs or its potential to produce, preserve or otherwise
enhance housing units. Massachusetts describes TIF-eligible areas and TIF eligible projects
similarly. In contrast, Connecticut’s statute does not define the geographic area, only eligible
projects and Vermont’s statute only defines a TIF district. Maine does not define TIF-eligible
projects, instead focusing on a development program for a tax increment financing district.
TIF-eligible projects receive some amount of incremental revenues, usually agreed upon in a TIF
agreement. Rhode Island and Vermont cap the portion of incremental revenues that may be
redirected to TIF eligible projects in their TIF statutes, and the Vermont statute further states that
at least 30 percent of the increased revenue must be sent to the education fund. In contrast, statues
in Connecticut, Maine and Massachusetts do not set a cap for the share of incremental revenues
that may be redirected, except for Massachusetts noting that tax increment exemptions may not
exceed 100 percent of received incremental revenue. The source of funding is also different for
most states, with each state designating specific tax types as eligible incremental taxes that may
be used to finance TIF projects. In Rhode Island, eligible incremental taxes include business taxes,
sales and use taxes and personal income taxes generated by the project. Connecticut designates
hotel taxes, sales taxes, and admissions, cabaret, and dues taxes generated as eligible incremental
taxes, and Maine, Massachusetts, New Hampshire and Vermont restrict eligible incremental taxes
to property taxes.

Part III: Report Data Description
The analysis of the Rebuild Rhode Island Tax Credit and the Rhode Island Tax Increment
Financing Act of 2015 in this report required an analysis of micro-level taxpayer data. In order to
gain access to data while respecting confidentiality concerns, ORA entered into Memoranda of
Understanding (MOU) with the Rhode Island Department of Revenue, Division of Taxation
(Taxation), Rhode Island Department of Labor and Training (DLT), and Rhode Island Commerce
Corporation (CommerceRI). These MOUs sought to preserve the confidentiality of individually
identifiable taxpayers consistent with the statutory mandates regarding secrecy and confidentiality
of taxpayer information. In this context, ORA relied on data provided by tax incentive recipients
to Taxation for tax years 2016, 2017, and 2018, to the extent such information were provided, as
required by Rhode Island General Law § 44-48.2-5(b). The data provided to ORA consisted of the
following:
➢ Actual amounts of tax incentives used by recipients provided by Taxation for tax years
2016 through 2018.
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➢ Projected amounts of tax incentives as provided by CommerceRI testimony during the May
2021 Revenue Estimating Conference (REC).
➢ Specific data on the projects contained in the tax incentives applications, agreements and
certifications as provided by CommerceRI.
➢ Withholding tax payment records on file provided by Taxation in each tax year subject to
the current analysis.
➢ Cost of administration of the tax incentives.
ORA made no attempt to verify the accuracy of the data provided and made minimal corrections
to the data in order to be able to execute specific calculations for the report. The data included in
this report are unaudited and reported as compiled.
The focus of this report is on the period encompassing tax years 2016 through 2018. Some tables
include additional data outside this period when additional years of data were available and where
ORA determined these additional data to be informative, timely, and reliable.

1. Number of Taxpayers Granted Tax Incentive
According to Taxation, no company received a tax credit or benefited from a sales and use tax
exemption under the Rebuild Rhode Island Tax Credit Act in tax years 2016 or 2017, and two
companies received a Rebuild RI tax credit in tax year 2018 with a total credit amount awarded of
$1,201,793. The following table provides a description of the number of recipients of the Rebuild
RI tax credit program and the corresponding tax benefit amounts received in each tax year broken
down by the type of benefit:
Rebuild Rhode Island Tax Credit Act
Credit Usage Amounts and Number of Recipients
(Tax Years 2016 – 2018)
2016
2017
2018
Sales and Use Tax Exemption
Count *
0
0
1
Dollars
$0
$0
$531,513
Tax Credit
Count *
0
0
2
Dollars
$0
$0
$670,280
Total of Sales and Use Tax Exemption and Tax Credit
Count *
0
0
2
Dollars
$0
$0
$1,201,793
Source: Division of Taxation
Note:
* Counts represent the number of companies that earned the credits
that were used in the reporting period.
Not all tax credit recipients received a sales and use tax exemption.
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No company received an incentive under the Tax Increment Financing Act in tax years 2016 and
2017 and in tax year 2018 one company received a TIF incentive with a total value of $102,303,
according to Taxation. The following table provides a description of the number of recipients of
the TIF program and the corresponding tax benefit amounts received in each tax year.
Tax Increment Financing Act
Incentive Usage Amounts and Number of Recipients
(Tax Years 2016 – 2018)
2016

2017

Sales and Use Tax
Count *
0
0
Dollars
$0
$0
State Hotel Tax
Count *
0
0
Dollars
$0
$0
Total of Sales and Use Tax and State Hotel Tax
Count *
0
0
Dollars
$0
$0

2018
1
$87,980
1
$14,323
1
$102,303

Source: Division of Taxation
Note:
* Counts represent the number of companies that earned the credits that were
used in the reporting period.

ORA used the Rebuild Rhode Island TY 2018 tax credit figure of $1,201,793 and the Tax
Increment Financing TY 2018 figure of $87,980 to model the economic and fiscal impact of the
two programs. Thus, a total of $1, 289,773 was used. This amount represents the full year impact
of the Rebuild RI tax credit program and the tax revenue that was redirected from general revenues
as a result of a TIF agreement in the first year of analysis (2018). State hotel tax revenue is not
considered to be general revenues and was therefore excluded from the total number.
Given that both the Rebuild RI tax credit program and the TIF tax incentive program provide
funding to projects over an extended period of time, even though the project itself is constructed
and put in service upfront, ORA has modified its approach to estimating the break-even points for
the three metrics for which it provides analytics, net general revenues, Rhode Island total
employment, and Rhode Island Gross Domestic Product (GDP). To model the intertemporal
aspects of these two programs, ORA used projected amounts of tax credits and incentives for the
two programs provided by CommerceRI during the May 2021 Revenue Estimating Conference
(REC). These tax credit and incentive amounts were allocated starting from tax year 2019 through
tax year 2035 in the Regional Economic Models, Incorporated (REMI)33 model to reflect the
ongoing tax benefits of these agreements.

33

The Regional Economic Models, Incorporated (REMI) model is a dynamic forecasting and policy analysis tool that
projects the future of a regional economy and predicts the effects on an economy when the user implements a change.
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The $14,323 of state hotel tax allocated to the TIF recipient is the CommerceRI share of state hotel
tax collections. State hotel tax collections are effectively pass-through revenues. Pass through
revenues are revenues collected by the state and passed through to other entities. In the case of
the state hotel tax, these other entities are regional tourism districts where the room rental occurred,
municipalities where the room rental occurred, CommerceRI and the Providence Warwick
Convention and Visitors Bureau.34

2. Value of Tax Incentive Granted by NAICS Code
During tax years 2016 through 2018, the total amount of the Rebuild RI tax credit was $1,201,793.
ORA matched each recipient firm to its corresponding industry code according to the North
American Industry Classification System (NAICS). The following table depicts the amount of the
Rebuild RI tax incentive received by firms in each industry during tax years 2016 through 2018
broken down by benefit type:

34

The breakdown of the distribution of state hotel tax revenues is as follows: for rooms rented in the Providence or
Warwick districts, except from hotels physically connected to the Convention Center, 30% goes to the tourism district,
25% to the city or town where the hotel or residential unit that generated the tax is physically located, 21% to
CommerceRI, and 24% to Providence Warwick Convention and Visitors Bureau (PWCVB). For proceeds of the state
hotel tax generated hotels physically connected to the Rhode Island Convention Center, 30% goes to the convention
authority of the city of Providence, 20% to the greater Providence-Warwick convention and visitor's bureau, and 50%
to CommerceRI. For state hotel tax revenues generated from rental activity at hotels and residential units in the
Statewide district, 25% goes to the city or town where the hotel or residential unit that generated the tax is physically
located, 70% to CommerceRI, and 5% to PWCVB. For rooms rented in the Aquidneck Island district or any other
district not already described, 45% goes to the regional tourism district, 25% to the city or town where the hotel or
residential unit that generated the tax is physically located, 25% to CommerceRI, and 5% to PWCVB. See R.I. Gen.
Laws § 42-63.1-3(g) and R.I. Gen. Laws § 42-63.1-12(d) .
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Rebuild Rhode Island Tax Credit Act
Credit Usage Amounts by Industry
(Tax Years 2016 – 2018)
Accommodation
(NAICS 721)
Sales and Use Tax Exemption
Count *
1
Dollars
$531,513
Tax Credit
Count *
1
Dollars
$212,486
Total of Sales and Use Tax Exemption and Tax Credit
Count *
1
Dollars
$743,999

Management of
Companies and
Enterprises
(NAICS 55)

Total

0
$0

1
$531,513

1
$457,794

2
$670,280

1
$457,794

2
$1,201,793

Source: Division of Taxation
Note:
* Counts represent the number of companies that earned the credits that were used in the reporting
period

In the tax years 2016 through 2018, recipients of the Rebuild RI tax credit operated in the
accommodation industry and management of companies and enterprises industry.35 Over the three
tax years, recipient firms in the accommodation industry have received a total benefit of $743.999.
Recipients classified as operating in the management of companies and enterprises industry have
received a total of $457,794.
Over the same period, the total amount of the TIF incentive received was $102,303. The following
table depicts the amount of the TIF incentive received by firms in each industry during tax years
2016 through 2018:

35

The North American Industry Classification System (NAICS) is the standard used by Federal statistical agencies in
classifying business establishments for the purpose of collecting, analyzing, and publishing statistical data related to
the U.S. business economy. According to the U.S. Census Bureau NAICS code definitions, industries in the
Accommodation subsector (NAICS code 721) “provide lodging or short-term accommodations for travelers,
vacationers, and others”. The Management of Companies and Enterprises sector (NAICS code 55) encompasses “(1)
establishments that hold the securities of (or other equity interests in) companies and enterprises for the purpose of
owning a controlling interest or influencing management decisions or (2) establishments (except government
establishments) that administer, oversee, and manage establishments of the company or enterprise and that normally
undertake the strategic or organizational planning and decision-making role of the company or enterprise.
Establishments that administer, oversee, and manage may hold the securities of the company or enterprise”. See the
2017 NAICS reference files on the U.S. Census Bureau for more information.
https://www.census.gov/naics/?99967
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Tax Increment Financing Act
Incentive Usage Amounts by Industry
(Tax Years 2016 – 2018)
Accommodation
(NAICS 721)
Sales and Use Tax
Count *
1
Dollars
$87,980
State Hotel Tax
Count *
1
Dollars
$14,323
Total of Sales and Use Tax and State Hotel Tax
Count *
1
Dollars
$102,303

Total
1
$87,980
1
$14,323
1
$102,303

Source: Division of Taxation
Note:
* Counts represent the number of companies that earned the credits that
were used in the reporting period

In the tax years 2016 through 2018, recipients of the TIF incentive operated in the accommodation
industry. Over the three tax years, recipient firm(s) in the accommodation industry received a total
benefit of $102,303.

3. Cost of Administration
ORA surveyed Taxation and CommerceRI to ascertain the cost for the administration of the
Rebuild Rhode Island Tax Credit Act and the Tax Increment Financing Act. The table below
provides information on the cost incurred by both entities during tax years 2016 through 2018 to
administer each tax incentive.
Cost of Administration
(Tax Years 2016 – 2018)
Incentive
Rebuild Rhode
Island Tax Credit
Act
Tax Increment
Financing Act

Cost-Incurring Entity
Division of Taxation
Commerce Corporation
Combined
Division of Taxation
Commerce Corporation *
Combined
Total Cost

TY 2016
$3,583
$113,325
$116,908
$0
$47,221
$47,221
$184,129

TY 2017
$6,154
$170,794
$176,948
$0
$68,038
$68,038
$244,986

TY 2018
$9,469
$131,722
$141,191
$1,004
$85,978
$86,982
$228,173

Total
$19,206
$435,841
$455,047
$1,004
$201,237
$202,241
$657,288

Average
$6,402
$145,280
$145,016
$335
$67,079
$67,414
$219,096

Source: Division of Taxation and Rhode Island Commerce Corporation.
Note:
* In this timeframe six projects were underwritten and approved. Within the timeframe no dollars flowed to these
projects as they were not operating. In addition, there is a $25,000 TIF success fee that flows to Commerce and offsets
some of the costs of administering the program.
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The CommerceRI cost of administration shown in the table above reflects the cost of all
approved projects during tax years 2016 through 2018. According to Commerce, if pro-rating
the full cost of administration for the two projects analyzed in this report, the pro-rated
administrative cost for 2016 to 2018 would be $46,949.

4. Number of Aggregate Jobs
Based on wages and employment data submitted by the Rebuild RI tax credit recipients to
Taxation, ORA was able to compile the total number of employees for each recipient firm. The
following table provides a description of the employment under the Rebuild RI tax credit program
in tax years 2016 through 2018 by employee residency status:
Employees of Rebuild RI-Tax Credit Recipient Firms:
Identified Tax Filings by Residency Status
(Tax Years 2016 – 2018)
Residency
Rhode Island
Out of State
Total Employees Reported

TY 2016
0
0
0

TY 2017
0
0
0

TY 2018
112
21
133

Total
112
21
133

Source: Division of Taxation and CommerceRI
Note: Employees for recipient firm(s) in the Accommodation industry are reported using
identifying information provided to Taxation by ORA. New employees for recipient firm(s) in
the Management of Companies and Enterprises industry were identified as employees included
in wage data for Q4 2018 that were not included in wage data for Q3 2016. If a taxpayer did
not file taxes, the state listed on the taxpayer’s W-2 was used to determine residency.

Recipients of the Rebuild RI tax credit had 133 employees in 2018. Of these employees, 112, or
84.2 percent, are Rhode Island residents and 21, or 15.8 percent, reside outside of Rhode Island36.
Similarly, ORA complied data from the same sources for the TIF incentive recipients. The
following table provides a description of the employment under the TIF incentive program in tax
years 2016 through 2018 by residency status:

36

It should be noted that the total number of employees reported in this table was provided by Taxation and is different
from the number of employees used in the breakeven analysis. Tax incentives beneficiaries are not required to provide
identifying information for employees of the qualified projects and therefore Taxation had to make assumptions
regarding who are the employees associated with the qualified project in the Management of Companies and
Enterprises industry.
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Employees of TIF-Incentive Recipient Firms:
Identified Tax Filings by Residency Status
(Tax Years 2016 – 2018)
Residency
Rhode Island
Out of State
Total Employees Reported

TY 2016
0
0
0

TY 2017
0
0
0

TY 2018
25
2
27

Total
25
2
27

Source: Division of Taxation

Recipients of the TIF incentive added 27 new employees in 2018. Of these newly hired employees,
92.6% are Rhode Island residents and the remaining 7.4% reside outside of Rhode Island.
It should be noted that, since the recipient of the TIF incentive also received a Rebuild RI tax
credit, the 27 jobs created by this company are also included in the previous table depicting
employees of the Rebuild RI tax credit recipient companies.

5. Direct Taxes Paid by Recipients
Due to statutory confidentiality mandates under R.I. Gen. Laws §§ 44-1-14, 44-19-30, 44-11-21,
44-14-23 and 44-30-95(c) and the risk of disclosure of taxpayer information, the Division of
Taxation is unable to approve disclosure of information by ORA as required by R.I. Gen. Laws §
44-48.2-5(a)(1) as it pertains to the “the aggregate annual revenue that such taxpayers generate for
the state through the direct taxes applied to them.”

6. Direct Taxes Paid by Recipients’ Employees
Taxation provided ORA with data on personal income tax (PIT) paid by the employees of the
Rebuild RI tax credit recipient firms for tax years 2016 through 2018. The following table shows
the breakdown of this information by taxpayer’s residency status.
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Employees of Rebuild RI-Tax Credit Recipient Firms:
Personal Income Taxes Paid by Identified Taxpayers
(Tax Years 2016 – 2018)
TY 2016 *

TY 2017 *

TY 2018

Total

0

0

112

112

Taxes Paid ^

$0

$0

$81,648

$81,648

Out of State
Count of Taxpayers

0

0

21

21

$0

$0

$20,628

$20,628

0
$0

0
$0

133
$102,276

133
$102,276

RI Residents
Count of Taxpayers
⁑,

Taxes Paid

⁑, †

Total
Count of Taxpayers
Taxes Paid

Source: Division of Taxation
Note:
* No recipients in 2016 and 2017
⁑ The Taxes Paid includes taxes paid for finalized tax returns only as of 1/3/2021.
^ Taxes Paid for RI Residents are calculated by dividing the Federal AGI by wage data for the employees
of the Rebuild RI tax credit recipients and applying the calculated ratio to "Total tax and Contributions"
minus "Property Tax Credit" minus "RI earned income credit" minus "Lead Paint Credit."
† Taxes Paid for Non-Residents are calculated by dividing the Federal AGI by wage data for the employees
of the Rebuild RI tax credit recipients and applying the calculated ratio to "Total Tax and Contributions"
minus "RI earned income credit."

Taxation also provided ORA with data on personal income tax (PIT) paid by the employees of
TIF incentive recipient firms for tax years 2016 through 2018. The following table shows the
breakdown of this information by taxpayer’s residency status.
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Employees of TIF Incentive Recipient Firms:
Personal Income Taxes Paid by Identified Taxpayers
(Tax Years 2016 – 2018)
TY 2016 *

TY 2017 *

TY 2018

Total

$0

$0

$6,458

$6,458

$0

$0

$238

$238

0
$0

0
$0

27
$6,696

27
$6,696

RI Residents
Taxes Paid ⁑, ^
Out of State
Taxes Paid ⁑, †
Total
Count of Taxpayers
Taxes Paid

Source: Division of Taxation
Note:
* No recipients in 2016 and 2017
⁑ The Taxes Paid includes taxes paid for finalized tax returns only as of 1/3/2021.
^ Taxes Paid for RI Residents are calculated by dividing the Federal AGI by wage data for the employees
of the Rebuild RI tax credit recipients and applying the calculated ratio to “Total tax and Contributions”
minus “Property Tax Credit” minus “RI earned income credit” minus “Lead Paint Credit.”
† Taxes Paid for Non-Residents are calculated by dividing the Federal AGI by wage data for the employees
of the Rebuild RI tax credit recipients and applying the calculated ratio to “Total Tax and Contributions”
minus “RI earned income credit.”

It should be noted that, since the recipient of the TIF incentive also received Rebuild RI tax credit,
the taxes paid by the 27 employees created by this company are also included in the previous table
depicting taxes paid by employees of the Rebuild RI tax credit recipient companies. Thus, the
amount of taxes paid by the employees for this recipient cannot be added to get a grand total of
the amount of taxes paid.

7. Additional Data Analysis
•

Rebuild Rhode Island Tax Credit Act and Rhode Island Tax Increment Financing Act
Awardee Characteristics

The sections above discuss Rebuild RI and TIF tax incentive recipients. However, not all
businesses that were awarded the Rebuild RI tax credit or an agreement under the TIF incentive
have claimed the credit or received TIF payments. ORA analyzed application data provided by
CommerceRI, as well as information on the CommerceRI website and CommerceRI testimony
from the May 2021 Revenue Estimating Conference, to gain a better understanding of total
awardee characteristics. A complete list of Rebuild RI tax credit awardees is listed below. Data
includes the name of the project awarded a Rebuild RI tax credit, amount of tax credits expected
to be issued by CommerceRI, amount of any sales tax rebate estimated by CommerceRI, and the
total of the two tax incentive amounts.
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Estimated Total Rebuild Rhode Island Award
(FY 2018 - FY 2036)
Project Name
Anticipated Tax Credits Sales Tax Rebates
Electric Boat
$2,000,000
$18,000,000
South Quay Marine Terminal
$15,000,000
$0
Wexford
$14,213,840
$734,189

Total
$20,000,000
$15,000,000
$14,948,029

Tidewater Landing
Downcity II
River House
The Edge II
78 Fountain Street

$10,000,000
$11,902,889
$8,354,910
$6,000,000
$6,115,119

$4,000,000
$378,000
$700,000
$1,295,000
$900,000

$14,000,000
$12,280,889
$9,054,910
$7,295,000
$7,015,119

Immunex RI Corporation
Rubius Therapeutics
Providence Commons

$3,450,000
$2,750,000
$4,833,833

$3,255,000
$2,700,000
$600,000

$6,705,000
$5,450,000
$5,433,833

Ocean State Job Lot
Pontiac Mills

$3,100,000
$3,626,403

$1,232,060
$500,000

$4,332,060
$4,126,403

Chestnut Commons
Hope Artiste
Jk Equities Moshassuck
Infinity Meat
Prospect Heights
The Edge
ONE MetroCenter
Virgin Pulse
Link St LLC Parcel 6
Dexter Street
Lippitt Mill
93 Cranston
Farm Fresh
Innovate Newport
Aloft Hotel
Warwick Hyatt Hotel
Gotham Greens
Union Trust
Blount Fine Foods
Parade Street
Bristol Belvedere
R&W Phase II
Millrace District I
Merchant Oversees
Millrace District II
401 Tech Bridge

$3,475,356
$3,569,657
$3,750,000
$1,915,000
$3,657,600
$3,000,000
$3,000,000
$3,186,722
$3,250,000
$2,000,000
$2,553,501
$2,516,603
$2,222,222
$2,128,123
$100,000
$1,062,430
$1,300,000
$1,091,587
$1,000,000
$1,000,000
$995,000
$1,000,000
$1,000,000
$1,000,000
$1,000,000
$1,000,000

$572,000
$450,597
$190,000
$1,800,000
$0
$537,176
$500,000
$110,748
$0
$1,000,000
$230,691
$127,442
$0
$0
$1,500,000
$531,513
$0
$194,591
$269,808
$196,910
$166,270
$96,656
$0
$0
$0
$0

$4,047,356
$4,020,254
$3,940,000
$3,715,000
$3,657,600
$3,537,176
$3,500,000
$3,297,470
$3,250,000
$3,000,000
$2,784,192
$2,644,045
$2,222,222
$2,128,123
$1,600,000
$1,593,943
$1,300,000
$1,286,178
$1,269,808
$1,196,910
$1,161,270
$1,096,656
$1,000,000
$1,000,000
$1,000,000
$1,000,000
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Estimated Total Rebuild Rhode Island Award
(FY 2018 - FY 2036)
Project Name
Mearthane Products
Strive Lofts
Hotel Beatrice
Infosys
Residence Inn
404 Broad Street
Fuller Mill
Nexus Lofts
Finlay
16 Broad St
A.T. Cross(1)
45 Pike(1)
Agoda(1)
Case Mead (1)

Anticipated Tax Credits Sales Tax Rebates
$815,000
$63,000
$750,000
$108,171
$100,000
$750,000
$750,000
$100,000
$500
$726,237
$610,000
$0
$540,000
$0
$500,000
$0
$176,972
$176,473
$142,300
$0
$0
$0
$0
$0
$0
$0
$0
$0

Total

$147,505,567

$44,692,533

Total
$878,000
$858,171
$850,000
$850,000
$726,737
$610,000
$540,000
$500,000
$353,445
$142,300
$0
$0
$0
$0
$192,198,100

Notes:
1.) Award not anticipated based on updated project status.
Source: Rhode Island Commerce Corporation, May 2021 Revenue Estimating Conference Testimony

A complete list of TIF incentive awardees are listed below. Data includes the name of the project
awarded a TIF incentive, the fiscal year in which tax / payment in lieu of taxes (PILOT) collections
begin and the estimated total amount of TIF payments.
Tax Increment Financing Award by Project
Project Name
Aloft Hotel
Bristol Belvedere
Exchange Street
Hammett Wharf
Hotel Beatrice
Hotel Hive
Residence Inn

Tax / PILOT
Collections Begin (FY)
2022
2023
2020
2021
2022
2023
2021
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$ 6,750,000
600,000
3,000,000
3,500,000
4,250,000
6,000,000
6,000,000
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Tax Increment Financing Award by Project
Project Name
Southern RI Hospitality
D'Ambra Warwick Hotel
Total

Tax / PILOT
Collections Begin (FY)
2021
2019

TIF Amount
1,800,000
3,500,000
$ 35,400,000

Source: Rhode Island Commerce Corporation, May 2021 Revenue Estimating
Conference Testimony

Awardees of the Rebuild RI tax credit must meet certain criteria to be eligible for the program.
The criteria differ for different types of projects. The rules and regulations set out requirements for
the total project cost, project size, and applicant equity in the project, among other things. The
generalized eligibility requirements by project type are detailed in the table below.
Rebuild Rhode Island Tax Credit Act
Descriptive Statistics: Generalized Project Requirements by Type
Eligibility Requirements
Location requirement
Minimum project cost
Minimum project size (Square Feet)
Residential units
Number of businesses contained
Jobs created
Applicant's equity in project
Financing gap

Commercial
No
$5,000,000 *
25,000
N/A
1
25 FTEs
20%
Yes

Project Type
Residential
In a Hope Community
$5,000,000 ^
20,000
20
N/A
N/A
20%
Yes

Mixed Use
No
$5,000,000 *
25,000
N/A
1
N/A
20%
Yes

Source: Rules and Regulations for the Rebuild Rhode Island Tax Credit Program, 870-RICR-30-00-3.6
Notes:
* Unless located in a Hope Community or a municipally designated redevelopment area
^ Unless Rhode Island Commerce Corporation permits the total project to be less

In order to be eligible to receive benefits from the Rebuild RI tax credit program, awardees must
have at least 20% equity in the project, and a financing gap such that, after taking into account all
available private and public funding sources, the project is unlikely to be accomplished by private
enterprise alone. All eligible projects must meet minimum size requirements and a minimum total
project cost. However, if additional criteria are met, CommerceRI may allow the total project cost
to be lower. Commercial projects must meet a requirement for the number of permanent jobs
occupying the project upon completion. Residential projects must have a minimum number of
residential units and have situs in a Hope Community. Commercial and mixed-use projects must
be occupied by at least one business upon competition. There is no minimum required number of
residential units for a mixed-use project.
Awardees with projects in a Hope Community may be subject to lesser minimum eligibility
requirements to receive benefits from the Rebuild RI tax credit program. The actual eligibility
Economic Development Tax Incentive Evaluation

39

Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act

requirements that these projects must meet are determined by CommerceRI on a case-by-case
basis. A Hope Community is defined as a municipality for which the five-year average percentage
of families with income below the federal poverty level exceeds the state five-year average
percentage, both as most recently reported by the U.S. Department of Commerce, Bureau of the
Census.
Awardees of the TIF incentive must also meet certain criteria to be eligible for the program.
Although the application process for Rebuild RI tax credits and TIF incentives are linked, and
much of the same information is provided, the eligibility criteria is very different, and the criteria
do not differ by project type. For ease of comparison, the generalized eligibility requirements by
project type are detailed in the table below in a similar format as the Rebuild RI tax credit
requirements.
Rhode Island Tax Increment Financing Act
Descriptive Statistics: Generalized Project Requirements by Type
Eligibility Requirements
Location requirement
Financing gap

All projects
In a Qualifying TIF area
Yes

Source: Rules and Regulations for the Rhode Island Tax Increment Financing Act, 870-RICR-30-00-6.6

In addition to the above requirements, an eligible TIF project must be “a new facility and not a
replacement of an existing facility already located in the state”; “an expansion of an existing
facility that will increase the number of full-time employees in the state”; or the project must be
“necessary to retain one or more At Risk Business”.37 In order to be eligible, applicants must have
entered into a TIF agreement with Rhode Island Commerce Corporation on or before June 30,
2021.38

37
38

Rules and Regulations for the Rhode Island Tax Increment Financing Act, 870-RICR-30-00-6.6(A)(3)
R.I. Gen. Laws § 42-64.21-9.
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Rebuild Rhode Island Tax Credit Act: Location Map of Awardees

Municipality

Number of Awardees

Providence

17

Warwick

3

North Kingstown

3

Pawtucket

2

Newport

1

Bristol

1

West Warwick

1

West Greenwich

1

Smithfield

1

Total Awardees
30
Source: Rhode Island Commerce Corporation

Awardees of the Rebuild RI tax credit program have projects located in nine of 39 municipalities
in Rhode Island, with the vast majority located in Providence.
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In order to be eligible for a TIF incentive agreement, a project must be in a Qualifying TIF area.
A “Qualifying TIF area” means an area containing a Qualified Development Project39 identified
by CommerceRI as a priority because of its potential to generate, preserve or otherwise enhance
jobs or its potential to produce, preserve or otherwise enhance housing units. As is observable in
the map below, awardees of the TIF incentive have projects located in five of 39 municipalities in
Rhode Island, with the majority located in Providence. The concentration of both Rebuild RI tax
credit awardees and TIF incentive awardees in Providence is unsurprising given that Providence
is the largest city in the state and is also a Hope Community, which CommerceRI considers a high
priority area for development.

According to R.I. Gen. Laws § 42-64.21-3 (9) “Qualified development project” means “a specific construction
project or improvement, including lands, buildings, improvements, real and personal property or any interest therein,
including lands under water, riparian rights, space rights and air rights, acquired, owned, leased, developed or
redeveloped, constructed, reconstructed, rehabilitated or improved, undertaken by a developer, owner or tenant, or
both, within a specific geographic area, meeting the requirements set forth by the Rhode Island Commerce
Corporation”
39
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Tax Increment Financing Act: Location Map of Awardees

Municipality
Providence
Bristol
Newport
South Kingstown
Warwick
Total Awardees

Number of Awardees
5
1
1
1
1
9

Source: Rhode Island Commerce Corporation

While the application process for obtaining a TIF agreement is tied to the application for the
Rebuild RI tax credit program, the rules and regulations governing TIF eligibility are not the same.
However, given the stated goals for the Tax Increment Financing Act to promote projects that have
the potential to generate and preserve jobs or to produce, preserve or otherwise enhance housing
Economic Development Tax Incentive Evaluation

43

Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act

in Rhode Island, ORA analyzed project characteristics describing project type, project size, project
cost and number of jobs expected to be created alongside those of the Rebuild RI tax credit
awardees.
It is informative to breakdown the awardees by project type given the different requirements for
each under the Rebuild RI tax credit program. As is observable in the chart below, nearly half of
Rebuild RI tax credit program awardees were commercial projects, while 16.7% were residential.
The remaining 36.7% of awardees were mixed use projects. More than three-quarters of awardees
of TIF agreements were commercial projects. The remaining 22.2% of awardees were mixed use
projects. The rules and regulation governing TIF eligibility do not state a minimum number of
businesses or residential units that must be housed in the project upon completion in order to be
eligible.
Rebuild Rhode Island Tax Credit Act and Tax Increment Financing Act
Descriptive Statistics: Project Type
90%
77.8%

80%

Rebuild Rhode Island Tax Credit Act
Rhode Island Tax Increment Financing Act

Share of Awardees

70%
60%
50%

46.7%
36.7%

40%
30%

22.2%
16.7%

20%
10%

0.0%
0%
Commercial

Residential

Mixed Use

Source: Rhode Island Commerce Corporation

Projects eligible for the Rebuild RI tax credit must contain at least 20,000 square feet of space for
residential projects and 25,000 square feet of space for commercial and mixed-use projects. The
rules and regulation governing TIF eligibility do not state a minimum project size for a project to
be eligible for a TIF agreement.
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Rebuild Rhode Island Tax Credit Act and Tax Increment Financing Act
Descriptive Statistics: Total Project Size (Square Feet)

Project Size (Square Feet)

Rebuild Rhode Island Tax Credit Act

Rhode Island Tax Increment Financing Act
28.0%

25,000 to 50,000

12.5%
12.0%

50,001 to 75,000

25.0%
16.0%

75,001 to 100,000

12.5%
20.0%

100,001 to 150,000

37.5%
12.0%
12.5%

150,001 to 200,000
Greater than 200,000

12.0%
0.0%

0.0%

5.0%

10.0%

Source: Rhode Island Commerce Corporation

15.0%

20.0%

25.0%

30.0%

35.0%

40.0%

Share of Awardees

As is observable in the chart above, no awardees had a project with a total size of less than 25,000
square feet. More than half, 56%, of Rebuild RI tax credit awarded projects contained 100,000
square feet or less. While the rules and regulations governing TIF incentive eligibility do not
specify minimum size requirements, the large scale of many of the projects awarded TIF incentives
is highlighted by the fact that half of all projects contain more than 100,000 square feet of space.
These large projects drive up the average project cost. In order to be eligible for the Rebuild RI
tax credit, awardees must have a project with a total cost of at least $5,000,000. However, that
amount can be lower if the project is in a Hope Community or a municipally designated
redevelopment area. CommerceRI has the discretion to decide the appropriate total cost for these
projects on a case by case basis.
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Rebuild Rhode Island Tax Credit Act and Tax Increment Financing Act
Descriptive Statistics: Total Project Cost
Rebuild Rhode Island Tax Credit Act
$2,000,000 to $5,000,000

6.7%
0.0%
36.7%

Total Project Cost

$5,000,001 to $15,000,000

12.5%
10.0%

$15,000,001 to $30,000,000

50.0%
13.3%
12.5%

$30,000,001 to $50,000,000

20.0%

$50,000,001 to $150,000,000
$150,000,001 to $250,000,000
Greater than $250,000,000

Rhode Island Tax Increment Financing Act

25.0%
6.7%
0.0%
6.7%
0.0%

0.0%

10.0%

20.0%

Source: Rhode Island Commerce Corporation

30.0%

40.0%

50.0%

60.0%

Share of Awardees

Only 6.7% of awardees of the Rebuild RI tax credit have a total project cost of $5 million or less,
indicating that very few awardees received special accommodations for total project cost from
CommerceRI. Most awardees had a project cost well above the minimum requirement of $5
million, with 13.3% of awarded projects disclosing a total project cost greater than $150 million.
The TIF incentive rules and regulations do not state a minimum project cost for eligibility. Half of
the TIF incentive awardees disclosed total projects costs of between $15 million and $30 million,
while 37.5% of awardees had a project cost of greater than $30 million. Only 12.5% of awardees
had a project cost between $5 million and $15 million. The average project cost of TIF awardees
was $32.1 million.
According to the eligibility requirements, all Rebuild RI tax credit awardees must have at least
20% equity in the proposed project.
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Rebuild Rhode Island Tax Credit Act
Descriptive Statistics: Awardee Equity in the Project (%)

Awardee Equity (%)

20% to 25%

37.9%

26% to 30%

13.8%

31% to 35%
36% to 40%

6.9%
3.4%

41% to 50%

10.3%

Greater than 50%
0.0%

27.6%

5.0%

10.0%

Source: Rhode Island Commerce Corporation

15.0%

20.0%

25.0%

30.0%

35.0%

40.0%

Share of Awardees

Just over half of awardees, 51.7%, had 30% or less equity in the project. On the other end, 27.6%
of awardees had greater than 50% equity in the project. The remaining project cost is covered by
other private and public sector financing sources. Several awardees disclosed 100% equity in the
project, indicating these companies were not borrowing funds from private sources to complete
their projects. Typically, these companies were requesting the state tax credit to reduce the cost of
the project in order to make it feasible in Rhode Island, rather than attempting to fill a financing
gap.
The rules and regulations governing the Rebuild RI tax credit program state that the tax credit
amount cannot exceed $15 million, or 20% of the total project cost for any qualified development
project. However, an applicant is eligible for additional tax credit amounts, of up to 10% of the
total project cost, if the development project can meet additional requirements.40 Thus, it is
possible for a qualified development project to receive a Rebuild RI tax credit equal to 30% of the
total project cost.

40

According to the Rules and Regulations for the Rebuild Rhode Island Tax Credit Program, 870-RICR-30-00-3.7(B)
qualified development project may receive additional tax credit amounts if it 1) “includes adaptive reuse or
development of a recognized historical structure”; 2) “is undertaken by or for a target industry”; 3) “is located in a
[t]ransit-[o]riented [d]evelopment [a]rea”; 4) “includes residential development in which at least twenty percent (20%)
of the residential units are designated as [a]ffordable [h]ousing or [w]orkforce [h]ousing”; 5) “includes the adaptive
reuse of property subject to the requirements of the Industrial Property Remediation and Reuse Act”; 6) “includes
[c]ommercial facilities constructed in accordance with the minimum environmental and sustainability standards, as
certified by the Corporation pursuant to [Leadership in Energy and Environmental Design (LEED)] or other equivalent
standards”; or 7) meets “other additional criteria determined by the Corporation … in response to evolving economic
or market conditions”.

Economic Development Tax Incentive Evaluation

47

Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act

Tax Credit Share of Project Cost (%)

Rebuild Rhode Island Tax Credit Act
Descriptive Statistics: Tax Credit Percent of Project Cost
0.0% to 5.9%

6.9%

6.0% to 10.9%

20.7%

11.0% to 15.9%

10.3%

16.0% to 20.9%

24.1%

21.0% to 25.9%

13.8%

26.0% to 30.9%

24.1%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

Share of Awardees
Source: Rhode Island Commerce Corporation

Nearly 38% of Rebuild RI tax credit awardees met one of the criteria in order to receive a tax credit
greater than 20% of the total project cost. Only 6.9% of awardees received a tax credit of less than
6% of the project cost while 55.2% of awardees received a tax credit between 6% and 20.9% of
the project cost.
In order to be eligible for the Rebuild RI tax credit, commercial projects must house at least 25
full time jobs post-completion. Other project types do not have a requirement for job creation.
Rebuild Rhode Island Tax Credit Act and Tax Increment Financing Act
Descriptive Statistics: Number of Jobs Created
Rebuild Rhode Island Tax Credit Act
33.3%

35.0%

Share of Awardees

Tax Increment Financing Act
30.4%

30.4%

30.0%
25.0%

22.2%

22.2%

20.0%
13.0%

15.0%

8.7%

10.0%
5.0%

13.0%

11.1%

11.1%
4.3%
0.0%

0.0%

0.0%

0.0%
0 to 25

26 to 50

51 to 75

76 to 100

Number of Jobs Created
Source: Rhode Island Commerce Corporation
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Of the Rebuild RI tax credit awardees that recorded on their application the expected number of
jobs to be housed in the project after completion, 34.8% will be occupied by 50 or fewer jobs, the
majority of which are mixed use projects. Slightly less than half of projects, 48.7%, will house 100
permanent jobs or less when they are completed. The large scale of many of the awarded projects
is highlighted by the fact that more than half will house more than 100 jobs upon completion. A
stated goal of the Tax Increment Financing Act is to generate, preserve or otherwise enhance jobs
in Rhode Island. Despite the large scale of many of the awarded projects, only 44.4% of awarded
TIF incentive projects will house more than 50 jobs after completion. More than half of the TIF
incentive projects, 55.6%, will house 50 permanent jobs or less when they are completed.
For those applying for the Rebuild RI tax credit, a qualified development project, at the discretion
of CommerceRI, may be eligible for an exemption from sales and use taxes imposed on the
purchase of 1) furniture, fixtures and equipment, except automobiles, trucks or other motor
vehicles; and 2) such other materials, including construction materials and supplies, that are
depreciable and have a useful life of one year or more and are essential to the project, in addition
to the standard tax credit. This exemption only applies to purchases used directly and exclusively
in the qualified development project.
Rebuild Rhode Island Tax Credit Act
Descriptive Statistics: Sales and Use Tax Exemption
No, 3.4%
Yes, 96.6%

Source: Rebuild RI application provided by CommerceRI.

Using data from the Rebuild RI applications provided by CommerceRI, 96.6% of the awardees
also applied for the sales and use tax exemption. Using CommerceRI testimony from the May
2021 Revenue Estimating Conference, ORA was able to determine that only 84.9% of projects
awarded Rebuild RI tax credits were also granted the sales and use tax exemption.
Two-thirds of TIF agreements specify a 20-year term. This means the TIF incentive recipient can
collect and retain agreed upon incremental revenues for up to 20 years, provided that the total TIF
award amount has not been reached. The remaining one-third of projects have a TIF agreement
term of fewer than 20 years, with agreements granting terms of 10 years, 15 years, and 18 years in
equal shares.
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Tax Increment Financing Act
Descriptive Statistics: TIF Term
TIF Term
10 years
15 years
18 years
20 years

Share of Awardees
11.1%
11.1%
11.1%
66.7%

Source: Rhode Island Commerce Corporation, May 2021
Revenue Estimating Conference Testimony

According to the Rules and Regulation, 807-RICR-30-00-6, that govern TIF agreements, the TIF
agreement must specify the tax or taxes to be included in the eligible revenues41. Taxation pays
the TIF incentive awardee incremental state revenues, directly realized from projects or businesses
operating in the qualifying TIF area, from the eligible revenue. However, financing rules limit the
projected annual incremental revenues that may be allocated under a TIF agreement to 75 percent
of total incremental revenues. Thus, a project that generates $100 of incremental revenues can only
receive $75 as a TIF incentive, with the remaining $25 remitting to the state and/or pass through
entities.
Most TIF agreements, 66.7%, designate both lodging and sales taxes as eligible revenue. The
remaining 33.3 percent of TIF agreements designated only one revenue source as eligible revenue,
with 22.2 percent receiving incremental revenue from only state hotel tax collections and 11.1
percent receiving incremental revenue from only sales tax collections.
Tax Increment Financing Act
Descriptive Statistics: TIF Revenue Source
TIF Funding Source
State Hotel Tax
Sales Tax
State Hotel Tax and Sales Tax

Share of Awardees
22.2%
11.1%
66.7%

Source: Rhode Island Commerce Corporation, May 2021 Revenue Estimating
Conference Testimony.

A TIF award, or TIF Payment42, represents the maximum amount an awardee can receive over the
duration of the TIF agreement. The TIF award is paid in annual installments and cannot exceed
75% of the actual incremental revenues in a particular year. The total award amount cannot exceed
41

According to Rules and Regulations for the Rhode Island Tax Increment Financing Act, 870-RICR-30-006.5(A)(12), “Eligible revenue” means “the revenues from taxes assessed and collected under R.I. Gen. Laws Chapters
44-11 (“Business Corporation Tax”), 44-13 (“Public Service Corporation Tax”), 44-14 (Taxation of Banks”), 44-17
(“Taxation of Insurance Companies”), 44-18 and 44-19 (“Sales and Use Tax,” including hotel tax), 44-30 (“Personal
Income Tax”) or realized from such venue ticket sales or parking taxes as may be established and levied under state
law as set forth in R.I. Gen. Laws § 42-64.21-5 of the Tax Increment Financing Act.”
42
According to Rules and Regulations for the Rhode Island Tax Increment Financing Act, 870-RICR-30-006.5(A)(33), "Total TIF payment" means “reimbursement of all or a portion of the [p]roject [f]inancing [g]ap of a
[q]ualified [d]evelopment [p]roject from the Division of Taxation as provided under” R.I. Gen. Laws § 42-64.21 and
870-RICR-30-00-6.
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30% of the total project cost. However, it should be noted that the 30% limit does not apply to
projects for public infrastructure, a preexisting municipally owned stadium of 10,000 seats or
more, or utilities. One-third of awardees may receive up to $3 million from incremental revenues,
over the course of the TIF agreement. One-third of TIF agreements specify a TIF incentive award
between $3 million and $4.5 million over the course of the TIF agreement, and one-third of
awardees may receive more than $4.5 million from incremental revenues over the course of the
TIF agreement. The average TIF incentive amount awarded is $3.9 million.
Tax Increment Financing Act
Descriptive Statistics: TIF Incentive Amount Awarded
$0 to $1,500,000

11.1%

TIF Amount

$1,500,001 to $3,000,000

22.2%

$3,000,001 to $4,500,000

33.3%

$4,500,001 to $6,000,000

22.2%

Greater than $6,000,000
0.0%

11.1%
5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

35.0%

Share of Awardees

Source: Rhode Island Commerce Corporation, May 2021 Revenue Estimating Conference Testimony

•

Rebuild Rhode Island Tax Credit Act and Rhode Island Taxpayer Recipient Characteristics

Not all business that were awarded the Rebuild RI tax credit have claimed the credit. ORA
analyzed data provided by Taxation on employment and wages paid to the employees of the
recipients of Rebuild RI tax credits.
Employees of Rebuild RI Tax Credit Recipient:
Descriptive Statistics: Industry and Wages of Employees
(Tax Years 2016-2018)
NAICS Industry Description

Tax
Year

Number
of Jobs

Average
Wage

Median
Wage

Management of Companies and Enterprises
Accommodation

2018
2018

106
27

$50,535
$14,640

$39,453
$11,893

Source: Division of Taxation
Notes: Average Wage, and Median Wage represents wage information for all employees that had
reported wages in the third and fourth quarters of 2018. The wages were doubled for four individuals that
only had reported wages in Q4 of 2018.

In 2018, there were 106 new employees working for a Rebuild RI tax credit recipient in the
management of companies and enterprises industry and 27 employees working for a Rebuild RI
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tax credit recipient in the Accommodation industry. Employees working for a Rebuild RI tax credit
recipient that is classified as operating in the management of companies and enterprises industry
earned an average annual wage of $50,535. In Rhode Island, the average annual wage for all
occupations was $54,810 in 2018.43 The median wage earned at this Rebuild RI tax credit recipient
firm was $39,453, which is 93.8 percent of the annual median wage of $42,040 in 2018 for all
occupations in Rhode Island.44
Employees working for a Rebuild RI tax credit recipient classified as operating in the
accommodation industry earned an average annual wage of $14,640, or 26.7 percent of the average
annual wage for all occupations in the state. The annual median wage earned at this Rebuild RI
tax credit recipient firm was $11,893, which is 28.3 percent of the 2018 annual median wage for
all occupations in the state of $42,040.
•

Tax Increment Financing Act Program Taxpayer Recipient Characteristics

ORA analyzed data provided by Taxation on employment and wages at TIF program recipients.
In 2018, there were 27 employees working for TIF beneficiary firm(s) in the accommodations
industry. As depicted in the previous table, employees working for a TIF recipient classified as
operating in the accommodation industry earned an average annual wage of $14,640.

Part IV: Evaluation of the Economic Impact of the Tax Incentive
This section of the report addresses two major objectives defined in R.I. Gen. Laws § 44-48.2-5:
first, to provide a projection of the potential impact of the Rebuild RI tax credit and the TIF
incentive programs on state revenues from projected future use and carryforward amounts of
unused tax incentives; and, second, to produce a breakeven cost-benefit analysis that can estimate
the net impact on state revenues resulting from these tax incentives.

1. Assessment and Five-Year Projection of Revenue
Rebuild Rhode Island Tax Credit
Current law includes a sunset of the Rebuild RI program, stating that no new credits can be
authorized after June 30, 2021. However, it is anticipated that Rebuild RI tax credit usage activity
will continue beyond this date as this tax credit is awarded over multiple years. In fact, during their
testimony at the May 2021 Revenue Estimating Conference (REC), CommerceRI provided a
projection of the estimated total for Rebuild RI tax credits and sales and use tax exemptions by
fiscal year starting in FY 2019 through FY 2036.
It should be noted that the TY 2018 Rebuild RI tax credit amount provided by Taxation was split
between the FY 2019 and FY 2020 Rebuild RI tax credit amounts reported by CommerceRI at the
May 2021 REC. ORA subtracted from the CommerceRI projections for FY 2019 and FY 2020,
43

U.S. Bureau of Labor Statistics, May 2018 State Occupational Employment and Wage Estimates, Rhode Island.
https://www.bls.gov/oes/2018/may/oes_ri.htm
44
U.S. Bureau of Labor Statistics, May 2018 State Occupational Employment and Wage Estimates, Rhode Island.
https://www.bls.gov/oes/2018/may/oes_ri.htm
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the actual TY 2018 Rebuild RI tax credit amounts used as provided by Taxation in order to capture
the unused amounts of the Rebuild RI tax credits that are still available from FY 2019 and FY
2020. ORA then used the CommerceRI projection of Rebuild RI tax credits and sales and use tax
exemption amounts to construct a 5-year projection for Rebuild RI tax credit and sales and use tax
exemption amounts that would be assigned in future tax years. ORA assumed that CommerceRI’s
fiscal year projections would correspond directly to the tax year (i.e. FY 2019 = TY 2019, FY 2020
= TY 2020, etc.).
The following table provides the distribution of the anticipated amount of the Rebuild RI tax credit
and Rebuild RI sales and use tax exemption amounts to be issued in each tax year.
Total Rebuild Rhode Island Tax Credit & Rebuild RI Sales and
Use Tax Exemption
Revenue Forgone Projections
Tax Year
2019
2020
2021
2022
2023

Credit Amount
$9,918,561
$21,884,421
$39,116,878
$30,899,541
$35,785,817

Source: ORA calculations based on data provided by Taxation and CommerceRI.

Tax Increment Financing Incentive
Current law includes a sunset of the Tax Increment Financing program, stating that no new tax
incentives can be authorized after June 30, 2021. However, it is anticipated that TIF incentive
usage activity will continue beyond this date as the TIF incentive is awarded over multiple years.
In fact, during their testimony at the May 2021 Revenue Estimating Conference (REC),
CommerceRI provided a projection of the estimated total amounts of Tax Increment Financing by
fiscal year starting in FY 2018 through FY 2042.
It should be noted that the TY 2018 TIF incentive amount provided by Taxation was split between
the FY 2019 and FY 2020 Tax Increment Financing amounts reported by CommerceRI at the May
2021 REC. ORA subtracted from the CommerceRI projections for FY 2020, the actual TY 2018
TIF amounts used as provided by Taxation in order to capture the unused amounts of the TIF
incentive that are still available from FY 2020. ORA then used the CommerceRI projection of Tax
Increment Financing amounts to construct a 5-year projection for TIF incentive amounts that
would be assigned in future tax years. ORA assumed that CommerceRI’s fiscal year projections
would correspond directly to the tax year (i.e. FY 2019 = TY 2019, FY 2020 = TY 2020, etc.).
The following table provides the distribution of the anticipated amount of the Tax Increment
Financing amounts to be issued in each tax year.
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Tax Increment Financing Incentive
Revenue Forgone Projections
Tax Year
2019
2020
2021
2022
2023

Incentive Amount
$150,925
$ 459,777
$ 983,546
$ 3,112,087
$ 4,037,511

Source: ORA calculations based on data provided by Taxation and CommerceRI.

2.

Rhode Island Commerce Corporation Economic Impact Analysis

The Rhode Island Commerce Corporation conducted an economic impact analysis for each Tax
Increment Financing and Rebuild Rhode Island tax credit awardee. These analyses were produced
by Appleseed, a consulting firm with more than twenty years of experience in economic impact
analysis. These economic impact analyses are publicly available on Commerce’s website at
https://commerceri.com/wp-content/uploads/2018/04/Commerce-Corporation-IncentivePrograms-FY2017.pdf.
ORA summarized Appleseed’s analyses of the Rebuild RI tax credit and TIF incentive recipients
included in the current report.
•

Summary of Appleseed Analysis for Rebuild RI Tax Credit and TIF Incentive Recipient(s) in
the Accommodation Industry (NAICS 531)
The economic impact analysis produced by Appleseed for the recipient(s) of both the Rebuild RI
tax credit and TIF incentive in the Accommodation industry reflects the impact of these two tax
benefits and assumes that:
➢ 111 jobs are directly added to the Rhode Island economy by 2017 and a total of 26
additional jobs are directly added by 2018;
➢ Wage rates are equal to the median hourly wage in Rhode Island as of May 201545;
➢ The total value of the Tax Increment Financing amount is $3,500,000;
➢ The total value of the Rebuild RI amount is $ 1,366,991, of which $345,000 is sales and
use tax exemption on eligible construction and build-out costs;
➢ The Rebuild RI tax credit and TIF incentive will be claimed over 20 years.
The following table summarizes the economic and fiscal results as reported by Appleseed:

45

According the U.S. Bureau of Labor Statistics, the median hourly wage in 2015 was $18.77.

Economic Development Tax Incentive Evaluation

54

Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act

Impact
Total Employment*
Earnings ($ millions)
Value Added ($ millions)
Output ($ millions)
Personal Income Taxes

TY 2017
147
$8.6
$13.0
$24.7
$323,000

TY 2018
32
$1.4
$3.0
$4.6
$54,000

Source: CommerceRI report available at https://commerceri.com/wpcontent/uploads/2018/04/Commerce-Corporation-Incentive-Programs-FY2017.pdf
Notes:
* Total employment represents the sum of direct and indirect jobs.

The results presented in the table above imply that the personal income tax generated per job in
TY 2017, with an hourly wage of $18.77, is equal to $2,197 (i.e., $323,000 / 147) under
Appleseed's analysis. Using the TY 2017 Personal Income Tax (PIT) returns model, ORA
calculated that a single taxpayer with a federal Adjusted Gross Income (AGI) of $39,05046, with
no dependents and subject to a tax rate of 3.75% would pay $1,004 in Rhode Island income taxes,
or $1,193 per job less than projected by Appleseed. This discrepancy yields a personal income tax
shortfall of $175,403 (i.e., $1,193 * 147) in the Appleseed projection.
For TY 2018, the table above implies that the personal income tax generated per job is equal to
$1,688 (i.e., $54,000 / 32) under Appleseed's analysis. ORA calculated that a single taxpayer with
a federal Adjusted Gross Income (AGI) of $39,050, with no dependents and subject to a tax rate
of 3.75% would pay $995 in Rhode Island income taxes in TY 2018, or $693 per job less than
projected by Appleseed. This discrepancy yields a personal income tax shortfall of $22,186 (i.e.,
$693 * 32) in the Appleseed projection.
•

Summary of Appleseed Analysis for Rebuild RI Tax Credit Recipient(s) in the Management of
Companies & Enterprises Industry (NAICS 55)

The economic impact analysis produced by Appleseed for the Rebuild RI tax credit recipient(s)
in the Management of Companies and Enterprises industry assumes that:
➢ A total of 190 jobs are directly added to the Rhode Island economy in 2016 and 178
additional jobs are directly added in 2019;
➢ The median earnings of these jobs exceed the median annual wage of $39,042;47
➢ The total value of the Rebuild Rhode Island tax credit amount is $3,100,000;
➢ The sales and use tax exemption on eligible construction and build-out costs is estimated
at $105,00048;
➢ The tax credit will be claimed over four years.

46

According the U.S. Bureau of Labor Statistics, the median annual wage in 2015 was $39,050.
The Appleseed report does not mention the corresponding year of this median wage. According to the U.S. Bureau
of Labor Statistics, the median annual wage was $39,730 in 2016 and $44,170 in 2019. In addition, Appleseed does
not provide any information on by how much the earnings of the newly created jobs would exceed the referenced
annual median wage.
48
The Appleseed report mentioned that the company’s total building and other materials are valued at approximately
$1.5 million. ORA assumed that this is equivalent to $105,000 in sales and use taxes (i.e., $1,500,000 * 7%).
47
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The following table summarizes the economic and fiscal results as reported by Appleseed:
Impact
Total Employment*
Earnings ($ millions)
Value Added ($ millions)
Output ($ millions)
Total Taxes by Component
Personal Income Taxes
Sales and Use Taxes
Business Corporation Taxes

TY 2016
247
$14.1
$21.3
$40.9

TY 2019 †
232
$13.3
$17.5
$30.5

$530,000
$231,000
$193,000

$433,333
$191,667
$54,750

Source: CommerceRI report available at https://commerceri.com/wpcontent/uploads/2018/03/Commerce-Corporation-Incentive-Programs-FY2016.pdf
Notes:
* Total employment represents the sum of direct and indirect jobs.
† The Appleseed report shows total projected taxes of $5.2 million for personal income taxes,
$2.3 million of sales and use taxes, and $657,000 of business corporation taxes. The report says
these taxes will be paid to the state during a commitment period of not less than twelve years.
For simplicity, ORA divided the previous figures by 12 to obtain an annual tax amounts for TY
2019.

The results presented in the table above imply that the personal income tax generated per job in
TY 2016 is equal to $2,146 (i.e., $530,000 / 247) under Appleseed's analysis. Using the TY 2016
Personal Income Tax (PIT) simulation model, ORA calculated that a single taxpayer with a federal
Adjusted Gross Income (AGI) of $39,042, with no dependents and subject to a tax rate of 3.75%
would pay $1,007 in Rhode Island income taxes, or $1,139 per job less than projected by
Appleseed. This discrepancy yields a personal income tax shortfall of $281,376 in the Appleseed
projection.
With respect to sales and use taxes, Appleseed estimates that each job will generate taxable sales
in TY 2016 of $13,360 (i.e. $231,000 / 247 / 0.07). This implies that 34.2% of each employee’s
gross income would be spent on taxable goods and services each year (i.e., $13,360 / $39,042).
For TY 2019, the table above implies that the personal income tax generated per job is equal to
$1,868 (i.e., $433,333 / 232) under Appleseed's analysis. ORA calculated that a single taxpayer
with a federal Adjusted Gross Income (AGI) of $39,042, with no dependents and subject to a tax
rate of 3.75% would pay $982 in Rhode Island income taxes in TY 2019, or $886 per job less than
projected by Appleseed. This discrepancy yields a personal income tax shortfall of $227,870 (i.e.,
$982 * 232) in the Appleseed projection.
With respect to sales and use taxes, Appleseed estimates that each job will generate taxable sales
in TY 2019 of $11,802 (i.e. $191,667 / 232 / 0.07). This implies that 30.2% of each employee’s
gross income would be spent on taxable goods and services each year (i.e., $11,802 / $39,042).
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3. “Breakeven” Cost-Benefit Analysis
•

Introduction to the “Breakeven” Cost-Benefit Analysis Methodology

Pursuant to R.I. Gen. Laws § 44-48.2-5(6), ORA conducted a “breakeven” cost-benefit analysis to
measure the economic and fiscal impacts on the state economy resulting from the Rebuild RI tax
credit and TIF incentive programs under a variety of assumptions. The evaluation of these two
programs was combined for several reasons: First, these tax incentives have overlapping goals and
objectives as defined in the programs governing statutes. Second, the programs’ application
process is linked. Those involved in a real estate project that are interested in either incentive must
apply using the Rebuild Rhode Island Tax Credit application, there is no separate application for
the Tax Increment Financing Act. Instead, those that are interested and qualify may be considered
by CommerceRI for a TIF agreement after reviewing the project for the Rebuild Rhode Island tax
credit. Last, some of the project(s) analyzed in the current report received both tax incentives,
therefore conducting a separate analysis for each tax incentive would overestimate the economic
and fiscal benefits generated by the economic activity produced by the project(s) recipients.
To execute these cost-benefit analyses, ORA utilized Regional Economic Models, Incorporated’s
(REMI) 70-sector model of the Rhode Island economy via the REMI Tax-PI software platform to
produce estimates of the total economic effects of the tax incentives issued in tax years 2016
through 2018.49 The dynamic capabilities of the REMI Tax-PI model allows one to estimate the
impacts of exogenous shocks to the state’s economy, including changes to public policy, shifts in
consumer behavior and demand, and developments in industry. The REMI Tax-PI model
operationalizes these insights by augmenting REMI’s base economic and demographic model,
PI+, with a module that allows the user to enter a state’s customized budget, in order to run fiscal
and economic forecasts. Specifically, for each budget item, one can choose an “Indicator”, which
is the economic or demographic driver of that budget item (e.g., personal income for personal
income tax revenue, or age 5-18 population for K-12 education spending), and a “Policy Variable”,
which is the economic or demographic change associated with a change to the structure of that
budget item (e.g., a change in consumer prices for a change in the sales tax).
The “breakeven” approach developed for this report allows a reader to assume that the tax
incentives analyzed in this report leveraged various levels of economic activity required of
recipient firms to receive a tax incentive. This assumption means that some varying portion of the
economic activity required of recipient firms to receive a tax incentive would not have occurred in
the absence of the tax incentive. Under this assumption, firms made some portion of their longterm production decisions based on the availability of an incentive over time, and removal of that
tax benefit in a particular year would undo all such decisions.
To provide additional insight, ORA also produced breakeven analyses with respect to employment
and Rhode Island gross domestic product (GDP).

49

Detailed documentation on the REMI Tax-PI v2.3.1 model employed in this analysis is available at:
http://www.remi.com/resources/documentation
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•

Modeling Costs

ORA assumed that the tax incentives are funded by an equivalent reduction in state government
general revenue spending – that is, when the state government forgoes general revenue by allowing
these tax incentives, there are fewer funds available for other general revenue spending priorities.
ORA modeled these adjustments based on a comprehensive historical analysis of Rhode Island
general revenue expenditures for fiscal year 2018, which represents the most recent expenditure
data at the time of the analysis. ORA compiled all state general revenue expenditures and assumed
that the level of these expenditures could be adjusted to maintain a balanced general revenue
budget. The breakdown of general revenue expenditures by category is shown in the following
table:
Rhode Island General Revenue Expenditures by NAICS Code
(Fiscal Year 2018)
Industry Description

NAICS Code

Percent of Total

Ambulatory Healthcare
Services

621

32.1%

Educational Services

61

30.5%

n/a
(entered as “state/local govt.
compensation” and “employment”)

25.6%

Social Assistance

624

2.9%

Local Government
Spending

n/a
(entered as “local government
spending”)

2.9%

Professional, Scientific,
and Technical Services

54

1.4%

Administrative and
Support Services

561

1.5%

Wholesale Trade

42

0.6%

Remaining/Other

19 additional industries, and nonresidential capital investment

2.6%

Total:

100.0%

State Wages, Salary, and
other Compensation

Source: ORA analysis of Rhode Island FY 2018 general revenue expenditure data.

In addition, ORA decomposed the FY 2018 general revenue expenditures data to look at spending
by each state government agency, then ORA combined these agencies into different groups based
on their functions and duties. The following table describes this breakdown:
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Rhode Island General Revenue Expenditures by Agency Groups
(Fiscal Year 2018)
Agency Groups *
Elementary and Secondary Education
Health Care Services (Medicaid)
Behavioral Health and State Hospitals
Children, Youth and Families
Health and Human Services (Non-Medicaid)
Higher Education
General Government
Corrections
Economic Development
Courts
Public Safety
Elected Officials
Environment
Other
Grand Total

Percent of Total
38.80%
37.78%
5.15%
4.94%
2.78%
2.72%
2.31%
1.81%
1.52%
0.69%
0.50%
0.46%
0.45%
0.10%
100.00%

Source: ORA analysis of Rhode Island general fund expenditure data.
Note:
*Breakdown of these groups can be found in Appendix C.

The total amount of the two tax incentives was input in the REMI Tax-PI model as a change in the
state government spending policy variable. To do so, ORA used a combination of actual tax
incentive amounts, excluding the hotel tax portion of the TIF incentive, for the two programs
provided by Taxation and projected amounts provided by CommerceRI during the May 2021
Revenue Estimating Conference (REC).50 These amounts were allocated in the REMI model
starting from tax year 2019 through tax year 2035.51
•

Modeling Benefits

To model the benefits of the Rebuild RI tax credit and TIF incentive programs, ORA examined
the intended purpose and goals defined in the programs governing statutes. For the Rebuild RI tax
credit program, as stated in R.I. Gen. Laws § 44-48.3-2, the main objectives are largely focused
on the creation of new jobs and the stimulation of growth in real estate developments that could
make investment and foster job creation in the state. For the TIF incentive program, as stated in
R.I. Gen. Laws § 42-64.21-2, the objective is to stimulate growth in real estate developments
and/or businesses that are prepared to make meaningful investment, promote the retention and
expansion of existing jobs and stimulate the creation of new good paying ones.
To address these objectives and to model the benefits generated by the Rebuild RI and TIF
programs recipients, ORA focused on two components: 1) the impact from the construction
activity of the projects; and 2) the impact from the operations activity of the projects. The analysis
50

See page 30 in Part III: Report Data Description for further explanation of model inputs.
CommerceRI testimony at the May 2021 Revenue Estimating Conference (REC) provided projections for the
Rebuild RI and TIF amounts on a fiscal year basis, however the REMI model simulations can be conducted only using
calendar years. For simplicity, ORA assumed that each fiscal year projection from the CommerceRI testimony would
correspond to a calendar year in the REMI model.
51
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is based on self-reported firm-level data on employment and wages provided by CommerceRI,
Taxation and publicly available historical data on the regional and national economies.
➢ Construction Impact
Using information on projects costs within the agreements provided by CommerceRI for the
Rebuild RI tax credit and TIF incentive recipients, ORA constructed a breakdown of soft and
hard costs for these projects. The following table illustrates this breakdown:
TIF & Rebuild RI Recipients
Projects Cost Breakdown
Cost Type

Amount

Soft Costs

$6,037,589

Hard Costs

$66,825,443

Total Costs

$72,863,032

Source: Projects Agreements provided by CommerceRI

Using REMI Tax-PI, ORA modeled the soft costs amount as a change in the exogenous final
demand policy variable in the “Professional Scientific, and Technical Services” industry,52 and
modeled the hard costs amount as a change in the investment spending policy variable in the nonresidential construction sector.53 The construction activity occurs during the initial phase of the
projects. The projects agreements indicated that the construction phase was expected to begin by
the end of calendar 2016 and was anticipated to take about two years to complete. Therefore, the
full amounts of hard and soft costs were allocated in calendar year 2018, the first forecast year in
the REMI model.
➢ Operations Impact
The impact from the operations phase includes the benefits from the projects activity after the
construction is complete. These benefits are reflected through the new jobs hired and the wages
they received. ORA obtained information on total employment and wages associated with the
Rebuild RI tax credit and TIF incentive recipients from Taxation and CommerceRI.54 These
benefits were input in the REMI Tax-PI model as changes in industry employment and
compensation. In the REMI model, an “Industry Employment (Exogenous Production)” policy
According the U.S. Census Bureau, “Professional Scientific, and Technical Services” industry comprises
“establishments that specialize in performing professional, scientific, and technical activities for others. These
activities require a high degree of expertise and training. The establishments in this sector specialize according to
expertise and provide these services to clients in a variety of industries and, in some cases, to households. Activities
performed include: legal advice and representation; accounting, bookkeeping, and payroll services; architectural,
engineering, and specialized design services; computer services; consulting services; research services; advertising
services; photographic services; translation and interpretation services; veterinary services; and other professional,
scientific, and technical services”. https://www.census.gov/naics/?input=54&year=2017&details=54.
53
Based on information contained within the projects agreements that were provided by CommerceRI, ORA
determined that the investments made by the tax incentives recipients falls under the nonresidential sector.
54
ORA utilized employment counts and wage levels as reported by recipients on their agreements. However, some
projects agreements did not include this information and therefore ORA used actual employment and wage data
provided by Taxation.
52
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variable affects the industries that provide the goods or services demanded. This policy variable
assumes that employment is related to exogeneous sources of demand, thus, the employment
loss/gain will not be offset by local firms. In the case of the Rebuild RI tax credit and TIF incentive
programs, this policy variable assumes that the employees of the programs beneficiary-firms
represent net new jobs to Rhode Island economy. Hence, the analysis assumes that the availability
of these tax incentives impacted the recipient firms’ decisions to undertake major investments in
Rhode Island, by providing cost savings that tipped the balance in favor of locating a business in
Rhode Island vs. some competitive out-of-state location.
To apply the changes in industry employment and compensation discussed above, ORA used the
North American Industry Classification System (NAICS) code(s) that represent the underlying
activity of the incentives recipient firms in order to accurately simulate direct shocks to the Rhode
Island economy with the REMI Tax PI model. In this case, two industries were selected: The
“Accommodation” industry and the “Management of Companies and Enterprises” industry.
In addition, since operations activity will start after the projects’ construction is complete, the
benefits associated with the Rebuild RI tax credit and TIF incentive projects were entered in the
REMI Tax PI model starting in calendar year 2019 through 2035. The costs and benefits were
summed over the tax years 2018 through 2035 to ensure that the analysis included the full extent
of the lingering costs of the Rebuild RI tax credit and TIF incentive programs.55
•

The “Breakeven” Approach

A fundamental challenge in evaluating economic development tax incentives is determining the
extent to which a tax incentive stimulated or attracted new economic activity rather than subsidized
economic activity that would have been largely present even in the absence of the tax incentive.
On one hand, the availability of a tax incentive might have a decisive influence on a firm’s
production decision. In this case it might be appropriate for an evaluator to attribute all the firm’s
economic activity to the tax incentive. On the other hand, a tax incentive program may simply
reward or subsidize behavior that likely would have occurred anyway. In this case the tax incentive
might have an impact on a firm’s marginal productivity, but it would be inappropriate to attribute
the full economic activity of the firm solely to the availability of the tax incentive. Real world
conditions often make it difficult or impossible for an evaluator to assess where on this continuum
the impact of any given tax incentive falls.
In this context, ORA conducted a breakeven analysis. This analysis allows for the evaluation of a
tax incentive program’s performance under a wide range of assumptions regarding the level of
economic activity that would have taken place if the program had not been available. Furthermore,
the breakeven analysis specifies the proportion of economic activity associated with the tax
incentive program recipients that one must assume to have been attributable to the tax incentive
program in order for the total benefits to equal its total costs, where benefits and costs are measured
as the impact on state general revenues (i.e., the condition that must be satisfied for the tax
incentive program to “pay for itself”).

55

It should be noted that the breakeven results would change if the time horizon of the analysis were to change.
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The breakeven percentage should be interpreted as follows: if the reader believes the assumption
to be plausible, that at least the amount of economic activity implied by the breakeven percentage
can be attributed to the availability of the tax incentive, then one can infer that the tax incentive
has a net positive impact on state general revenues. In the opposite case, if the reader believes that
the amount of economic activity attributable to the tax incentive was less than the level implied by
the breakeven percentage, then one can infer that the tax incentive had a net negative impact on
state general revenues. Holding other factors equal, a lower breakeven percentage is more desirable
than a higher breakeven percentage if the goal of a tax incentive program is to cost the state as
little revenue as possible. A tax incentive program fails to breakeven when the breakeven
percentage is greater than 100%. This implies that even if 100% of the economic activity associated
with the tax incentive recipient was assumed to have taken place strictly because of the tax
incentive’s availability, a net negative impact on state general revenues would have resulted.
The combined analysis of the Rebuild RI tax credits and the TIF incentive necessitated a unique
modeling approach. The nature of these tax incentives requires that the beneficiary firms enter into
an incentive agreement with CommerceRI over multiple years. During these years, the incentives
recipients will operate and add/maintain a certain employment and wage levels. Therefore, to
measure the impact on the state’s economy if the tax incentives in question had not been in effect,
ORA analyzed the entire time horizon of the operation phase. To do so, ORA used a combination
of actual tax incentive amounts for the two programs provided by Taxation and projected amounts
provided by CommerceRI during their testimony at the May 2021 REC. These amounts were
allocated in the REMI model starting from tax year 2019 through tax year 2035. In addition, as
described in the previous section, to measure the economic impact from the construction activity,
the full amounts of construction costs were allocated in calendar year 2018.
The table below shows a sample of the cost of the incentives and benefits of the incentives by year
for TY 2018 though TY 2035. The employment numbers in the table below reflect the minimum
number of new jobs necessary in order to receive the tax incentive. According to CommerceRI,
jobs in excess of the minimum requirements were created in calendar years 2018, 2019 and 2020.
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"Tax Increment Financing & Rebuild RI"
Sample of Detailed Model Costs & Benefits TY 2018 through 2035
Industry
Cost of the Incentive
Operation Impact
(Benefit)
Construction Impact
(Benefit)

CY 2018

CY 2019

CY 2020

CY 2021

CY 2032

CY 2033

CY 2034

CY 2035

State Government

0

(1,289,773)

(2,460,863)

(906,044)

(386,142)

(397,323)

(408,840)

(420,703)

Employment: Accommodation

0

27

27

27

27

27

27

27

Employment: Management of
companies & enterprises

0

74

75

76

78

78

78

78

Professional, Scientific and
Technical Services

6,037,589

0

0

0

0

0

0

0

Non-Residential Construction

66,825,443

0

0

0

0

0

0

0

…

Source: Taxation, CommerceRI, and ORA calculations
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The following chart provides results of the breakeven analysis with respect to Rhode Island general
revenues:
Tax Increment Financing & Rebuild RI:
Total General Revenue Breakeven Analysis
(Total RI Revenue Impact, TY 2018 - TY 2035)

Average Annual RI General Revenues Impact
(Thousands $)

General Revenue Breakeven Percentage:
FAILS TO BREAKEVEN
0%

20%

40%

60%

80%

100%

($3,028)

($696)

$0
-$2,000
-$4,000

($5,409)

-$6,000

($7,741)

-$8,000
($10,119)
-$10,000
-$12,000
($12,901)
-$14,000
Percentage of Benefits Assumed Attributable to Tax Incentives

Notes: Label accompanying each  marker refers to net RI general revenue impact resulting from a
cost-benefit analysis assuming the labeled percentage of the TIF and Rebuild RI tax benefits. General
revenue is equal to the net revenue impact resulting from the direct, indirect, and induced effects in
addition to the cost of paying back the direct cost of the tax incentives.
Source: ORA calculations utilizing REMI Tax-PI.

The revenue results presented in this chart are the sum of revenues generated in the period of
calendar year 2018 through 2035 for different scenarios regarding how much economic activity
was caused by the availability of the Rebuild RI tax credit and TIF incentive programs. These
revenue estimates reflect an assumption that Rhode Island forgoes revenues and state government
spending to provide the Rebuild RI tax credit and TIF incentive tax benefits to eligible companies.
Notice that as the percentage of benefits included in the breakeven analysis increases, the revenue
impact increases, but never exceeds zero. Therefore, in this preliminary analysis, it can be said that
the Rebuild RI tax credit and TIF incentive programs does not breakeven. Even under the
assumption that 100% of the economic activity associated with the two projects that utilized these
tax incentives in calendar year 2016 through 2018 was net new to the state, the net impact on state
general revenues is negative. It should be noted that hotel taxes were not included in this analysis
as hotel taxes are not part of general revenue.
When executing this analysis, the REMI simulation results showed a peak in economic and fiscal
impact in 2018, the year in which the investment took place, driven by the construction industry
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activity related to construction of structures and any purchases from manufacturers, wholesalers,
or retailers. In this year, the value of tax revenues generated exceeds the total incentives costs
which results in a net positive revenues impact to the state. However, the construction impact
quickly falls in the next year period when the construction phase has concluded and there is no
requirement for the projects to make any additional capital investment beyond this phase. After
the construction impact had faded away completely, the level of jobs added by the Rebuild RI tax
credit and TIF incentive recipients in the operation phase is not sufficient to generate revenues that
can help offset the cost of the programs over the time period analyzed. This results in a total net
negative revenue impact for the state over the years 2018 through 2035.
The following table provides more detailed information regarding the state general revenue impact
under the “best case” assumption that 100 percent of the economic activity associated with Rebuild
RI tax credit and TIF incentive beneficiaries is in the state strictly due to the availability of these
tax benefits. In other words, the table shows the detailed revenue impact under the “best case”
assumption that 100 percent of the economic activity associated with the Rebuild RI tax credit and
TIF incentive programs was “caused” by these tax incentives:
"Rebuild RI & Tax Increment Financing":
Detailed Net Revenue Impacts
(Sum of RI Net General Revenue Impact, CY 2018 – CY 2035)
Item Description

Amount

Forgone Revenue Due to Tax Incentives

$

(11,248,268)

Total General Revenue Generated by Tax Incentives

$

10,551,930

General Revenue Generated by Incentives by Component
Personal Income Tax
General Business Taxes
Sales and Use Taxes
Other Taxes
Total Departmental Receipts
Other Sources

$
$
$
$
$
$

2,748,262
1,184,258
2,550,319
160,384
1,917,339
1,991,369

$

(696,338)

Net Change in General Revenue, After Paying for Incentives
New Revenues Generated for Every Dollar of Incentives

$

0.94

Note: This table shows the detailed revenue impact based on the assumption that 100% of the economic
activity associated with Rebuild RI tax credit and TIF incentive recipients was “caused” by the availability
of the tax benefits.
Source: ORA calculations based on historical Rhode Island revenue amounts and REMI Tax-PI
simulations.
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The table above provides the REMI Tax-PI simulation results after removing the $11.2 million56
cost of the Rebuild RI tax credit and TIF incentive programs, from state government spending to
account for the foregone revenue that the state incurs due to the provision of these tax benefits.
Simultaneously the total investment spending and jobs (the metrics used to account for economic
activity) gained by the state economy due to the availability of these programs are added.
These results indicate that, if all the economic activity associated with the Rebuild RI tax credit
and TIF incentive programs was “caused” by these tax benefits, then the activity associated with
the two programs generated a total $10.6 million of state general revenues over the period of 2018
through 2035. The generated revenue of $10.6 million does not account for the $11.2 million total
cost of the tax benefits over the same time period. To take into consideration the cost of the tax
benefits, ORA subtracted the $11.2 million total cost of the Rebuild RI tax credit and TIF incentive
programs from the $10.6 million generated revenue. This is equal to a net loss of $0.7 million in
general revenue. Expressed another way, for every dollar spent on the Rebuild RI tax credit and
TIF incentive programs, the state generates $0.94 of new revenue under this scenario. This payback
ratio shows that new revenues generated from Rebuild RI tax credit and TIF incentive motivated
activity may help to mitigate costs of these programs, but it is insufficient for the tax benefits to
“pay for themselves.” Additional detailed revenue results from different percentage of assumed
benefits attributable to the Rebuild RI tax credit and TIF incentive programs are provided in
Appendix D.
The breakeven framework can also be extended to Rhode Island employment and Rhode Island
GDP. In these contexts, the breakeven percentage can be interpreted as the percentage of economic
activity associated with Rebuild RI tax credit and TIF incentive recipient projects assumed to be
attributable to the availability of the tax benefits necessary for the increase in employment or GDP
resulting from new economic activity to outweigh the employment or GDP losses resulting in the
reduction in government spending necessary to fund the incentives.
The following chart shows the results of a breakeven analysis with respect to total employment:57

56

This amount represents the sum of the Rebuild RI tax credits and TIF incentive received in TY 2018 as indicated
by the Division of Taxation and the projected amounts of these tax credits through TY 2035 as indicated by
CommerceRI.
57
Total employment represents the sum of private non-farm and government employments.
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Tax Increment Financing & Rebuild RI:
Total Employment Breakeven Analysis
(Average Annual Jobs Impact, TY 2018 through 2035)
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Source: ORA calculations utilizing REMI Tax-PI

ORA tested a variety of assumptions regarding the level of economic activity taking place in Rhode
Island due to the Rebuild RI tax credit and TIF incentive programs. The chart above shows the
estimated new employment results for different scenarios on how much economic activity was
caused by the Rebuild RI tax credit and TIF incentive programs. These results indicate that, under
a best-case scenario, if 100% of economic activity associated with the Rebuild RI tax credit and
TIF incentive programs is attributable to the availability of these tax benefits, ORA estimated a
net gain of 171 economy-wide jobs on an average year for the period of 2018 through 2035. Under
the worst-case scenario, if the Rebuild RI tax credit and TIF incentive economic activity would
have taken place regardless of the availability of these tax benefits, the estimated net loss is 11
jobs across the state economy. These job estimates reflect an assumption that Rhode Island forgoes
state government spending and employment to provide these tax benefits to eligible companies.
The break-even point, where job losses from foregone state government spending are offset by job
gains due to the tax incentives, is when approximately 4.5% of economic activity generated by
firms receiving Rebuild RI tax credit and TIF incentive program benefits is caused by these tax
incentives. In other words, the employment breakeven percentage of approximately 4.5% implies
that the Rebuild RI tax credit and TIF incentive programs have a net positive impact on Rhode
Island total employment if at least 4.5% of the economic activity associated with the incentives
recipient firms would not have occurred but for the availability of the tax incentives. A detailed
employment breakdown is provided in Appendix D.
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In addition, the large investment spending in connection to the projects’ development will have a
dramatic impact on the construction sector. Therefore, the breakeven analysis was also narrowed
to measure the impact on construction employment. The following chart shows the results of a
breakeven analysis with respect to employment in the construction industry:
Tax Increment Financing & Rebuild RI:
Total Construction Employment Breakeven Analysis
(Average Annual Jobs Impact, TY 2018 - TY 2035)
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effects in addition to the cost of paying back the direct cost of the tax incentives.
Source: ORA calculations utilizing REMI Tax-PI

The employment results reflected in this chart are the average of construction jobs generated in the
period of calendar year 2018 through 2035 for each assumed percentage of benefits scenario. A
construction employment breakeven percentage of approximately 2.5% implies that the Rebuild
RI tax credit and TIF incentive programs have a net positive impact on total Rhode Island
construction employment if at least 2.5% of economic activity associated with the projects that
receive these tax incentives would not have occurred but for the availability of the tax incentives.
A detailed construction employment breakdown (e.g., intermediate demand, investment demand,
and other demand jobs) is provided in Appendix D.
Rhode Island GDP is another metric to assess the economic impact from the Rebuild RI tax credit
and TIF incentive program tax benefits. The following chart shows the results of a breakeven
analysis with respect to Rhode Island GDP.
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Tax Increment Financing & Rebuild RI:
Total RI Gross Domestic Product (GDP) Breakeven Analysis
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The chart above shows the estimated sum of Rhode Island GDP results for different scenarios
regarding how much economic activity was caused by the Rebuild RI tax credit and TIF incentive
programs during calendar years 2018 through 2035. These results indicate that, under a best-case
scenario, if 100% of economic activity associated with the Rebuild RI tax credit and TIF incentive
is attributable to the availability of these tax benefits, ORA estimated a net gain of $349.6 million
in state GDP for 2018 through 2035. Under the worst-case scenario, if the economic activity would
have taken place regardless of the availability of the tax benefits, the estimated net loss is $24.8
million in state GDP. These GDP estimates reflect an assumption that Rhode Island forgoes state
government spending to provide the tax incentives to eligible companies.
The break-even point, where GDP losses from foregone state government spending are offset by
GDP gains due to the tax incentives, is when approximately 2.0% of economic activity generated
by firms receiving Rebuild RI tax credit and TIF incentive benefits is caused by these tax
incentives. In other words, The Rhode Island GDP breakeven percentage of approximately 2.0%
implies that the Rebuild RI tax credit and TIF incentive programs have a net positive impact on
Rhode Island GDP if at least 2.0% of economic activity associated with the incentives recipient
companies would not have occurred but for the availability of the tax incentives. Additional
breakeven scenarios are provided in Appendix D.
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Part V: Discussion and Recommendations
1. Statement by the CEO of the Commerce Corporation
The Secretary of Commerce, who serves as Chief Executive Officer of the Rhode Island
Commerce Corporation pursuant to R.I. Gen. Laws 42-64-1.1(b), provided the following statement
pursuant to R.I. Gen. Laws § 44-48.2-5(a)(6)(iii):
Statement from the CEO of the Commerce Corporation:
The Rhode Island Commerce Corporation thanks the Office of Revenue Analysis for compiling
this report on the Rebuild Rhode Island and Tax Increment Financing tax incentive programs.
Commerce appreciates ORA’s recommendation that we extend the sunset for the TIF program
while ORA continues to examine the program (with the benefit of “higher levels of credit
utilization”) and that we continue to evolve the Rebuild program. The Rebuild program has been
modified multiple times in recent years, and we welcome the opportunity to make the program
ever stronger and more economically potent.
Since their inception, the Rebuild and TIF programs have stimulated more than 50 total projects,
spurring nearly $3 billion in total capital investment. These projects are visibly changing the
skyline of our state. In addition, it is estimated that these projects have created or will create
nearly 25,000 jobs, including both construction and ongoing jobs. The Rebuild and TIF incentive
programs have helped Rhode Island make significant economic strides. They also have the
potential to contribute to Rhode Island’s recovery from the COVID-19 pandemic, as they are
drivers of job creation, private investment, and economic growth. We look forward to ORA’s
future analysis of the complete portfolio of projects supported by these programs so their full
impact can be assessed.
We are grateful for ORA’s clear acknowledgment that these programs very likely yield positive
results as pertains to GDP or economic output and as relates to employment (p. 7).
That said, as pertains to the revenue impacts of these programs, we emphasize the need to be
cautious in drawing conclusions from such limited analysis of such a limited sample of projects.
As noted in the report, the analysis is limited to only 2 of more than 50 projects. Moreover, the
analysis does not incorporate all the tax streams generated by the projects and does not take into
account all the jobs created by the projects. As related to the revenue benefits of the programs,
to attempt to draw conclusions from such preliminary analysis would be a premature undertaking
and could lead to flawed impressions of these programs.
- Limited sample size: Although the statute requires ORA to analyze credit usage, it’s
important to note that the two projects analyzed in the report represent less than 4% of all
Rebuild projects approved to date and approximately 2.5% of the total project costs of all
Rebuild projects approved to date. We are encouraged by ORA’s well-grounded statement
that: “ORA anticipates that the second round of this tax incentive evaluation will have
different economic impact results” (p. 7) due to a larger number of development projects that
will be receiving incentives in the coming years. Such a prediction is already justified by
third-party analysis which shows that from construction through the first 12 years of the
projects, the Rebuild RI Tax Credit program will generate over $140 million in state tax
revenue beyond the cost of the state’s investment. Please note that 10 or 12 years represent a
fraction of the projects’ useful lives and that this significant revenue positive result occurs
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without taking local tax revenues into consideration. Additionally, TIF by definition pays for
itself as only a portion of the actual tax revenue is used to fund the state investment. This
third-party analysis clearly demonstrates the magnitude of the revenue that the Rebuild
program brings to the state as well as the challenge of drawing conclusions from just two
projects over a shorter time horizon.
- Limited analysis of tax streams: We appreciate that ORA acknowledges prominently
that “the impact of hotel taxes revenues are not included in this analysis” (p. 7 as well as
similar language on pages 59, 64, and 72). The analysis does not include municipal revenues
as ORA’s assessment focuses only on state general revenues. We believe it is important that
such revenues be included in this assessment of economic impacts (now and going forward).
It is especially important given that one of the two projects evaluated in this report is in fact
a hotel; this hotel has definitively produced a significant increase in hotel tax revenue to
Rhode Island. ORA notes on page 30 that there were hotel tax and local tax revenues
generated by the project evaluated in the report that were not included in the analysis as they
are not part of state general revenues. Hotel tax revenue provides the State with the resources
necessary to promote Rhode Island as a tourism destination (with monies that would
otherwise be derived from other public revenue sources). Other funding from the new hotel
tax revenue stream goes to the “regional tourism districts where the room rental occurred,
municipalities where the room rental occurred, … and the Providence Warwick Convention
and Visitors Bureau” (p. 30). These are all important uses of public funds for public purposes.
Commerce believes the omission of hotel taxes from this analysis is a shortcoming – one that
should be remedied in future studies.
- Analysis does not take into account actual job creation: A further key goal of the Rebuild
and TIF tax incentive programs is the creation of high-quality, well-paying jobs. Though in
its analysis, ORA has used the minimum number of jobs required to receive the tax credit, at
least one of the projects evaluated in this report went above and beyond those mere minimum
levels. After reviewing the results of the report, Commerce provided these numbers of
additional incremental jobs to ORA to assist with their evaluation, but the ORA analysis does
not incorporate these data. ORA offers this acknowledgement of the Commerce-documented
additional jobs: “According to CommerceRI, jobs in excess of the minimum requirements
were created in calendar years 2018, 2019, and 2020” (p. 62). We believe an economic impact
analysis must recognize and include all of the documented revenue and job-related results of
economic development programs in order to be complete.
In general, we look forward to collaborating with ORA to identify ways in which to improve
their evaluations and data collection for these programs going forward.
We also offer some additional information about the Rebuild and TIF programs:
- But-for analysis: While we appreciate ORA’s acknowledgment that Commerce does
require “the demonstrated existence of a financing gap” (p. 77), we think it is important to
explain more fully what Commerce’s review process currently entails, as we have instituted
a range of taxpayer protections to ensure that we are bringing net new economic activity to
the state – activity that would not occur without such investments. For every project, we
require the company to provide proof of a financing gap (including a notarized statement
signed by the CEO or equivalent officer) as well as conducting our own checks on the
assumptions that the applicant made in their project budget.
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- Awards sized to project gaps: Additionally, after project completion, the Rebuild award
is subject to reduction if it turns out that the financing gap was not as large as the applicant
estimated during the initial review process. These combined safeguards ensure that the
Rebuild program is only targeting those projects that actually need gap financing in order to
reach completion, meaning that they would not be occurring but for the award through the
Rebuild program.
- Potential for repayment and recapture of state investment: ORA briefly acknowledges
that an additional safeguard is built into the Rebuild Rhode Island program; on page 13 the
report notes, “certain projects that receive tax incentives through these programs, might
include repayment and other taxpayer protection provisions” (p. 13). These provisions, if
triggered, would bring future benefit to the state. The repayment and recapture provisions
that Commerce frequently incorporates into project agreements are yet another way in which
Commerce mitigates the risk involved with Rebuild projects and brings additional revenue
to Rhode Island.
We look forward to collaborating with the General Assembly to ensure that these investment
programs continue to deliver positive results for Rhode Island, benefiting our state’s economy,
workforce, and taxpayers.

2. ORA Recommendations
Finding #1: Based on the limited credit usage during the beginning phases of these programs,
the Rebuild RI tax credit and TIF incentive programs do not breakeven with
respect to net state general revenues. In other words, these programs do not pay
for themselves over the time horizon from the construction of the projects
through the payment of the last dollar of tax benefits.
Related Recommendations:
➢ The number of jobs to be added and maintained over the time period of the tax incentives
issuance should be considered when determining the size of these tax incentives.
➢ Employee wage levels should be included in the programs’ eligibility criteria.
➢ Tax incentives recipients should implement a long-term growth strategy that involves
making capital investment beyond the project construction phase.
The May 2021 Revenue Estimating Conference (REC) testimony presented by CommerceRI
provided cost projections for the Rebuild RI tax credit and TIF incentive programs for the recipient
projects subject to the current analysis over the years of 2018 through 2035. Therefore, costs and
benefits were summed over this time period to ensure that the analysis included the full extent of
the lingering costs of the Rebuild RI tax credit and TIF incentive programs. Under this analysis,
the total revenue amount generated over the years 2018 through 2035 is lower than the total
projected costs amount of both tax incentives during the same time period, which results in the
programs not breaking even on a state net general revenues basis. It should be noted that hotel tax
revenues are not included as an input in either the costs or the benefits of this analysis as hotel
taxes are not a component of general revenue. State hotel tax collections are effectively passthrough revenues. Pass through revenues are revenues collected by the state and passed through to
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other entities. For additional information on the breakdown of hotel tax revenues, see Part III:
Report Data Description, page 30. In addition, the number of jobs used in the analysis reflects the
minimum number of jobs needed to be eligible for the tax credit (CommerceRI reports that more
jobs than the minimum were produced).
This finding is not surprising for many reasons. First, recipient projects investment spending has
the most dramatic economic impact in the year in which the investment took place, resulting from
the construction industry activity related to construction of structures and any purchases from
manufacturers, wholesalers, or retailers. However, this economic impact quickly fades over time
given that the projects are not required to make any additional capital investment beyond the
construction phase. Second, the tax incentives recipients are required to add and maintain a certain
level of jobs in order to receive their tax incentive yearly payments as determined in their
agreements with CommerceRI. The level of jobs added by the Rebuild RI tax credit and TIF
incentive recipients is not enough, however, to generate revenues that can help offset the cost of
the programs over the time period analyzed. In fact, ORA calculated a per job incentive cost for
each year subject to this analysis and found that this amount ranged between a high value of
$24,126 in CY 2024 and a low value of $2,930 in CY 2020 with an average value of $6,381 across
the years 2018 through 2035.
Finally, the Rebuild RI tax credit and TIF incentive programs were established to not only promote
economic development but also to create and retain “good paying” jobs as defined in the programs
governing statutes. The wages paid to the employees of the firms receiving these tax incentives
are lower than the average wage paid in the industries that the tax incentive beneficiaries operate
in, which results in reduced tax revenues to the state. Policymakers should specify the wage paid
to the employees of the incentive beneficiaries and include it in the programs’ eligibility criteria
to encourage businesses to create good-paying jobs.
Finding #2: The current reporting requirements are adequate to demonstrate taxpayer
compliance with eligibility requirements for the Rebuild RI tax credit and TIF
incentive programs. This information, however, is insufficient for purposes of
tax incentive evaluation.
Related Recommendations:
➢ Consider legislative change to enhance data reporting to make it useful for tax incentive
evaluation purposes.
➢ Revise disclosure rules for Rebuild RI tax credit and TIF incentive recipients.
➢ Cooperation between CommerceRI and Taxation is needed in order to provide the
necessary data to conduct this evaluation.
➢ ORA recommends altering the governing statute of the economic development tax
incentive evaluations to allow for the disclosure of taxes paid by incentive recipients
regardless of the number of these recipients.
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Discussion Supporting Finding #2:
A major challenge in evaluating a tax incentive program is the availability and usability of data.
Even though ORA received applications, agreements, and certifications on the Rebuild RI tax
credit and TIF incentive awarded projects from CommerceRI, there are substantive data
discrepancies and ambiguities regarding the information reported. For example, project
characteristics such as project cost, development size, construction completion times, and jobs to
be added are found to be inconsistent across these documents. Although each one of these
documents is submitted during a different phase of the application/certification process, ORA
recommends the verification of the information contained in these data sources to maintain data
consistency.
In addition, these documents do not capture identifying information on the tax incentives recipients
and the employees associated with the qualified projects, because the programs governing statutes
do not require such disclosures. As a result, Taxation was forced to make assumptions about who
the “new” employees were, based on new records found during the relevant period in order to
determine the taxes they paid to the state. Therefore, reporting requirements should be expanded
so that the incentive recipients are obligated to provide such information as a condition to receiving
the tax incentives. Furthermore, to make this process smoother and to protect taxpayer
confidentiality, ORA recommends that CommerceRI and Taxation collaborate in order to gather
the necessary data to conduct this evaluation.
The data captured in the documents mentioned above is lacking important information that is
crucial for conducting a high-quality analysis. ORA recommends that the tax incentive recipients
be required to submit a list of employees associated with the development projects with
information on wages and hours worked for these employees.
On the issue of disclosing taxes paid by the recipient firms of the Rebuild RI tax credit and/or the
TIF incentive, R.I. Gen. Laws § 44-48.2-5(a) states that “[T]he additional analysis…shall include,
but not be limited to: (1) A baseline assessment of the tax incentive, including, if applicable, the
number of aggregate jobs associated with the taxpayers receiving such tax incentive and the
aggregate annual revenue that such taxpayers generate for the state through the direct taxes applied
to them and through taxes applied to their employees” (emphasis added). No exception is provided
in the law governing economic development tax incentive evaluations for the disclosure of
otherwise confidential information. In spite of this, the Tax Administrator will not provide the
information needed by ORA to meet this mandate when the number of taxpayers is less than 10 as
is the case with the Rebuild RI tax credit and the TIF incentive for the 2016 – 2018 period. ORA
recommends amending R.I. Gen. Laws § 44-48.2-5(a) to either specifically allow for such
disclosure in a tax incentive evaluation report or to no longer require this information if the
disclosure would be in violation of taxpayer confidentiality statutes.
Finding #3: The median wage of employees of the Rebuild Rhode Island tax credit recipients
is lower than the Rhode Island median wage in the year for which the tax credit
was received.
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Related Recommendations:
➢ ORA recommends that the Rhode Island median wage be provided on the program’s
application form.
➢ According to R.I. Gen. Laws § 42-64.20-6(b), ORA recommends that employees of the
tax credit recipients be paid no less than the Rhode Island median wage.
Discussion Supporting Finding #3:
R.I. Gen. Laws § 42-64.20-6(b), titled “Administration,” states that “[A]s the commerce
corporation board determines whether to grant credits under this chapter, it shall consider the
purposes for which this chapter is established, which include (but are not necessarily limited to)
the following: (i) To create jobs with an emphasis on jobs that pay at least the most recent state
median wage as defined by the department of labor and training”. In fact, according to the statutory
and programmatic goals and intent stated in R.I. Gen. Laws § 42-64.20-2(b) titled “Findings and
declarations,” the Rebuild Rhode Island tax credit program was established to attract business
developments that can create good paying jobs. The wage information provided by the Division
of Taxation, however, show that the median wage earned at one Rebuild RI tax credit recipient
firm was $40,709, which is 96.8 percent of the annual median wage of $42,040 in 2018 for all
occupations in Rhode Island. At the other incentive recipient, the annual median wage earned was
$22,880, which is 54.4 percent of the annual median wage for all occupations in the state in 2018.
In addition, ORA reviewed the Rebuild RI applications provided by CommerceRI and found no
mention of the Rhode Island median wage on the application. Program applicants are required to
include “the anticipated number of full-time employees the business(es) will or could reasonably
employ and the associated wages and benefits provided” along with their application under
Attachment 4. ORA recommends that the median wage information should be already specified
on the Rebuild RI application form and that applicants be made aware of the statutory wage criteria
associated with the Rebuild Rhode Island Tax Credit program.
Finding #4: No job or wage requirement is specified for the Tax Increment Financing projects
application materials.
Related Recommendations:
➢ ORA recommends that job and wage information for the TIF incentive recipient
employees should be provided on the program’s application form to ensure program
transparency.
Discussion Supporting Finding #4:
R.I. Gen. Laws § 42-64.21-6(b)(ii), titled “Agreements permitted,” states that in order to approve
a proposed project, “the chief executive officer of the commerce corporation provide written
confirmation to the commerce corporation board that (A) the commerce corporation has reviewed
the application and any determination regarding the potential impact on the project's ability to
promote the retention and expansion of existing jobs, stimulate the creation of new jobs, including
good-paying jobs, attract new business and industry to the state, and stimulate growth in real estate
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developments and/or businesses that are prepared to make meaningful investment and foster job
creation in the state”.
Moreover, according to the statutory and programmatic goals and intent stated in R.I. Gen. Laws
§ 42-64.21-2(b) titled “Legislative findings,” the Tax Increment Financing Act program was
established to attract business developments that can create good paying jobs. ORA reviewed the
“supplemental application” of the TIF recipients provided by CommerceRI and found no mention
of job or wage information on these documents. To ensure transparency of the TIF incentive
program, ORA recommends that information on the anticipated number of full-time employees
the development’s business(es) will or could reasonably employ and the associated wages and
benefits provided be part of the application materials.
Finding #5: Rebuild Rhode Island tax credit recipients are asked to report annually on their
fulfillment of the program requirements and awarded tax credits are subject to claw-back if
eligibility criteria are not met. This annual report, however, does not include information on
wages paid to the employees of the tax credit recipients.
Related Recommendations:
➢ Provided that one of the program goals and objectives is to create “good-paying” jobs,
ORA recommends adding the wages paid to employees to this annual report
documentation.
Discussion Supporting Finding #5:
R.I Gen. Laws § 42-64.20-9 titled “Reporting requirements” mandates that recipients of the
Rebuild Rhode Island tax credit submit to CommerceRI and Taxation an annual report by August
1st of each year. The report should include project information such as the number of full-time
employees, cost of the project, cost of materials or products purchased from Rhode Island
businesses, and other information. This requirement will allow policymakers to verify the
compliance of tax credit recipients with tax credit standards and the state can stop, readjust or
recapture all or part of the assistance given to the company either in full or in part on
noncompliance with the terms of their agreement. Wages paid to the employees of the tax credit
recipients, however, are not captured in this annual report. Provided that one of the program’s
goals and objectives is to create “good-paying” jobs, ORA recommends adding to the annual report
that tax credit recipients must submit every year the wages paid to the employees of these
beneficiary companies. Collecting this wage data will allow policymakers to determine the quality
of jobs added to the state economy.
Finding #6: No separate Tax Increment Financing Act application form is available on
CommerceRI website.
Related Recommendations:
➢ ORA recommends designing an application form for the Tax increment Financing Act
program that would contain the program’s eligibility criteria.

Economic Development Tax Incentive Evaluation

76

Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act

Discussion Supporting Finding #6:
R.I. Gen. Laws § 42-64.21-5(e) titled “Financing” states that “The commerce corporation shall
promulgate an application form and procedure for the program”. However, unlike other tax
incentive programs administered by CommerceRI, no Tax Increment Financing Act application
form is available on CommerceRI website. Instead, development projects that are interested in
applying to the TIF incentive program can only submit a “supplemental application” along with
their original application for the Rebuild Rhode Island tax credit program. It is not clear if the TIF
application process follows the application process of the Rebuild Rhode Island tax credit program.
Given that the Tax Increment Financing Act and the Rebuild Rhode Island Tax Credit Act are two
different programs, ORA recommends designing an application form for the Tax increment
Financing Act program that would capture the tax benefit’s eligibility criteria underlined in the
program’s governing statute.
Finding #7: It is unknown how much net new economic activity is attributable to the Rebuild
Rhode Island tax credit and Tax Increment Financing incentive programs.
Related Recommendations:
➢ An ideal scenario is where these tax incentives are given only for incremental investment,
that is, for investments that would not otherwise have occurred but for the tax benefits.
➢ Require the recipient of the tax credit attest explicitly that the economic activity would
not take place “but for” this incentive.
Discussion Supporting Finding #7:
It is statutorily permissible for firms to make use of the Rebuild RI tax credit and TIF incentive
programs for economic activities that they would have undertaken anyway. While there is a
requirement for the demonstrated existence of a financing gap under both programs, there is no
explicit requirement that the company’s chief executive officer, or equivalent officer, must testify
under oath that any projected economic activity, such as investment activity or creation of jobs,
would not occur in the state of Rhode Island, but for the provision of tax incentives under the
programs, as is required for the New Qualified Jobs Act under R.I. Gen. Law § 44-48.3-4(d).
Therefore, it is difficult to determine with certainty the tax incentives recipients who made the
decision to invest in Rhode Island because of the availability of these tax incentives. Thus, when
evaluating this program’s benefits, ORA conducted a sensitivity analysis that displays a variety of
scenarios for possible economic and fiscal outcomes.

3. ORA Conclusion and Structural Recommendation
R.I. Gen. Laws § 44-48.2-5(a)(11) requires the Office of Revenue analysis to make a
recommendation “as to whether the tax incentives should be continued, modified, or terminated.”
The Office of Revenue Analysis recommends that the Rebuild Rhode Island tax credit and the Tax
Increment Financing incentive programs be modified according to the recommendations described
in the previous section.
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In addition, ORA in its advisory capacity recommends structural changes to the program be
considered in order to lead to consistently positive project outcomes. The “Rebuild Rhode Island
Tax Credit Act” program as constructed could allow for the approval of projects that yield
suboptimal outcomes.
•

In addition, according to R.I. Gen. Laws § 42-64.20-5(f)(1) , the maximum amount
of credit available to a project is “the lesser of (i) Thirty percent (30%) of the total
project cost; or (ii) The amount needed to close a project financing gap.” A
proposed project with a modest total project cost and project financing gap would
end up with less in Rebuild Rhode Island tax credits than a proposed project with a
high total project cost and project financing gap even if the former project was more
impactful to the state’s economy than the latter project. This could lead to a
misallocation of resources toward less economically impactful projects.

•

By specifying a minimum project cost of $5,000,000 to be eligible for Rebuild
Rhode Island tax credits, less costly, worthwhile projects which are likely to be
undertaken by smaller firms with more limited resources, can be discouraged from
applying for Rebuild Rhode Island tax credits whereas costlier, perhaps less
essential projects undertaken by larger firms with more abundant resources would
be given consideration for receipt of the tax credits. Thus, small business capital
investments may not be undertaken while capital investments proposed by larger
businesses can receive State support. This requirement may be waived for certain
development projects if they meet specific criteria.

•

Allowing for enhanced Rebuild Rhode Island tax credit awards for projects that
meet certain criteria such as the “adaptive reuse or development of a recognized
historical structure”; “undertaken in a targeted industry”; “located in a transitoriented development area”; etc. (see R.I. Gen. Laws § 42-64.20-5(g) for a
complete list), can result in two otherwise equal projects in terms of scope, cost,
and project financing gap being subsidized at different amounts based on these
other criteria. None of these criteria are included in the General Assembly’s
Findings and Declarations (see R.I. Gen. Laws § 42-64.20-2) for the establishment
of the Rebuild Rhode Island Tax Credit program

The potential shortcomings in the Rebuild Rhode Island tax credit program noted above can be
mitigated, perhaps significantly, by the Rhode Island Commerce Corporation’s ability to use its
discretion in the awarding of base and enhanced credits for certain projects.
At this time, given the relative low usage of the Tax Increment Financing incentive in the start-up
phase of the program, the Office of Revenue Analysis recommends that the Tax Increment
Financing Act be maintained but also be modified according to the recommendations described in
the previous section. ORA believes that the sunset date should be extended for the defined period
of one year while ORA examines the TIF program with higher levels of credit utilization.
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APPENDICES
Appendix A. Rebuild Rhode Island Tax Incentive Application Form
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Appendix B: Breakdown of Targeted Industries by Specific NAICS Codes
Rhode Island Employment and Wages by Target Industry (TY 2018)
Target Industry
Biomedical Innovation
IT/Software, Cyber-physical
systems, Data
Defense shipbuilding and maritime
Advanced business services

Design, food and custom
manufacturing

Transportation, distribution, logistics
Education
Hospitality, Arts, Tourism

NAICS
code
5417
5415
5112
5182
5191
3366
5416
5413
5511
5414
3399
3345
3391
3359
3252
3344
3254
3259
3279
722
48-49
61
71
721

Industry
Scientific research and development services
Computer systems design and related services
Software publishers
Data processing, hosting and related services
Web search portals and internet publishing
Ship and boat building
Management and technical consulting services
Architectural, engineering, and related services
Management of companies and enterprises
Specialized design services
Other miscellaneous manufacturing
Electronic instrument manufacturing
Medical equipment and supplies manufacturing
Other electrical equipment and component mfg.
Resins & synthetic rubbers
Semiconductors
Pharmaceuticals
Miscellaneous chemicals
Stone & mineral products
Food services and drinking places
Transportation and warehousing
Educational services
Arts, entertainment, and recreation
Accommodation

Total/Average
Source: Bureau of Labor Statistics, Quarterly Census of Employment & Wages
Note:
Total Employment, Annual Pay and Weekly Wage is based on Private employment only.
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Total
Employees
853
7,439
755
559
603
5,330
2,811
4,080
13,314
468
3,874
2,514
1,221
660
411
592
1,196
838
399
44,652
10,492
20,519
9,075
5,428

Average
Annual Pay
$95,018
$93,054
$128,104
$97,428
$40,014
$59,691
$83,510
$77,823
$121,224
$64,763
$45,604
$84,364
$77,574
$77,332
$64,286
$64,659
$117,724
$74,107
$65,106
$20,210
$42,554
$53,061
$30,356
$31,664

Average
Weekly Wage
$1,827
$1,789
$2,464
$1,874
$770
$1,148
$1,606
$1,497
$2,331
$1,245
$877
$1,622
$1,492
$1,487
$1,236
$1,243
$2,264
$1,425
$1,252
$389
$818
$1,020
$584
$609

138,083

$71,218

$1,370
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Appendix C: Agency Groups Breakdown
ORA Categorization
Behavioral Health and
State Hospitals

Children, Youth, and Families

Corrections

Agency Name
•Department of Behavioral Healthcare, Developmental
Disabilities, and Hospitals
•Office of the Mental Health Advocate

•Department of Children, Youth, and Families
•Office of the Child Advocate

•Department of Corrections

Courts

•Judicial Department - Constitution
•Office of Public Defender

Economic Development

•Department of Business Regulation
•Department of Labor and Training
•Executive Office of Commerce

Elected Officals

Environment

•Department of Attorney General
•General Assembly
•Office of Lieutenant Governor
•Office of the Governor
•Seretary of State
•Treasury Department

•Coastal Resources Management Council
•Department of Environmental Management
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ORA Categorization

Agency Name

General Government

•Department of Administration
•Department of Revenue

Health and Human Services

•Department of Health
•Department of Human Services

Health Services

Higher Education

Other

Public Education

Public Safety

•Executive Office of Health and Human Services

•Community College of Rhode Island
•Office of the Postsecondary Commissioner
•Rhode Island Atomic Energy Commission
•Rhode Island College
•University of Rhode Island

•Board of Elections
•Commission on the Deaf & Hard of Hearing
•Govrnor's Commission on Disabilities
•Historical Preservation and Heritage Commission
•Rhode Island Commission for Human Rights
•Rhode Island Council of the Arts
•Rhode Island Ethics Commission

•Elementary and Secondary Education

•Department of Public Safety
•Military Staff
•Rhode Island Emergency Management Agency
•State Fire Marshal
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Appendix D: Additional Breakeven Scenarios
The following table presents a sensitivity analysis of the Tax Increment Financing Act and Rebuild RI programs. ORA ran different economic scenarios
across which the input parameters are being varied accordingly to provide the reader with additional possible breakeven analysis outcomes.
"Tax Increment Financing & Rebuild RI"
Detailed Economic & Revenue Impacts TY 2018 through 2035
Policy Variable Percentage Assumed
0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Economic & Revenue Impacts Calculated
Total Employment

-11

8

25

43

62

81

98

117

135

152

171

Gov Employment

-6

-4

-2

-1

1

3

5

7

9

11

13

Private Non-Farm Employment
Direct Employment

-5

12

27

43

60

77

93

110

126

141

158

0

12

25

37

49

62

74

86

98

111

123

Indirect Employment

-2

1

3

5

7

10

12

14

16

18

21

Induced Employment

-3

-1

0

1

4

6

7

9

11

12

14

Average Construction Employment

-1

1

3

4

6

8

10

12

14

16

18

Intermediate demand

0

0

0

0

0

0

0

0

1

18

1

Investment Activity Demand
Other Demand

0

1

3

5

6

8

10

11

13

15

16

0

0

0

0

0

0

0

0

0

-18

0

($24,824)

$14,635

$49,310

$85,927

$125,238

$164,720

$199,429

$238,901

$275,393

$310,242

$349,580

Total GDP ($000)
Generated Revenues by Component ($000)
Personal Income Tax

-$394.6

-$45.8

$236.6

$534.5

$870.2

$1,208.9

$1,492.0

$1,830.5

$2,126.5

$2,412.0

$2,748.3

General Business Taxes

-$90.2

$47.5

$164.1

$287.4

$421.9

$557.3

$674.1

$809.4

$932.1

$1,049.6

$1,184.3

Sales and Use Taxes

-$373.6

-$48.7

$212.3

$492.2

$804.2

$1,118.9

$1,380.8

$1,695.4

$1,973.8

$2,237.8

$2,550.3

Other Taxes

-$20.0

-$0.2

$16.2

$33.4

$52.6

$71.8

$88.3

$107.5

$124.7

$141.2

$160.4

Total Departmental Receipts

-$173.4

$49.7

$245.5

$449.2

$666.4

$884.9

$1,081.2

$1,299.6

$1,502.6

$1,699.9

$1,917.3

Other Sources

-$180.1

$51.6

$255.0

$466.6

$692.1

$919.0

$1,122.9

$1,349.8

$1,560.6

$1,765.5

$1,991.4

Cost of Incentive ($000)

($11,543.1)

($11,543.1)

($11,543.1)

($11,543.1)

($11,543.1)

($11,543.1)

($11,543.1)

($11,543.1)

($11,543.1)

($11,543.1)

($11,543.1)

Total Net Revenues ($000)

($12,775.1)

($11,489.0)

($10,413.3)

($9,279.7)

($8,035.7)

($6,782.3)

($5,703.8)

($4,450.9)

($3,322.8)

($2,237.0)

($991.2)

Source: ORA calculations based on historical Rhode Island revenue amounts and REMI Tax-PI simulations.
Note:
The employment impacts were averaged across tax years 2018 through 2035.
The GDP and revenues impacts were summed across tax years 2018 through 2035.
The total net revenues represent the difference between the sum of generated revenues and the cost of the tax incentive.
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