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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 44-
48.2. The report provides estimates of the economic and fiscal impacts of these tax incentives for
tax years 2019 through 2021. ORA found that the combined Rebuild RI and TIF programs break
even in terms of general revenues if at least 83.0% of economic activity generated by firms
receiving Rebuild RI and TIF incentive benefits exist because of this tax incentive. 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 RI tax credit application; there is no separate application for the TIF. 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 20% of
the total project cost or the amount needed to close a project financing gap.? The sunset date of
this program is December 31, 2024.3

After applying for the Rebuild RI program, some project developers are also considered for the
Rhode Island TIF 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

' Two Rebuild RI recipients analyzed in this report have also received TIF incentives.

2 Applicants may receive additional tax credits of not more than 10% of the project cost (for a total of not more than
30%) based on criteria established in R.I. Gen. Laws § 42-64.20-5(g).

3 The governor’s recommended budget proposes to extend this sunset date to December 31, 2025.
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exemption for public infrastructure and utilities, or 75% of the projected annual incremental
revenues. The sunset date of this program is December 31, 2024.*

The Main Goals and Objectives of the Tax Incentives:

1. Rebuild Rhode Island Tax Credit Act:

The stated goals and objectives for this program are to:

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:

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, total Rebuild RI tax incentives received in tax years 2019 to 2021
were $36,816,741 and the total TIF amounts were $2,741,207 for the same period.

Data from Taxation indicated that two of the Rebuild RI recipients have also received TIF
incentives in tax years 2019 to 2021.

Nearly 80% of Rebuild RI tax credit program awardees were mixed and commercial
projects and 87.5% of awardees of TIF agreements were commercial projects.

Based on tax credit data provided by Taxation for total tax years 2019-2021, for each dollar
of Rebuild RI received an additional $0.23 of other Rhode Island tax incentives were
received. Similarly, for each dollar of TIF received, an additional $0.48 of other Rhode
Island tax incentives were received.

Based on the companies’ agreements provided by CommerceRI, the total costs of the
projects under both Rebuild RI and TIF programs was $888,390,825, of which
$206,399,271 were soft costs and $681,991,554 were hard costs.

The job creation requirement specified for Rebuild RI lacks clarity and the median wage
of employees of many Rebuild RI recipients was found lower than the Department of Labor
and Training industry-specific median wage in the year for which the tax credit was
received.

“The governor’s recommended budget proposes to extend this sunset date to December 31, 2025.
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The evaluation of the Rebuild RI and TIF programs was conducted using a combination of
actual and projected data. Taxation provided actual data on Rebuild RI and TIF amounts
received by companies during the time frame subject to this analysis. Similarly,
CommerceRI provided projections for both tax incentives that are expected to be received
by the companies during their commitment period.

ORA conducted a combined “breakeven” analysis to estimate the minimum percentage of
the net economic activity created by the Rebuild RI 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
“breakeven” analysis considered the impact of the projects that utilized these tax incentives
during the 2019 through 2021 time period, and also over the entire time frame that Rebuild
RI tax credits and/or TIF payments would be received. ORA estimated these minimum
percentages as follows:

1. With respect to Rhode Island net general revenues, in the aggregate, the Rebuild
RI tax credit and TIF incentive programs breaks even if at least 83.0% of the
economic activity generated is attributable to the two tax incentives.

2. 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 8.3% of
the economic activity generated by the incentive recipients is net new to the
state economy and wouldn’t exist without these tax incentives.

3. With respect to Rhode Island total employment, in the aggregate, the Rebuild
RI tax credit and TIF incentive programs break even if at least 6.8% of the
economic activity generated by the incentive recipients is net new to the state
economy and wouldn’t exist without these tax incentives.

e It should be noted that these breakeven results are heavily dependent on the
projections data provided by CommerceRI and any change to this data will change
the results.

Overall Assessment and Recommendations

ORA recommends that the Rebuild RI and TIF programs be retained at this time. ORA does
recommend adjustments be made in accordance with the following recommendations:

e Applicants should not be allowed to use the same created jobs to fulfill New Qualified
Jobs Act agreements and Rebuild RI agreements.

e Rebuild RI agreements should specify a level of job creation for the post-construction
phase of commercial projects and should specify that those jobs be maintained
throughout the commitment period and be paid at or above the median industry-specific
wage.

e TIF projects should also set ongoing job and wage goals for completed projects.

e Annual reports for program participants should be more detailed, specifying the names
and wage of employees, to facilitate economic analysis.

Economic Development Tax Incentive Evaluation 6
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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 2019 through 2021, was prepared at the request of
Matthew McCabe, 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, Ph.D., Deputy Chief
in the Office of Revenue Analysis was project leader for the production and writing of this report,
under the guidance of Mr. McCabe. Ms. Zaffou was assisted by Anoushka Mohnot, Economic &
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
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 Elizabeth Tanner, Secretary of Commerce, for
providing information pertaining to this tax incentive program.

The Office of Revenue Analysis is appreciative of the efforts made by the Division of Taxation
and the Rhode Island Commerce Corporation to provide us with the best information available at
the time this report was written.
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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 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) 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.

2)  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.

3)  The number of taxpayers granted the tax incentive during the previous twelve-month (12)
period.

4)  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.

5) 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.

6) An estimate of the economic impact of the tax incentive including, but not limited to:

1. 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.’

7)  The estimated cost to the state to administer the tax incentive if such information is
available.

8) 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.

5 Public Law 2023 Chapter 294 § 7 and Chapter 295 § 7 removed the requirement for a statement from the CEO of
the Commerce Corporation. ORA intends to voluntarily include these statements in this round of analysis and
exclude them going forward.

Economic Development Tax Incentive Evaluation 8
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9) 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.

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 2019 through 2021 and also their long-term
economic impact through tax year 2040 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 RI Program

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
(except for a qualified development project® located in a Hope Community or redevelopment area

¢ 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.”

Economic Development Tax Incentive Evaluation 9
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designated under R.I. Gen. Laws § 45-32-47), 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 program is primarily administered by the CommerceRI. To be eligible for this tax credit, an
applicant must demonstrate the following:

e The applicant has committed a capital investment or owner equity of not less than 20% of
the total project cost;

e There is a project financing gap in which the project is not likely to be accomplished by
private enterprise without obtaining this tax credit;

e The project fulfills the following planning objectives and priorities:

o atax stabilization agreement will be obtained (at the discretion of CommerceRI) from
the municipality in which the real estate project is located;

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 Community®;

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.

Separate streamlined application processes are developed by CommerceRI for the issuance of
Rebuild RI tax credits for qualified development projects that involve certified historic structures”,
recognized historical structures'’, 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).!! 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
1s used, whichever occurs first.

7 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.

8 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.”

? 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.”

19 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.”

1 As of January 1, 2017, the minimum tax assessed on any filer subject to R.I. Gen. Laws § 44-11-2(e) is $400.

Economic Development Tax Incentive Evaluation 10
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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.

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”'? 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!?.

Effective January 1, 2023, construction projects that are higher than $10 million are required to
pay all construction workers in accordance with the wages and benefits required pursuant to
chapter 13 of title 37 (“prevailing wage”’) with all contractors and subcontractors required to file
certified payrolls on a monthly basis for all work completed in the preceding month on a uniform
form prescribed by the director of the Department of Labor and Training.'* In addition, no Rebuild
RI credits can be awarded unless CommerceRI receives confirmation from the Department of
Labor and Training that there has been compliance with the prevailing wage requirements. The
maximum aggregate cap was raised to $225 million excluding Rebuild RI tax credits issued for
projects on the I-195 land.

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 credits in whole or in part, for 90% of the credit amount. The sunset date was extended to
December 31, 2024. An application form for this program is attached in Appendix A

12 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.”

13 The cap was $25 million for the project for which the I-195 redevelopment district was authorized to enter into a
purchase and sale agreement for parcels 42 and P4 on December 19, 2018.

14 Public Law 2022 Chapter 271 § 1 and Chapter 272 § 1.

Economic Development Tax Incentive Evaluation 11
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2. Statutory and Programmatic Goals and Intent of the Rebuild RI Program

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.”

3. Description of the TIF Program

The 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,!> as well as its location in a targeted area,'¢ 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 gap.'’
CommerceRI’s approval decision for a TIF applicant, according to R.I. Gen. Laws § 42-64.21-
6(1), is based on the following conditions:

15 A detailed description of targeted industries is provided in Appendix B.

16 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.”

17 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.”
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“(i) The applicant has submitted a completed application as developed by the
commerce corporation;

(i1)) 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 base.'®

(i11) 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
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 revenues.'® 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. In addition, some significant taxpayers can make payments in lieu of taxes
(PILOTs) directly to an escrow account managed by CommerceRI for the benefit of the financing.

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
December 31, 2024 and CommerceRI cannot enter into any agreement after this date.

18 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.”

19 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.”
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4. Statutory and Programmatic Goals and Intent of the TIF Program

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 TIF program are word-for-word the same as the statutory and programmatic goals
and intent of the Rebuild RI tax credit. 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 RI Tax Credit Program and the TIF 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 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 RI Program

The federal government offers the New Markets Tax Credit (NMTC) to attract private investment
to distressed communities.?? 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).”?! Investors get a tax
credit equal to 39% of the original investment amount which is claimed over a seven-year period.?

The CDEs determine what projects get funded and use the Qualified Equity Investments (QEI)??
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.

20 A “distressed community” consists of contiguous census tracts where the individual poverty rate is at least 20% or
where median family income does not exceed 80% of the area median.

2l 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 low-
income 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

22 https://www.cdfifund.gov/programs-training/Programs/new-markets-tax-credit/Pages/default.aspx

2 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
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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, and the percentage of NMTC allocations invested
in urban areas, for each New England state.

New Markets Tax Credit Impact on New England States
(2001-2021)

Proiected NMTC
Total NMTC  Total NMTC rojecte Allocation
. NMTC .
State Projects Amount Amount Invested in
Reported (Millions) e Urban Areas
(Millions) (%)
Connecticut 35 $451 $937 914
Massachusetts 301 $2,314 $3,247 100.0
Maine 41 $468 $1,058 48.8
New Hampshire 23 $295 $529 17.4
Rhode Island 71 $474 $820 100.0
Vermont 26 $298 $322 50.0
Average 83 $717 $1,152 67.9

Source: U.S. Department of the Treasury, Community Development Financial Institutions
Fund, accessed at https://www.cdfifund.gov/programs-training/programs/new-markets-tax-
credit

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 2001 to 2021.

CDEs exchanged NMTCs for private investments in 497 qualifying projects located in New
England between 2001 and 2021. Nearly 68% of the projects receiving NMTC investments are in
urban census tracts, on average. Rhode Island has the second highest number of NMTC projects
and the second highest total amount of NMTCs issued in New England. Rhode Island leads New
England in the percentage of NMTC allocation that is invested in urban areas at 100%.

In the same vein as the federal program, the Rebuild RI Tax Credit program is part of an effort to
stimulate new investment and economic growth through tax incentives. The Rebuild RI 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 RI 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.1.
Gen. Laws § 45-32-4.
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In addition to federal incentives, ORA investigated the availability of tax incentive programs like
the Rebuild RI 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 RI Tax Credit Program in Rhode Island and Selected Comparison States

Rhode Island Connecticut Maine Massachusetts
Credit Name Rebuild Rhode Urban and Industrial New Markets Capital Community Investment Tax Credit
Island Tax Credit Site Reinvestment Investment Credit
Act Tax Credit
Statutory Reference R.I. Gen. Laws Ch. Conn. Gen. Stat. § Me. Rev. Stat. Ann Mass. Gen. Laws Chs. 62, §6M

42-64.20

32-9t

tit. 36, § 5219-HH

and 63, § 38EE

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
moderate-income households.

Cap The lesser of The sum of all tax Up to $500,000 or No tax credit shall be allowed to a
$15,000,000; 30% of  credits granted shall  the total amount of taxpayer that makes a qualified
the total project cost; not exceed tax liability investment of less than $1,000.
or the amount $100,000,000 with otherwise due The total value of the tax credits
needed to close a respect to a single authorized in this section, together
project financing eligible project with those authorized in section
gap. approved by the 6M of chapter 62, shall not exceed

commissioner. The $6,000,000 in each of taxable
sum of all tax credits years 2015 to 2018.
granted shall not
exceed
$950,000,000.
Carryforward Up to 4 years Up to 5 years Up to 7 years Up to 5 years
Source http://webserver.rilin ~ https://www.cga.ct.g  https://legislature.ma  https://malegislature.gov/Laws/Ge

.state.ri.us/Statutes/T

ov/current/pub/chap_

ine.gov/statutes/36/ti

neralLaws/Partl/TitleIX/Chapter6

ITLE42/42-
64.20/42-64.20-
5.HTM

578 htm#sec_32-9t

tle36sec5219-

HH.html

3/Section38ee

Note: Credit characteristics reflects current policy as identified by ORA in January 2024. This table presents a single comparison credit
program for each comparison state determined by ORA to be most like the Rebuild RI Tax Credit program.

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
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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.**

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.?> 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.?¢

State investment through programs such as the Rebuild RI 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 RI 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.

24 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

25 Economic Incentives Influence Commercial Real Estate Decisions. Wolf Commercial Real Estate. September 2018.
https://wolfcre.com/economic-incentives-influence-commercial-real-estate-decisions/

26 https://www.cbre.us/research-and-reports/opportunity-zones/opportunity-zones-guide
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Total Non-Farm Employment Growth

4-qrt moving average, Year-ago percent change
(2003Q4 - 2023Q4)
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Source: U.S. Bureau of Labor Statistics, Current Employment Statistics, as of April 2024

Over most of the last ten 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 times 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.”?’

Rhode Island experienced record-breaking employment in February 2020 with the highest job
count on record as of that point. But, in March of 2020, the COVID-19 pandemic caused many
businesses to shut down or limit in-person activity causing the large negative changes in
employment in the chart above. The state regained the jobs lost during the pandemic by the end of
2022.

The construction industry is one that can be heavily impacted by programs like Rebuild RI and
TIF. Construction employment was still striving to make up for losses suffered between 2006 and
2011. In 2019, total construction employment—which consists of construction of buildings, heavy
and civil engineering construction, and specialty trade contractors—was 12.4% below its 2006
peak. This decline was largely driven by employment in construction of buildings, which was
15.4% below its 2006 high, and closely related specialty trade contractors, which was 13.2% below
its peak. Specialty trade contractors include framing, masonry, and roofing contractors, among

7RI Gen. Laws § 42-64.20-2(a)
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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%

Increase.
9
Q\

Private Construction Employment
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ENAICS 2362 Nonresidential building construction ONAICS 2361 Residential building construction

Source: U.S. Bureau of Labor Statistics, Quarterly Census of Employment and Wages, as of April 2024
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.?® By comparison, the producer price index

(PPI) for overall final demand increased 17.8% over the same period.?’

Just like the rest of the country, the 2020 pandemic had a significant impact on construction
activities in Rhode Island. The rising construction costs and other challenges such as interrupted
supply chains and labor shortages may have discouraged some developers from investing in Rhode
Island over the last several years. This resulted in an employment decline in each one of the four

28 U.S. Bureau of Labor Statistics, PPI Commodity data for Final demand construction, seasonally adjusted
2 U.S. Bureau of Labor Statistics, PPI Commodity data for Final demand, seasonally adjusted
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subsectors described in the chart below. However, in 2021, the state’s economy started returning
to its pre-pandemic level and resuming work on construction-related projects. This trend continued
in 2022 where the total construction employment was the highest since 2007.

Number of Private Establishments
4-qrt moving average, Year-ago percent change
(2003Q1 - 2022Q4)
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Source: U.S. Bureau of Labor Statistics, Quarterly Census of Employment and Wages (QCEW), as of April 2024

Growth in the number of private establishments is a good indication of entrepreneurship and
investment. 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.

Basis for TIF Program

The TIF program 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.

What is TIF?

TIF 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, providing off-budget

30 hitps://www.cdfa.net/cdfa/cdfaweb.nsf/resourcecenters/tif. html
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financing to avoid political opposition, capturing tax revenues from overlapping jurisdictions, and
retaining or expanding existing businesses.>!

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.>> 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.*?
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.** 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.>> 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.

31 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.

32 Tax Increment Financing (TIF). National Association of Realtors. November 2002.
http://www.growsmartri.org/training/TIF%20Report%20by%20Robinson%20and%20Cole.pdf

3 Tax Increment Financing (TIF). National Association of Realtors. November 2002.
http://www.growsmartri.org/training/TIF%20Report%20by%20Robinson%20and%20Cole.pdf

34 Tax Increment Financing (TIF). National Association of Realtors. November 2002.
http://www.growsmartri.org/training/ TIF%20Report%20by%20Robinson%20and%20Cole.pdf

35 Tax Increment Financing: The Basics. The National Housing Conference.
https://www.nhc.org/policy-guide/tax-increment-financing-the-basics/
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Basic TIF Model
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Source: Tax Increment Finance Best Practices Reference Guide. Council of Development Finance Agencies
and International Council of Shopping Centers

The Rationale for TIF

As can be seen in the table below, state and local capital spending as a share of GDP fell throughout
the country between 2006 and 2021. Nationally, state and local infrastructure spending as a share
of GDP declined by one-third of a percentage point over this 15-year period. The decline in New
England was 0.17 percentage points on average across the six states, with the largest drop in New
Hampshire, showing a decrease of 0.78 percentage points. Massachusetts was the only state in
New England to boast an increase in capital spending as a share of GDP between 2006 and 2021;
although the increase was miniscule at 0.02 percentage points. Capital spending as a share of GDP
in Rhode Island fell 0.03 percentage points, declining less than the regional average.
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Capital Spending by State
Percentage-point change in state and local infrasturcture spending
as a share of GDP
(2006 to 2021)

New Jersey
Arizona
New Hampshire
Nevada
Montana
Georgia
Florida
New York
South Carolina
Mississippi
Tennessee
Washington
Ohio
California
Alabama
Idaho
Missouri
Louisiana
Maryland
United States
North Carolina
Delaware
West Virginia
Wisconsin
Michigan
Kansas
Maine
Kentucky
Texas
South Dakota
Towa
New Mexico
Wyoming
Nebraska
Vermont
Indiana
District of Columbia
Rhode Island
Illinois
Connecticut
Pennsylvania
Utah
Minnesota -
Massachusetts -—
Oregon —
Colorado —
Arkansas —
Virginia E—
Oklahoma —
|
|

North Dakota
Alaska
Hawaii -

-0.0105 -0.0055 -0.0005 0.0045 0.0095

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), as of April 2024
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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-qrt moving average, Year-ago percent change
(2019Q1 -20230Q4)
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Source: U.S. Bureau of Economic Analysis, as of April 2024

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 TIF 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

Economic Development Tax Incentive Evaluation 25



Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act TY 2019-2021

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.>

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.>’” 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.>®

TIF 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.

36 Tax Increment Financing: A Primer. Citizens Budget Commission. December 2017.
https://cbeny.org/research/tax-increment-financing-primer
37 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-TTF-Report-January-24-2018.pdf
38 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

Rhode Island Connecticut Maine Massachusetts New Hampshire Vermont

Incentive Tax Increment Tax Incremental Tax Increment Tax Increment Municipal Economic Statewide Tax Increment

Name Financing Act Financing Program Financing Financing Plan Development and Financing

Revitalization Districts

Statutory R.I. Gen. Laws Conn. Gen. Stat. §32- Me. Rev. Stat. Ann tit. Mass. Gen. Laws ch. NH Rev Stat § 162-K 24 V.S.A. chapter 053

Reference Chapter 42-64.21 285 30-A, §5227 40, §59 §1891-1901

Incentive Eligible projects A municipality can issue A municipality or Any city or town may A municipality may Municipalities with an

Features can receive capital  debt to finance self- plantation may retain all  adopt and execute a tax ~ adopt a tax increment active TIF district can use
through a rebate sustaining significant or part of the tax increment financing financing plan for any tax increment financing to
of a portion of the  economic projects. The  increment revenues agreement authorizing TIF district fund improvements for
new state tax tax increments generated generated from the tax increment development, allocating  public infrastructure. In
revenue generated  from the increase in increased assessed value exemptions from the use of tax each year for which the
by the project. hotel, sales, cabaret, of a tax increment property taxes for a increments for assessed valuation exceeds

admissions and dues financing district for the  specified term for any retirement of bonds and  the original taxable value,
taxes can be retained to  purpose of financing the parcel of real property notes, operation, the municipality shall retain
repay debt service on the development program. included in a TIF maintenance and that portion of all taxes paid
municipal TIF bond. agreement improvements in the that year on the real
district and for general property in the district and
municipal purposes. use it for financing and
related costs of
improvements.

Cap The tax revenue Any agreed upon portion Any portion of the new  The tax increment The captured assessed Of the increased property
rebate may not of the new taxes may be  taxes may be used to exemptions may not value may be used for tax revenue, up to 70% is
exceed 30% of retained. finance public or private  exceed 100% and the retirement of bonds and  retained by the municipality
total project costs projects for a defined term shall not exceed 20  notes or the operation to finance infrastructure
or 75% of period. years. and further development debt. A minimum of 30% of
incremental of the tax increment the increased revenue is sent
revenue financing district. The to the Education Fund.
generated. remaining portion is

returned to the tax lists.
Carryforward  None None None None None None
Source: http://webserver.ri  https://www.cga.ct.gov/c https:/legislature.maine  https://malegislature.go  http://www.gencourt.sta  https://legislature.vermont.g

lin.state.ri.us/Statu  urrent/pub/chap_588n.ht .gov/statutes/30-
tes/TITLE42/42- m#sec_32-285 A/title30-
64.21/INDEX.HT Asec5227.html
M

v/laws/generallaws/parti

te.nh.us/rsa/html/XI1/16

ov/statutes/chapter/24/053

/titlevii/chapter40/sectio

2-K/162-K-mrg.htm

n59

Note: Incentive characteristics reflects current policy as identified by ORA in January 2024. This table presents a single comparison incentive program for each comparison state
determined by ORA to be most like the Rhode Island TIF.
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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% 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% 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 I11: Report Data Description

The analysis of the Rebuild RI and TIF programs in this report required an analysis of micro-level
taxpayer data. 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 Taxation
and CommerceRI, 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
2019 through 2021.

» Projected amounts of tax incentives as provided by CommerceRI testimony during the
November 2023 Revenue Estimating Conference (REC).
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» 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 2019 through 2021. 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

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 RI
Amounts and Number of Recipients
(Tax Years 2019 — 2021)

2019 2020 2021 Total Average

Sales and Use Tax Exemption

Dollars $1,274,788 $4,011,150 $3,364,128 $8,650,066 $2,883,355
Tax Credit & Refund Redemptions

Dollars $4,890,097 $10,608,352 $12,668,226 $28,166,675 $9,388,892
Total

Count * <10 15 20 ND ND

Dollars $6,164,885 $14,619,502 $16,032,354 $36,816,741 $12,272,247
Source: Taxation
Note:

* ND: Not disclosed due to taxpayers confidentiality.
* Counts represent distinct number of companies that earned the tax incentive that was used in the reporting
period.

According to Taxation, less than 10 companies received a tax incentive under the TIF in an average
tax year 2019-2021 with an average value of $913,735. It should be noted that two TIF recipients
have also received Rebuild RI incentive in the same time frame. 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.
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TIF
Amounts and Number of Recipients
(Tax Years 2019 — 2021)

2019 2020 2021 Total Average

Sales and Use Tax

Dollars $481,652 $523,290 $1,379,789 $2,384,731 $794,910
Hotel Tax

Dollars $79,334 $80,534 $196,608 $356,476 $118,825
Total

Count * <10 <10 <10 ND <10

Dollars $560,986 $603,824 $1,576,397 $2,741,207 $913,735
Source: Taxation
Note:

* ND: Not disclosed due to taxpayers confidentiality.
* Counts represent distinct number of companies that earned the tax incentive that was used in the reporting
period.

Given that both the Rebuild RI TIF tax incentives 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 November 2023 Revenue Estimating Conference (REC) in addition to the actual tax
incentive usage data displayed in the tables above. These tax credit and incentive amounts were
allocated through tax year 2040 in the Regional Economic Models, Incorporated (REMI)* model
to reflect the ongoing tax benefits of these agreements. ORA only included future incentive
amounts for projects that received incentives in tax years 2019 through 2021,

2. Value of Tax Incentive Granted by NAICS Code

During tax years 2019 through 2021, the average amount of the Rebuild RI tax credit was
$12,272,247. ORA matched each recipient firm to its corresponding industry code according to
the North American Industry Classification System (NAICS). The following table depicts the
average amount of the Rebuild RI tax incentive received by firms in each industry during tax years
2019 through 2021 broken down by benefit type:

3 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.
40 According to the November 2023 REC, 51 projects were awarded Rebuild RI tax credits and eight projects were
awarded TIF incentives.
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Rebuild RI
Amounts by Industry
(Average Tax Years 2019 — 2021)

Néol iS Industry Tsaaiel;;el:fnp[iis:n Tax Credit Combined
721 Accommodation $254,079 $141,687 $395,766
311 Food manufacturing $462,724 $275,393 $738,117
54 :fvfis:;onal’ scientific, and technical $281,646 $2,045,738 $2,327,384
531 Real estate $1,474,220 $5,042,576 $6,516,796
213 Relig.im.ls, grantm'akil'lg, civic, professional, $0 $433.141 $433.141

and similar organizations
624 Social assistance $0 $843,279 $843,279
42 Wholesale trade $410,687 $607,078 $1,017,765
All Industries $2,883,356 $9,388,892 $12,272,248

Source: Taxation

Over the same period, the average amount of the TIF incentive received was $913,735. The
following table depicts the amount of the TIF incentive received by firms in each industry during

tax years 2019 through 2021:

T1F
Amounts by Industry
(Average Tax Years 2019 —2021)

Ngol (ﬁS Industry Total
721 Accommodation $807,758
315 nglirleciﬁzrrllzfacturing; Leather and allied product $2.616
722 Food services and drinking places $80,457
531 Real estate $14,835
42 Wholesale trade $8,069

All Industries $913,735

Source: Taxation

3. Cost of Administration

ORA surveyed Taxation and CommerceRI to ascertain the cost for the administration of the
Rebuild RI tax credit and the TIF. The table below provides information on the cost incurred by
both entities during tax years 2019 through 2021 to administer each tax incentive.
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Cost of Administration

(Tax Years 2019 —2021)

Incentive Cost-Incurring Entity TY 2019 TY 2020 TY 2021 Total Average
Rebuild Rhode Division of Taxation $16,865 $18,801 $17,942 $53,608 317,869

Island Tax Credit ~Commerce Corporation $229,582  $227,383  $210,309  $667,274 $222,425

Act Combined $246,447  $246,184 $228,251 $720,882 $240,294
Division of Taxation $5,753 $7,999 $8,034 $21,786 $7,262

Tax Increment

Financing Act Commerce Corporation $98,504 $74,251 $67,615 $240,370 $80,123
Combined $104,257 $82,250 $75,649 $262,156 $87,385
Total Cost $350,704 $328,434 $303,900 $983,038 $327,679

Source: Taxation and CommerceRI

CommerceRI cost of administration shown in the table above reflects the cost of all approved
projects during tax years 2019 through 2021.

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 2019 through 2021 by employee residency status:

Emplovees of Rebuild RI-Tax Credit Recipient Firms:
Identified Tax Filings by Residency Status
(Tax Years 2019 — 2021)

Residency TY 2019 TY 2020 TY 2021 Total
Rhode Island 2,120 2,193 3,654 7,967
Out of State 325 303 461 1,089
Total Employees Reported 2,445 2,496 4,115 9,056

Source: Taxation

It should be noted that the total number of employees reported in this table was provided by
Taxation and represents the total employment found for each tax credit project which could be
higher or lower than the number of jobs indicated on the annual reports submitted by the incentive
recipients (a copy of this report is attached in appendix D). Tax incentives beneficiaries only
reported an aggregate number of jobs, and since they are not required to provide any identifying
information for the employees, it is difficult for Taxation to identify the subset of jobs that are
associated with the tax credit.

Similarly, the following table provides a description of the employment under the TIF incentive
program in tax years 2019 through 2021 by residency status:
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Emplovyees of TIF-Incentive Recipient Firms:
Identified Tax Filings by Residency Status
(Tax Years 2019 — 2021)

Residency TY 2019 TY 2020 TY 2021 Total
Rhode Island 145 265 525 935
Out of State 17 42 97 156
Total Employees Reported 162 307 622 1,091

Source: Taxation

It should be noted that, since two recipients of the TIF incentive also received a Rebuild RI tax
credit, their total jobs created are also included in the previous table depicting employees of the
Rebuild RI tax credit recipient companies.

5. Direct Taxes Paid by Recipients

Taxation provided ORA with data on taxes paid by the Rebuild RI recipient firms in tax years
2019 - 2021. The following table describes the breakdown of this information by firms’ location
of domicile.

Rebuild RI-Tax Credit Recipient Firms:
Taxes Paid by Taxpavers That Claimed Credit on Tax Returns
(Tax Years 2019 — 2021)

TY 2019 TY 2020 TY 2021 Average
RI Firms “
Percent of Taxpayers 35.7% 70.8% 69.7% 58.7%
Taxes Paid $770,965 $23,174,601 $22,088,243 $15,344,603
Non-RI Firms®
Percent of Taxpayers 64.3% 29.2% 30.3% 41.3%
Taxes Paid $605,956 $850,673 $1,084,433 $847,021
Total
Taxes Paid $1,376,921 $24,025,274 $23,172,676 $16,191,624
Source: Taxation
Note:

This chart reports on the taxes due after credit amounts for all tax returns that claimed the Rebuild credit for these reporting
years.

a Category includes all Rhode Island-domiciled taxpayers. This generally means that the taxpayer’s principal place of
business is in Rhode Island.

b Category includes all non-Rhode Island domiciled taxpayers. This typically means that the taxpayer has a presence in
Rhode Island but may have its primary place of business located in some other state.

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, Taxation is unable to
approve disclosure of taxes paid by TIF recipient firms as required by R.I. Gen. Laws § 44-48.2-
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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 2019 through 2021. The following table shows
the breakdown of this information by taxpayer’s residency status.

Employees of Rebuild RI-Tax Credit Recipient Firms:
PIT Paid by Identified Taxpavyers
(Tax Years 2019 —2021)

TY 2019 TY 2020 TY 2021 Total
RI Residents
Count of Taxpayers 2,120 2,193 3,654 7,967
Taxes Paid ## $1,416,688 $1,756,677 $2,330,631 $5,503,996
Out of State
Count of Taxpayers 325 303 461 1,089
Taxes Paid * ' $390,411 $381,753 $450,593 $1,222,757
Total
Count of Taxpayers 2,445 2,496 4,115 9,056
Taxes Paid $1,807,099 $2,138,430 $2,781,224 $6,726,753
Source: Taxation
Note:

% The taxes paid includes taxes paid for finalized tax returns only as of February 2024.

~ 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."

T 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 PIT amounts paid by the employees of TIF incentive

recipient firms for tax years 2019 through 2021. The following table shows the breakdown of this
information by taxpayer’s residency status:
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Employees of TIF-Incentive Recipient Firms:
PIT Paid by Identified Taxpavers

(Tax Years 2019 — 2021)

TY 2019 TY 2020 TY 2021 Total
RI Residents
Count of Taxpayers 145 265 525 935
Taxes Paid ** $4,405 $41,676 $73,771 $119,852
Out of State
Count of Taxpayers 17 42 97 156
Taxes Paid * ' $5,394 $7,810 $10,240 $23,444
Total
Count of Taxpayers 162 307 622 1,091
Taxes Paid $9,799 $49,486 $84,011 $143,296
Source: Taxation
Note:

% The taxes paid includes taxes paid for finalized tax returns only as of February 2024.

" 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 two recipients of the TIF incentive also received Rebuild RI tax
credit, the taxes paid by their total employees created 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

e Rebuild RI Tax Credit Act and Rhode Island TIF 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 data from the recipients’
applications and agreements provided by CommerceRI, as well as information on the CommerceRI
website and CommerceRI testimony from the November 2023 Revenue Estimating Conference
(REC), 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 2019 - FY 2038)

Project Name Anticipated Tax Credits Sales Tax Rebates Total

Electric Boat $1,645,000 $15,519,958 $17,164,958
South Quay Marine Terminal $15,000,000 $0 $15,000,000
111 Westminster (Superman) $15,000,000 $0 $15,000,000
Wexford Innovation Center $14,213,836 $734,189 $14,948,025
Tidewater Landing - Phase I $10,000,000 $4,000,000 $14,000,000
Downcity 11 $10,571,379 $336,356 $10,907,735
River House $8,354,910 $700,000 $9,054,910
Edge 11 $6,000,000 $1,295,000 $7,295,000
Immunex RI Corporation $3,450,000 $3,255,000 $6,705,000
78 Fountain Street $5,503,607 $851,704 $6,355,311

Providence Commons $4,485,000 $600,000 $5,085,000
Ocean State Job Lot $3,100,000 $1,232,060 $4,332,060
Pontiac Mills $3,626,403 $412,443 $4,038,846
Hope Artiste $3,569,657 $450,597 $4,020,254
Jk Equities Moshassuck $3,750,000 $190,000 $3,940,000
Prospect Heights $3,657,600 $0 $3,657,600
Chestnut Commons $3,093,414 $452,050 $3,545,464
The Edge $3,000,000 $537,176 $3,537,176
Parcel 6 $3,250,000 $0 $3,250,000
Infinity Meat Solutions $1,838,400 $1,388,172 $3,226,572
Virgin Pulse $3,047,155 $110,748 $3,157,903
Dexter Street $2,000,000 $1,000,000 $3,000,000
Lippitt Mill $2,553,500 $230,691 $2,784,191

Louttit Laundry $2,132,714 $127,442 $2,260,156
Farm Fresh $2,222,222 $0 $2,222,222
Innovate Newport $2,140,288 $0 $2,140,288
Warwick Hyatt Hotel $1,062,430 $531,513 $1,593,943
Gotham Greens $1,209,000 $0 $1,209,000
R&W Phase 11 $1,000,000 $96,656 $1,096,656
Union Trust $896,996 $194,591 $1,091,587
Aloft Hotel $100,000 $950,847 $1,050,847
Blount Fine Foods $1,000,000 $0 $1,000,000
Parade Street $1,000,000 $0 $1,000,000
Millrace District I (ARTech) $1,000,000 $0 $1,000,000
Millrace District IT (Island Place) $1,000,000 $0 $1,000,000
Arctic Mill $1,000,000 $0 $1,000,000
Wanskuck Mill $1,000,000 $0 $1,000,000
Track 15 $1,000,000 $0 $1,000,000
Infosys $750,000 $100,000 $850,000

Hotel Beatrice $90,000 $750,000 $840,000

Mearthane Products $815,000 $0 $815,000

390 Pine St, LLC $777,778 $0 $777,778

461 Main Street $724,714 $0 $724,714

404 Broad Street $610,000 $0 $610,000

Strive Lofts $525,000 $0 $525,000

Nexus Lofts $500,000 $0 $500,000
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Fuller Mill $450,000 $0 $450,000
Miniature Casting $410,000 $0 $410,000
The Studley Building $100,000 $300,000 $400,000
16 Broad St $142,300 $0 $142,300
Residence Inn $500 $132,316 $132,816
Total $154,368,803 $36,479,510 $190,848,313

Source: CommerceRI, November 2023 Revenue Estimating Conference Testimony

A TIF award, or TIF Payment*!, 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
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. A complete list of TIF incentive awardees is 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.

Estimated Total Tax Increment Financing Award
(FY 2019 - FY 2044)

Tax/ PILOT
Project Name Collections Begin TIF Amount
(FY)

Aloft Hotel 2023 $6,750,000
Hotel Hive 2025 $6,000,000
Residence Inn 2021 $6,000,000
Hotel Beatrice 2022 $4,500,000
Hammett Wharf 2022 $3,500,000
D'Ambra Warwick Hotel 2019 $3,500,000
Exchange Street 2020 $3,000,000
Southern RI Hospitality 2021 $1,800,000
Total $35,050,000
Source: CommerceRI, November 2023 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.

41 According to Rules and Regulations for the Rhode Island Tax Increment Financing Act, 870-RICR-30-00-
6.5(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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Rebuild RI Tax Credit Act
Descriptive Statistics: Generalized Project Requirements by Type

Project Type
Eligibility Requirements Commercial Residential Mixed Use
Location requirement No In a Hope Community No
Minimum project cost $5,000,000 * $5,000,000 ~ $5,000,000 *
Minimum project size (square feet) 25,000 20,000 25,000
Residential units N/A 20 N/A
Number of businesses contained 1 N/A 1
Jobs created 25 FTEs N/A N/A
Applicant's equity in project 20% 20% 20%
Financing gap Yes Yes Yes

Source: Rules and Regulations for the Rebuild RI 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
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.
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Rhode Island TIF
Descriptive Statistics: Generalized Project Requirements by Type
Eligibility Requirements All projects
Location requirement In a Qualifying TIF area
Financing gap Yes

Source: Rules and Regulations for the Rhode Island TIF, 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.”*? In order to be eligible, applicants must have
entered into a TIF agreement with CommerceRI on or before December 31, 2024.%

42 Rules and Regulations for the Rhode Island Tax Increment Financing Act, 870-RICR-30-00-6.6(A)(3)
BRI Gen. Laws § 42-64.21-9.
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Rebuild RI Tax Credit Act: Location Map of Awardees
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Awardees of the Rebuild RI tax credit program have projects located in 12 of 39 municipalities in
Rhode Island, with the vast majority located in Providence.

Economic Development Tax Incentive Evaluation 40



Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act TY 2019-2021

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 Project** 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 four 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.

4 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”
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TIF: Location Map of Awardees
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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 TIF program to promote projects that have the potential to
generate and preserve jobs or to produce, preserve or otherwise enhance housing in Rhode Island,
ORA analyzed project characteristics describing project type, project size, and project cost
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, the majority,
nearly 80%, of Rebuild RI tax credit program awardees were mixed and commercial projects and
87.5% of awardees of TIF agreements were commercial projects. The rules and regulation
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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
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Source: CommerceRI

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)
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As is observable in the chart above, more than half, 55.1%, 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.

Most awardees had a project cost well above the minimum requirement of $5 million. More than
half, 55.1%, of Rebuild RI tax credit projects have a total project cost of $25 million or less. 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 $25 million and $100 million,
while the other half of awardees had a project cost of between $10 million and $25 million.
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Rebuild Rhode Island Tax Credit Act and Tax Increment Financing Act

Rhode Island Tax Increment Financing Act

$5,000,000 or

Descriptive Statistics: Total Project Cost

0.0%

Less u— 102%

0.0%
$5,000,001 to $10,000,000 D

Total Project Cost

$50,000,001 to $100,000,000

$10,000,001 to $25,000,000

$25,000,001 to $50,000,000

25.0%

25.0%

Greater than $100,000,000 00/_ 1220
0.0% 10.0% 20.0% 30.0%

Source: CommerceRI

Share of Awardees

I 30.6%

40.0%

® Rebuild Rhode Island Tax Credit Act

50.0%

50.0%

60.0%

According to the eligibility requirements, all Rebuild RI tax credit awardees must have at least
20% of capital investment or owner equity in the total project cost.

Rebuild Rhode Island Tax Credit Act and Tax Increment Financing Act

Descriptive Statistics: Applicant Equity in the Project (%)
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Most awardees, 73.5%, had more than 20% equity in the projects for Rebuild RI tax credit; this
metric was 62.5% for TIF. 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 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.* Thus, it is
possible for a qualified development project to receive a Rebuild RI tax credit equal to 30% of the
total project cost.

Rebuild Rhode Island Tax Credit Act and Tax Increment Financing Act
Descriptive Statistics: Tax Credit Percent of Project Cost
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45 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]Jommercial 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 46



Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act TY 2019-2021

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, 24.5%

Source: CommerceRI

Using data from the Rebuild RI applications provided by CommerceRI, 75.5% of the awardees
also applied for the sales and use tax exemption.

Nearly 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.

TIF
Descriptive Statistics: TIF Term
TIF Term Share of Awardees
10 years 12.5%
15 years 12.5%
18 years 12.5%
20 years 62.5%

Source: CommerceRI
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According to the regulation (807-RICR-30-00-6) that governs TIF agreements, the TIF agreement
must specify the tax or taxes to be included in the eligible revenues.*® 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% 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, 75.0%, designate both lodging and sales taxes as eligible revenue. The
remaining 25.0% of TIF agreements are receiving incremental revenue from only state hotel tax
collections.

TIF
Descriptive Statistics: TIF Revenue Source
TIF Funding Source Share of Awardees
Hotel Tax 25.0%
Hotel and Sales Tax 75.0%

Source: CommerceRI

*  Rebuild RI Tax Credit Recipient Characteristics

Not all business that were awarded the Rebuild RI tax credit have claimed the credit. ORA
analyzed data provided by Taxation and CommerceRI to provide a breakdown of Rebuild RI
recipients by project type. In tax year 2021, 40% of these recipients were projects for commercial
use. According to R.I. Gen. Laws § 42-64.20-5(b)(3)(i1), these type of projects must be “occupied
by at least one business employing at least 25 full-time employees after construction or such
additional full-time employees as the commerce corporation may determine.”

4 According to Rules and Regulations for the Rhode Island Tax Increment Financing Act, 870-RICR-30-00-
6.5(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.”
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Rebuild Rhode Island Tax Credit Recipients:
Project Type, TY 2021

Residential, 30%

Source: Taxation

In Tax Year 2021, 50% of the commercial projects that received Rebuild RI tax credits have
additionally received New Qualified Jobs (NQJ) tax credits. While some of these projects have
exceeded the 25 FTEs requirement for Rebuild RI, based on their annual reports submitted to
CommerceR1, these jobs were already subsidized under the NQJ program.*’

Wages paid to the employees of Rebuild RI tax credit recipients are not captured in their annual
reports and therefore it is not possible to compare wages made by these jobs to the overall industry
wages. However, Taxation was able to provide employment and wages data for some of the
Rebuild RI recipient projects and ORA used that data to construct the table below.

47R.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 1% of each year.
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Rebuild RI Recipients:
Descriptive Statistics: Industry and Wages of Employees
(Tax Years 2019-2021)

Tax Median Median Wage as
Industry Description (NAICS Code) Year Sum of Wages Wage % 'of DLT
Median Wage

Professional, scientific, and technical services (54) $26,052,443 $67,845 100%
Real estate (531) 2019 $1,287,233 $31,196 76%
Wholesale trade (42) $53,122,938 $40,160 76%
Accommodation (721) $1,019,365 $22.219 77%
Professional, scientific, and technical services (54) 2020 $28,328.310 $63,104 89%
Real estate (531) $2.280,125 $35,259 77%
Wholesale trade (42) $54,785,290 $43,572 82%
Accommodation (721) $1,189,032 $30,764 91%
Food Manufacturing (311) $28,670,900 $43,502 124%
Professional, scientific, and technical services (54) 2021 $31,717,762 $68,837 89%

Real estate (531) $2,693,426 $30,831 64%
Wholesale trade (42) $61,065,533 $43,264 88%
Source: Taxation & DLT

Notes:

Taxation is unable to identify which individuals are full time employees for a complete year, and therefore median wages are
calculated using only the employees that appear in all four quarters of reporting to DLT. Using quartiles and interquartile range,
ORA excluded wage outliers that might skew the median wage.

ORA used the hourly median wage by industry as provided by DLT for tax years 2019, 2020, and

2021 and compared it to the median wage paid to the Rebuild RI recipient employees as presented

in the table above.*®

In addition, ORA analyzed data provided by Taxation on additional tax incentives received by
Rebuild RI recipients as described in the following table:

Rebuild RI Recipients: Additional Tax Incentives Received
(Tax Years 2019 — 2021)

Other Incentives Total
Historic Structure Tax Credits $5,662,335
New Qualified Jobs $2,032,974
Tax Increment Financing $701,018
Total $8,396,327

Source: Taxation

48 ORA transformed DLT hourly median wages into annual figures by assuming a 40-hour work week and 52 weeks
in a year.

Economic Development Tax Incentive Evaluation 50



Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act TY 2019-2021

Based on the data presented in the table above, ORA determined that for every $1.00 of Rebuild
RI, there is an additional $0.23 in other tax incentives used by Rebuild RI recipients.

* Tax Increment Financing Recipient Characteristics

ORA analyzed data provided by Taxation on employment and wages for some of the TIF program
recipients.

TIF Recipients:
Descriptive Statistics: Industry and Wages of Emplovees
(Tax Years 2019-2021)

Median

Sum of Median Wage as
.. o
Industry Description (NAICS Code) Tax Year Wages Wage % of DLT

Median
Wage
Accommodation (721) 2019 $1,742,340  $26,909 95%
Accommodation (721) $2,580,177  $33,191 115%

Apparel manufacturing; Leather and allied product 2020

)
manufacturing (315) $56,947  $41,696 112%

Accommodation (721) $3,147,533  $33,533 99%
Apparel rnapufacturing; Leather and allied product 2021 $92.267 $39.878 109%
manufacturing (315) ’ ’

Food services and drinking places (722) $3,576,971  $52,784 174%
Source: Taxation & DLT

Notes:

Taxation is unable to identify which individuals are full time employees for a complete year, and therefore median wages
are calculated using only the employees that appear in all four quarters of reporting to DLT. Using quartiles and
interquartile range, ORA excluded wage outliers that might skew the median wage.

In addition, ORA analyzed data provided by Taxation on additional tax incentives received by
TIF recipients as described in the following table:

TIF Recipients: Additional Tax Incentives Received
(Tax Years 2019 — 2021)

Other Incentives Total
Historic Structure Tax Credits $125,000
Rebuild Rhode Island Tax Credits $1,187,300
Total $1,312,300

Source: Taxation

Based on the data presented in the table above, ORA determined that for every $1.00 of TIF, there
is an additional $0.48 in other tax incentives used by TIF recipients.
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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 RI Tax Credit

Current law includes a sunset of the Rebuild RI program, stating that no new credits can be
authorized after December 31, 2024*°. 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 November 2023 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 2038.

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.). ORA adjusted CommerceRI Rebuild RI
projections by including the actual amounts provided by Taxation for tax years 2019 through 2021.
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.

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 RI Tax Credit & Rebuild RI Sales and Use Tax Exemption
Revenue Forgone Projections

Tax Year Credit Amount
2022 $26,305,542
2023 $30,975,561
2024 $26,480,136
2025 $18,227,721
2026 $14,626,658

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 December 31, 2024. 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 November 2023 Revenue Estimating Conference (REC),

4 The governor’s recommended budget proposes to extend this sunset date to December 31, 2025.
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CommerceRI provided a projection of the estimated total amounts of Tax Increment Financing by
fiscal year starting in FY 2019 through FY 2044.

Similarly to the previous table, 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.). ORA
adjusted CommerceRI TIF projections by including the actual amounts provided by Taxation for
tax years 2019 through 2021. ORA then used CommerceRI projections of TIF amounts to construct
a S-year projection for TIF incentive amounts that would be assigned in future tax years. The
following table provides the distribution of the anticipated amount of the Tax Increment Financing
amounts to be issued in each tax year.

TIF
Revenue Forgone Projections
Tax Year Incentive Amount
2022 $2,867,922
2023 $2,067,562
2024 $4,034,019
2025 $4,140,019
2026 $4,247.873

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

2. “Breakeven” Cost-Benefit Analysis

e [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 RI tax credit application; there is no separate application for the TIF.
Instead, those that are interested and qualify may be considered by CommerceRI for a TIF
agreement after reviewing the project for the Rebuild RI 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 2019
through 2021.° 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

50 Detailed documentation on the REMI Tax-PI v3.0.0 model employed in this analysis is available at:
https://www.remi.com/wp-content/uploads/2022/08/Tax-PI-Users-Guide.pdf? t=1661353571
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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 long-
term 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).

*  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 years 2019 through 2021. 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:
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Rhode Island General Fund Expenditures by NAICS
(Average FY 2019-2021)

Industry Description NAICS Code Percent of Total
Ambulatory Healthcare Services 621 36.6%
Educational Services 61 30.3%
n/a
State Wages (Entered as “‘state/local govt. 24.3%
compensation” and “employment”)
. n/a o
Local Government Spending (Entered as “state/local govt. spending”) 3.5%
Social Assistance 624 2.0%
Admlnlstratlve and Support 561 1.8%
Services
Profesglonal, Sglentlﬁc, and 54 1.8%
Technical Services
Repair and Maintenance 811 1.3%
Wholesale Trade 42 1.0%
Remaining Industries 2.3%
All Industries Total: 100.0%

Source: ORA analysis of Rhode Island general fund expenditure data.

The total amount of the two tax incentives was input in the REMI Tax-PI model as a change in the
government spending policy variable. 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 the November 2023 REC.! These amounts were allocated in the REMI
model through tax year 204032,

e 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 stimulation of growth in real estate developments that could make investment and foster job

51 See page 29 in Part I11: Report Data Description for further explanation of model inputs.
52 This is the last year of CommerceRI projections.
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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
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 $206,399,271
Hard Costs $681,991,554
Total Costs $888,390,825

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,”>* and
modeled the hard costs amount as a change in the investment spending policy variable in the
residential and non-residential construction sector (equipment and structures).>* 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 2019 and was anticipated to take
about two years to complete. For simplicity, the full amounts of hard and soft costs were allocated
in calendar year 2021, the first forecast year in the REMI model.

ORA did not directly model a change in employment from the construction phase. The Rebuild RI
and TIF programs generally do not include a required level of job creation (which some exceptions

33 According to 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.

54 Some of the Rebuild RI projects were for mixed-use developments. ORA split the cost of these projects equally
between residential and non-residential sectors.
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described below), but rather an agreed upon level of spending. ORA chose to focus the analysis
on this spending given the intent of the statute and the project agreements. Inputting this spending
into the REMI model does produce an estimated impact on employment, although this impact is
an final outcome of the analysis rather than a beginning assumption of the modeling.

» Operations Impact

The impact from the operations phase includes the benefits from the projects activity after the
construction is complete. For TIF, these benefits are reflected through the taxable sales and hotel
spending associated with the TIF hotel tax and sales tax foregone amounts. ORA estimated the
incurred sales and hotel spending for each TIF recipient using data from Taxation and according
to the recipient agreement terms and conditions.

For Rebuild RI, ORA chose to treat the operations phase job creation in different ways depending
on the project. The only projects with jobs requirement are commercial Rebuild RI projects, which
must create at least 25 jobs after construction is completed under statute. As described in page 50
of this report, some commercial projects also received New Qualified Jobs (NQJ) tax incentives
and therefore the jobs they created were excluded from the current analysis. ORA had modeled
these jobs as benefits of the NQJ program and including them in this evaluation report analysis
would be double counting. For the other commercial projects, ORA modeled the jobs based on
reports from those credit recipients, although only for the years when actual jobs were reported.
For non-commercial Rebuild RI projects and TIF projects, no direct job creation was modeled. As
described in the last paragraph of the previous section, the goal and requirements of the Rebuild
RI and TIF programs are centered on infrastructure spending rather than job creation.

TIF and Rebuild RI benefits were input in the REMI Tax-PI model as changes in exogenous final
demand and industry employment. In the REMI model, an “Industry Employment (Exogenous
Production)” policy 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 added jobs described above
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 discussed above, ORA used the North American Industry Classification
System (NAICS) code(s) that represent the underlying activity of the incentivized projects 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 “Food Services and
Drinking Places” 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 2021 through 2040. This would ensure that the
analysis included the full extent of the lingering costs of the Rebuild RI tax credit and TIF incentive
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program.>® Given that these programs incentivize infrastructure development, the benefits of these
projects may extend beyond the timeframe of this analysis. However, ORA generally limits the
scope of the analysis to the period that participants are legally committed to fulfilling program
requirements.

e 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”).

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. Therefore, to measure the impact

35 It should be noted that the breakeven results would change if the time horizon of the analysis were to change.
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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 November 2023 REC. These amounts were allocated
in the REMI model starting from tax year 2021 through tax year 2040. 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 2021.

The table below shows a sample of the cost of the incentives and benefits of the incentives by year
for TY 2021 though TY 2040.
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Tax Increment Financing & Rebuild RI
Sample of Detailed Model Costs & Benefits TY 2021 through 2040

Industry CY 2021 CY 2022 CY 2023 CY 2024 CY 2037 CY 2038 CY 2039 CY 2040
State Government -$13,067,157 -$15,861,317 -$14,585,671 -$10,576,169 -$2,939,436 -$3,020,498 -$1,569,936 -$519,823
Cost of the Incentive
Local Government -$118,826 -$381,925 -$275,340 -$464,723 -$451,586 -$464,040 -$241,190 -$79.,861
Exogenous Final Demand: $14342,395  $46,129.833  $33.401,229  $56,865371 $57,344305  $58.925,719  $30,627,275  $10,141,032
Accommodation
Exogenous Final Demand:
Food Services & Drinking $15,141,149 $47,352,349 $34,137,585 $57,617,930 $55,989,249 $57,533,294 $29,903,547 $9,901,398
Places
Operation Impact Industry Employment
(Benefit) (Exogenous Production): 63 0 0 0 0 0 0 0
Accommodation
Industry Employment
(Exogenous Production):
Food Services & Drinking 8 0 0 0 0 0 0 0
Places
Exogenous Final Demand:
Professional Sc & Tech $206,399,271 $0 $0 $0 $0 $0 $0 $0
Svces
Investment Spending:
Construction Impact Res1dent1a1 P g $271,812,554 $0 $0 $0 $0 $0 $0 $0
(Benefit) )
lnvestment Spendmg. $323.282.997 $0 $0 $0 $0 $0 $0 $0
Nonresidential Structures
Investment Spending: $86,896,004 $0 $0 $0 $0 $0 $0 $0

Nonresidential Equipment

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:

TIF & Rebuild RI:
General Revenue Breakeven Analysis
(Average RI Net Revenue Impact, TY 2021 through 2040)
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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
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 2021 through 2040 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.

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 $1.27 million in total general revenues for an average year
2021 through 2040. 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 $6.19 million in total
general revenues.
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The breakeven point, where revenue losses from foregone state government spending are offset by
revenue gains due to the tax incentives, is when approximately 83.0% 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 general revenue breakeven percentage of approximately 83.0%
implies that the Rebuild RI tax credit and TIF incentive programs have a net positive impact on
Rhode Island general revenues if at least 83.0% of economic activity associated with the incentive
recipient companies would not have occurred but for the availability of the tax incentives.
Additional breakeven scenarios are provided in Appendix C.

The following table provides more detailed information regarding the state general revenue impact
under the “best case” assumption that 100% 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:

TIF & Rebuild RI:
Detailed Net Revenue Impacts
(RI General Net Revenue Impact, Average TY 2021 through 2040)

Item Description Average Amount
Forgone Revenue Due to Incentives $(5,596,865)
Total General Revenue Generated by Incentives $6,865,135
General Revenue Generated by Incentives by Component
Personal Income Tax $2,025,132
General Business Taxes $689,335
Sales and Use Taxes $2,233,207
Other Taxes $103,385
Total Departmental Receipts $964,755
Other Sources $849,321
Net Change in General Revenue, After Paying for Incentives $1,268,270
New Revenues Generated for Every Dollar of Incentives $1.23

Note: This table shows the detailed revenue impact based on the assumption that 100% of the economic activity

associated with Rebuild RI and TIF incentives was “caused” by the availability of the tax benefits.
Source: ORA calculations based on historical Rhode Island revenue amounts and REMI
Tax-PI simulations.

The table above provides the REMI Tax-PI simulation results after removing the $5.6 million>®

cost of the Rebuild RI tax credit and TIF incentive programs, from government spending to account
for the foregone revenue incurred due to the provision of these tax benefits. This includes the cost
of the Rebuild RI tax credits, forgone state sales tax revenue from TIF projects, and lower local
government spending due to forgone local hotel tax revenue. Simultaneously the total investment

56 This amount represents the average of the Rebuild RI tax credits and TIF incentive received in tax years 2019
through 2021 as indicated by Taxation and the projected amounts of these tax incentives through TY 2040 as indicated
by CommerceRI.
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spending, change in final demand and employment (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 an average of $6.9 million of state general revenues in an average year
2021 through 2040. The generated revenue of $6.9 million does not account for the $5.6 million
average cost of the tax benefits over the same time period. To take into consideration the cost of
the tax benefits, ORA subtracted the $5.6 million average cost of the Rebuild RI tax credit and TIF
incentive programs from the $6.9 million average generated revenue. This is equal to a net average
gain of $1.3 million in general revenue. Expressed another way, for every dollar spent on the
Rebuild RI tax credit and TIF incentive programs, the state generates $1.23 of new revenue under
this scenario. 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 C.

The breakeven analysis is highly dependent on the time horizon chosen and the projection of future
incentive amounts. Generally, there is an initial positive impact on general revenues because of
the upfront construction spending. This impact does turn negative as the Rebuild RI credits are
utilized for the five years after the projects are completed. However, this analysis uses a twenty-
year time horizon given that TIF projects generally enter into twenty-year agreements with the
state. The ongoing economic activity associated with those TIF projects eventually pushes the
average breakeven into positive territory. It is also important to note that the breakeven analysis
only considered projects with incentives in tax years 2019 through 2021°7. Other parts of this
report, namely the future forgone revenue projections in section 1 of this part, considers projects
that are authorized but have not yet received incentives.

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 According to the November 2023 REC, 51 projects were awarded Rebuild RI tax credits and eight projects were
awarded TIF incentives.
58 Total employment represents the sum of private non-farm and government employments.
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TIF & Rebuild RI:
Average Total Employment Breakeven Analysis
(Average Annual Jobs Impact, TY 2021 through 2040)

Total Employment Breakeven Percentage: 6.8%
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Notes: Label accompanying each [ll marker refers to net job impact resulting from a cost-benefit analysis
assuming the labeled percentage of the combination of TIF & Rebuild RI benefits. Employment is equal to
the employment impact resulting from the direct, indirect, and induced effects in addition to the cost of
paying back the direct cost of the tax incentives.

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 1,198 economy-wide jobs on an average year for the period of 2021 through 2040.
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
88 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 breakeven point, where job losses from foregone state government spending are offset by job
gains due to the tax incentives, is when approximately 6.8% of economic activity generated by
firms receiving Rebuild RI tax credit and TIF incentive program benefits is caused by these tax
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incentives. In other words, the employment breakeven percentage of approximately 6.8% implies
that the Rebuild RI tax credit and TIF incentive programs have a net positive impact on Rhode
Island total employment if at least 6.8% of the economic activity associated with the recipient
firms would not have occurred but for the availability of the tax incentives. A detailed employment
breakdown is provided in Appendix C.

In addition, the large investment spending in connection to the projects’ development will have a
dramatic impact on the construction sector. Therefore, the employment 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:

TIF & Rebuild RI:
Average Construction Employment Breakeven Analysis
(Average Annual Jobs Impact, TY 2021 through 2040)

Construction Employment Breakeven Percentage: 8.3%
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Notes: Label accompanying each A marker refers to net job impact resulting from a cost-benefit analysis
assuming the labeled percentage of the combination of TIF & Rebuild RI benefits. Employment is equal to
the employment 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 employment results reflected in this chart are the average of construction jobs generated in the
period of calendar year 2021 through 2040 for each assumed percentage of benefits scenario. A
construction employment breakeven percentage of approximately 8.3% 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 8.3% of economic activity associated with the projects that
receive these tax incentives would not have occurred but for the availability of the tax incentives.
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A detailed construction employment breakdown (e.g., intermediate demand, investment demand,
and other demand jobs) is provided in Appendix C.

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.

TIF & Rebuild RI:
RI Gross Domestic Product (GDP) Breakeven Analysis
(Average RI GDP Impact, TY 2021 through 2040)

GDP Breakeven Percentage: 7.3%
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the direct cost of the tax incentives.

Source: ORA calculations utilizing REMI Tax-PI

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 2021 through 2040. 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 $93.0 million
in state GDP in an average year 2021 through 2040. 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 $7.3 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.
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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 7.3% 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 GDP breakeven percentage of approximately 7.3% implies that the
Rebuild RI tax credit and TIF incentive programs have a net positive impact on Rhode Island GDP
if at least 7.3% 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 C.

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 provided the following statement:

Statement from the CEO of the Commerce Corporation:

The Rhode Island Commerce Corporation (Corporation) thanks the Office of Revenue Analysis
(ORA) for their diligence in compiling this report on the Rebuild Rhode Island and Tax
Increment Financing (TIF) Incentive programs. This report affirms the effectiveness of these
programs in stimulating development, creating jobs, growing the state’s economy, and
generating state revenue. We especially appreciate ORA’s recommendation that the programs
be maintained and will carefully consider their suggested modifications to the programs.

We believe it is likely that the benefits for Rhode Island and its residents are even more
significant than this report describes. While not captured in this report, as they are outside the
scope of ORA’s mandated review, additional benefits stem from the enduring nature of the
infrastructure, which continues to benefit the state for many years beyond the duration of the tax
incentives, along with other non-state revenues which are generated by these investments such
as local property and hotel taxes. Further, while this economic analysis was focused on just the
subset of projects that had begun receiving tax credits by 2021, as more projects are completed
and begin receiving tax credits, future ORA analyses will be able to evaluate the entire Rebuild
and TIF portfolios more comprehensively.

While this report focuses largely on job creation, a notable outcome of the programs, the
Corporation views these programs as primarily aimed at spurring development projects. The 51
Rebuild projects and 8 TIF projects, encompassing 55 unique projects, represent a total
investment of nearly $3 billion dollars in Rhode Island’s development, costing the state just over
$225 million. That is a leverage ratio of approximately 13 to 1, meaning that every dollar the
state invests stimulates $13 dollars of total development investment in the state. These programs
are creating jobs and visibly changing the skyline of our state. Additionally, as ORA describes
on page 18, investment programs such as the Rebuild and TIF programs become especially
important during periods of slower economic growth, as has been projected for the next several
years. To date, Rhode Island has avoided a recession; however, the future risk of a recession
underscores the need to maintain and strengthen tools such as the Rebuild and TIF programs to
incentivize projects that could not happen without state support.

It is important to highlight that these programs include robust taxpayer protections. As ORA
mentions, the Corporation requires a demonstrated financing gap, meaning that only projects
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that could not occur without this funding are being incentivized. Further, after project
completion, tax credit awards are subject to reduction if the financing gap was not as large as the
developer estimated during the application and review process. Certain projects also have
repayment and recapture provisions which further protect taxpayer dollars.

We look forward to continued collaboration with ORA and the General Assembly to ensure that
the Rebuild and TIF programs can continue to accomplish their mission of stimulating economic
growth through the development of infrastructure projects that benefit Rhode Island.

2. ORA Recommendations

Finding #1: The job creation requirement specified for Rebuild RI under R.I. Gen. Laws § 42-
64.20-5(b)(3)(i1) lacks clarity and can result in companies receiving New
Qualified Jobs (NQJ) and Rebuild RI tax credits for the same jobs they created.

Related Recommendations:

» The job creation mandate specified for the Rebuild RI program should be separated from
the one of the NQJ program.

» All Rebuild RI commercial projects agreements should specify the employment
requirement and CommerceRI should ensure that it is met by tax credit recipients.

» The number of jobs to be added should be maintained over the time period of the tax
incentives issuance.

Discussion Supporting Finding #1:

R.I. Gen. Laws § 42-64.20-5(b)(3)(ii) requires that a Rebuild RI commercial development is a
project “consisting of at least 25,000 square feet occupied by at least one business employing at
least 25 full-time employees after construction or such additional full-time employees as the
commerce corporation may determine.” First, upon reviewing the Rebuild RI agreements for this
type of project, ORA found that many have also received New Qualified Jobs (NQJ) tax credits,
and, in some cases, the job creation language used in their NQJ agreement was used verbatim in
the Rebuild RI agreement. This makes compliance with the NQJ employment requirement
sufficient to meet the Rebuild RI employment threshold. It is, therefore, unclear which jobs
resulted from receiving Rebuild RI tax incentives and which ones resulted from NQJ tax credits.

ORA recommends that the job creation mandate specified for the Rebuild RI program should be
separated from the one of the NQJ program. Second, some of the Rebuild RI agreements did not
include any job creation requirement. ORA recommends that all Rebuild RI agreements impose
such a requirement and that CommerceRI ensure it is met by tax credit recipients. Last, both the
governing statute and agreements with CommerceRI do not include any mandate for the
commercial project recipients to maintain the 25 full-time employees during their commitment
period over which they will be receiving Rebuild RI tax credits. ORA recommends amending the
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program’s governing statute to add a requirement to retain those jobs throughout the commitment
period (rather than the current vague requirement for 25 jobs “after construction”).

Finding #2: There is no wage requirement for the employment requirement specified under
the Rebuild RI statute (R.I. Gen. Laws § 42-64.20-5(b)(3)(ii)). The median wage
of employees of many Rebuild RI tax credit recipients is lower than the DLT
industry-specific median wage in the year for which the tax credit was received.

Related Recommendations:

» ORA recommends that the median wage threshold be provided on the program’s
application form.

» ORA recommends using the DLT industry-specific median wage as a wage threshold.

» Based on R.I. Gen. Laws § 42-64.20-6(b), ORA recommends that employees of the tax
credit recipients be paid no less than the DLT industry-specific median wage.

Discussion Supporting Finding #2:

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 RI tax credit program was established to not only promote economic
development but also to create and retain “good paying” jobs. The wage information provided by
Taxation, however, show that the median wage earned at many Rebuild RI tax credit recipient
firms was often lower than the DLT industry-specific median wage.>’

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 RI Tax Credit program.

ORA also recommends that the DLT industry-specific median wages be used to construct the wage
requirement for each Rebuild RI applicant to account for the variance in wages across industries
and to ensure that jobs created are high-paying jobs for that industry. This will likely require a
change to the program’s governing statute. The General Assembly did take steps to ensure that
jobs associated with Rebuild RI projects are “good paying” jobs by requiring that construction
workers employed on Rebuild RI projects receive prevailing wage. However, this requirement
only applies to “construction workers.” Given the lack of data, this report does not generally

% This wage data is reported in page 50.
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analyze the median wage of construction workers on Rebuild RI projects. Rather, the wage data
sourced from Taxation is related to direct employment by the Rebuild RI applicants themselves,
or ongoing employment by firms occupying those buildings. This recommendation would apply
to all workers associated with Rebuild RI projects. Alternatively, so as not to conflict with the
prevailing wage requirement, this recommendation could be applied to all non-construction
workers associated with a Rebuild RI project.

Finding #3: No job or wage requirement is specified for the TIF projects application materials
(similarly to the Rebuild RI findings discussed above).

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 #3:

R.I. Gen. Laws § 42-64.21-6(b)(i1), 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
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 TIF 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 project will or could reasonably employ and the
associated wages and benefits be part of the application materials. Setting binding job or wage
requirements, as discussed in Findings #1 and #2 for the Rebuild RI program, will likely be more
difficult for the TIF program. TIF project agreements can span up to twenty years, and it is likely
that businesses occupying space in TIF developments will come and go over that period. Also,
ORA’s analysis does show that the median wage from jobs identified with TIF projects are more
in line with the median wage published by DLT than jobs associated with Rebuild RI projects.
However, having job and wage goals for TIF projects, even if they are not binding, will show
commitment to the statutory intent of the program and create a baseline for ORA and other
stakeholders to assess if projects are meeting those statutory goals.
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Finding #4: No separate TIF application form is available on CommerceRI website.
Related Recommendations:

» ORA recommends designing an application form for the TIF program that would contain
the program’s eligibility criteria.

Discussion Supporting Finding #4:

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 TIF 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 RI tax credit program. It is not clear if the TIF application process
follows the application process of the Rebuild RI tax credit program. Given that the TIF and the
Rebuild RI Tax Credit Act are two different programs, ORA recommends designing an application
form for the TIF program that would capture the tax benefit’s eligibility criteria underlined in the
program’s governing statute.

Finding #5: 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 annual reporting rules for Rebuild RI tax credit and TIF incentive recipients.

» 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.

Discussion Supporting Finding #5:

R.I Gen. Laws § 42-64.20-9 titled “Reporting requirements” mandates that recipients of the
Rebuild RI tax credit submit to CommerceRI and Taxation an annual report by August 1% of each
year.%° Those annual reports contain basic information about project cost and full-time employees
associated with the project. ORA recommends that the annual reports must include identifying
information of the employer (e.g., Name and FEIN) and a list of employees associated with the
development projects with information on wages and hours worked for these employees.
Collecting this wage data will allow policymakers to determine the quality of jobs added to the
state economy, provided that one of the program’s goals and objectives is to create “good-paying”
jobs and will give Taxation the necessary information to help ORA fulfill some of the reporting

0 A copy of this report is attached in appendix D.
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requirements governing this report. Furthermore, providing such information on the annual reports
will help differentiate between the jobs created by the Rebuild RI tax incentives and the ones
created by the NQJ program as discussed in Finding #1 above.

On the issue of disclosing taxes paid by the recipient firms of 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.” No exception is provided in the law governing economic development
tax incentive evaluations for the disclosure of otherwise confidential information. This data is not
provided to ORA to meet this mandate when the number of taxpayers is less than 10 as is the case
with the TIF incentive for the 2019 through 2021 period. ORA recommends amending R.I. Gen.
Laws § 44-48.2-5(a) to specifically allow for such disclosure in a tax incentive evaluation report.

Finding #6: It is unknown how much net new economic activity is attributable to the Rebuild
RI tax credit and Tax Increment Financing incentive programs.

Related Recommendations:

» Anideal 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 #6:

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

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 RI tax credit and the Tax Increment
Financing incentive programs be retained but modified according to the recommendations
described in the previous section.
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APPENDICES
Appendix A. Rebuild RI Tax Incentive Application Form

r Commerce

AADDAODATION)
Lt fr'"lu,ll'fl,f—l, ! H_,III W

Rebuild Rhode Island Tax Credit
Application Materials

Rebuild Ehode Island Tax Credit program details can be found at:
https:/feommerceri . com/tax-credits-and-finanecing!
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RBebuild Bhode | sland Tax Cradit Application
Submission | nstructions

Please submit four { 4) complete hard copies, a complete electronic copy, and a one-time, nonrefundable
application fee of $5 000 in the form of a check made payable to the Rhode | sland Commerce Corporation.

Applications can ba submitted in paraon ar by USPS registarad mail to tha foliowing add rass:
Rhode |skand Commerce Corporation
Attn: | nvestments Team
315 | ron Horse Way, Suite 101
Providence, Rl 02908

CQuestions on the application procsss may be submittad 1o nvestisnts@oom marcari.com

* FRead and review the Rules and Regulations for the Rebuild Rhode Island Tax Credit Program before
completing this application. &l eligibility requirements, includingthe Application Certification Farm,
must be metfor an application to be considered for a Rebuild Rhode 1sland tax credit. The rules and
regulations are availahle online at https://rules. sos.ri.gov/regulations/p art/270-30-00-3.

*  This application may be updated frorm time totime. Please ensure the most up-to-date version of the
application is used for 3 response. The up-to-date application form islocated here:
hitps/fcommerceri.com/wp-content/uploads/20 18/ 01/Reb uild-RI-Tax-Credit-Application-
Updated form.pdf.

*+  The Rebuild Rhode Island Tax Credit application consists of an application form, a set of required
attachments, acertification form, and 2 nonrefundable 5,000 application fee. To be considerad fora
tax credit, all items must be submitted in a single submission, organized as instructed below. Failure to
provide required information could result ina delayin the review of or rejection of an application.

* The Commerce Corporation reservesthe right toreguire the submission of additional information in
connection with any application or torequire the revision of an application.

+  anplicants approved for a tax credit will be required to enterinto an incentive agreement with the
Corporation in order to receive tax credit. The Corporation may request additional information in the
course of negotiating that agreement.

+ Al relevant attachments must be completed before the application can be considered.
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Rebuild Bhode | sland Tax Credit Application

1. Application Certification Form (MNotarized)

Tha undarzignad iz the chisf sxecutive officar or equivalant officar of the applicant with tha authaority to hind
tha company for the propossd Pebuid Rhode [ sland tax credit.

| cattify that:

+ | hava reviewsd the information contained in this application and confirtn that the statemeants mads in this
application in itz antiraty incloding allattachmants, appendices, sto. are true, accurats and complate to the
hast of my Knowledos,

+  Theapplicant hascomm tted agquity in the projsct that isthe subject of this application of not lsss than
20% of the total projact cost,

* A projsct financing gap exists for the project that iz the subjsct of this application.

*  Thaprojact mests the aligibility critaria sst forth in the rules and regqukbtions for the Rsbuild Rhods | sland
Tax Cradit Program.

+  Thaapplicant iz neither a parson subject to the Bhode Isknd Code of Ethics nor a perzon within the scops of
F.lGL 53&-14-5(h).

*  Thaapplizant has not bean convictad of bribary or attampting to bribs a public official oF am ployes of the
Rhods [sland Commarcs Corpotation or of tha Stats, has nat besn disqualified from an awandsd contract
with Rhods | sland Commsarcs Corporation or tha Stats, and has never dafaulted on work awardsad by tha
Rhods |sland Commatce Corporation or the Stata,

Marn & of Cartifying Officet:

Titk:

Signatura of Cartifying Officer: o

Date Signed:

Motarization:

Economic Development Tax Incentive Evaluation

75




Rebuild Rhode Island Tax Credit Program and the Tax Increment Financing Act TY 2019-2021

Rebuild Rhode | sland Tax Craedit Application

&, fpplicant Information

Busingss Mama

Trads Marme DB

hiailing Add rass

City Stata Zip -
Businass Phons Wabsita
Fadaral Tax D # Rl Tax ID # (if applicabls)

[] sameasFederal Tax 1D #

Buziness Sructurs (sakct one):

[] o corporation [J Lititsd Liabiity Corporation
D Limited Partnarship D I Corporation
D Zole Propristarship D Othear:
|z tha applicant ragistarsd to do businass in Bhods lzland with the Secretary of Btata? D Yas ]:| Mo

Primary Contact for Application:

Full Mams

Job Title

hlailing Add rass

City Stata Zip -

Phons Etnail
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2 Project Information

Project = City? Towwen

Projact Type (selact ana):
[] Commercial [] Pasidentizl {for Hope Communities onhy) [ Mixed Usa
Has the Division of Taxation detarminad that the pmject iz algibk for a historie tax cradit under Bl Genaral Laws

Saction 44-53 67 |l Yas | ko
If Yaz, has the davelopar applied for state historc tax cradits?

Prmoject Siza Gross Soyuare Raat (25,000 squars foot minimum)
Total Poject Cost (must match Attachment 8) 145,000,000 minirmum unless locatad in & Hope Commmunity)

Dows tha poject invobia tha convarsion, rehabilitation, or damalition of an axisting strctura?

[] s — 1 yes, datels) existing structura(s) put in servica:
—If yas, iz tha projact on the Mational Pegistar of Historic Plees ar iz eligibk to ba an the Mational
Fagistary?
] Mo

For Com marcizl and Mied-Use Projects:
Mumber of Parmanaent Jobs Occupying Project Upon Complation

For Residartial and Mied- ke Projacts:
Mumber of Residantial Units

Arnount of Applicant Equity in tha Project
Applicant Bquity Az Parcentagsa of Project Cost
Total Tax Cradit Sought
Total Tax Cradit Sought Az Parcantage of Poject Cost

Iz tha applicant seaking a sales and use tax examption forconstruction materiak and fumishings?
[ *es —Ifves, egtimatad to be [ ma

Davaloparis)

O nar|s)

Contractoris)

Legjal Counsal: Firm _Frincpal Attomey

Architect!s): Firm Principal Architact

Landar(s)
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4, Project Timeline

Perm itting and Approval

of actual of sxpactad recaipt.

Anticipatad Construction Compktion Data

Anticipated Conztruction Start Date

Anticipatad Date Projact Will Ba Opan and Opsarational

Lizt all fedaral, state, and local parmits or approvals required to complats the project, the parmitting or approving agency,
thafess paid or anticipatsd, the paermit status (a.g., approved, panding, oranticipated dats of application), and thadata

Feas paid / baia el
Parrnitf Approwa | Agency anti:iEat@d Statuz actualiexpectad
approval
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5 Required Attachments

Pleasa attach 10 the application form responses 10 the follwing prompts. Attach these items in the ordar providad balow.
Each attachmarnt should have a covar paga that dantifieztha attachmant, a.4., "Attachmant 1; Projact Summary.”

All soplicants are advisad that aty and all records (documents, corraspondancs, mamoranda, e}, recaivad or
maintainad by the Commerse Cotparation may baa matter of public- record and subjact 10 release upon a request fiom a
marmbar of tha public undar the Phoda |zland Amaessto Public Pecords Act ("APRAT ), Rl Gan. Lews Saction 38-2-1 at
2. In rsponse 10 & raguaest, the Commarca Corporation haz tha right, in itz 2ok discration, to redact or withhold
infarmation which i exampt from disclosure undar APRA, including trade secrats and commearcial or financial information
which iz of aprivileyed or confidertial nature. The Comporation recomm ands thatany portion of any attachmant
in tha apprlication that contains such mformation ba clearly lababad with tha kgand “Confidontial

I nformation.™

attachment 1; Project Summary

Provide a summary of tha project not 10 excead 2 pages in kngth. Tha summaty should includa:

o harrative description of the project, including uses | residantial, manufacturing, offica, ratail, atc.), projact
location, whether tha project involves new congtruction or adaptive reuse, size of the project, project cost,
project amanitiezand construction schedula,

o Aggregate amount of tax cradit sought and why a tax cradit of that size = essential to completion of the projact
in Phoda 1=kand.

o Statament, it applicabke, that the projact seaks waivar of tha project size and costz alighility requiranknts

o State, if applicabla, that the projact seaks o waivar of tha project cost requiremants bacausa it is bcatad in a
Hope Community (Central Rallks, Pawtucket, Povidancae, West Waryick, and Woonzockat),

attachment 2; Site Wap

Prowide a map that shows the project sita and includes the municipal tax asmessor's parcal identification numbsar for aach
parcal invalvad in the projact site. Provide asecond map that shows tha project sitaand itz immediate surroundings.
Both maps should be 11217,

attachment 3 Site Control

Prowide a list of @ach parcal involvad in the projact site, identified by the municipal ta assessorspareel dantification
numbar, and the status of the site control for azch (e.g., owned, under contract, in hagotistions, ete). Attach tothat list
documsantation aevidancing the axisting site control (a.g., dead, contract, lsasa, &tc.).

attachment 4 Commercial Uses [required only for Commercial and Mixed-Use projects

Identify tha prospactive businessl«s) that will or could reasonably occupy the project oncae complketa, tha principal
products and saervicesproduced or swpplied by zuch businessies), the anticpatad number of full-tirse employess the
huzinesses) willor could reasonably employ and the sssockted wages and benefitsprovided. Includa the principal &-
digit MAJCScodals) for the occupant businessias) that are prasantly keown. T the project & not for commercial or mised
uza, indicata "MA" (Mot Applicabla).

attachment & Residential Breakdown [required only for Residential and Mixed4Jse projects)

Prowide tha numbarof units in the project, a description of the unit sizes and Byouts, and projectad sak or lease prices
for @ach type of unitflayout. ITnaddition, if the project includes Affordable or Workforee Housing, pleass include asan
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addandum anaffordability matix datailing the parcantage, incomsa limit and tarm of Affordabk or Workforee Housing
status.

If the projact iz not residantial or mied use, indicate " WA (Mot Applicahla).
Forpurposes of the Baouild Phods |sknd Tax Credit Program, the following definitions applhy:

Affordabke Housing means housing for sak or rent with combined rartal cogts or combinred mortgace ban debt
satvica, propetty taxes, and required insurance costs that do not excead thiry parcant (309 of the gmoss an nual incoms
of a housahold @arning up 10 eighty parcent (809) of the area maedian income, az defined annually by the United States
Dapartmant of Housing and Udan Davalopmant. According to 2016 HUD income quidalines, 80 parcent of madian Rhada
l=land family income fora fourparzon household equals $58,800. In datarmining the affordability of a speacific unit, the
Comparation will refarence U5 HUD income limits by household size in acordance with the size of the unit undar raview
—faraxampk, a unit i zubjact tothe incomse thresholds for a househald with ore mora househaldar than the numbear of
bedrooms in the unit (e.g. a four-parson househald will require 3 threa-bhadmom unit).

Weordcforco Housing means housing for sak or rantwith combinad anhual raktal costs or combined annual morgags
loan dabt sarvice, proparty taxes and requirad insurance costs that do ot exceed thirty parcant (3094) of tha gross
ahnual ihcoma of a household eaming batwaan eighty parcant (0%} and one hundred and forty percant {1409 of the
araa madian income, azdatined annually by the United States Dapartmeant of Housing and Uhan Devalbpmant. According
to 016 HUD incomse guidelinegs, 80 pamant of madian Fhoda [zland family incomea for a fourperson household aquals
58,800, 140 parcant equalz$102,900. [n detarmining the "workfores housing” status of aspecific unit, the Corparatian
will refaranca LS HUD income limits by household zize inaccordance with the size of the unit undar raview —for
axamphke, & unit i subjact 10 tha incoma thresholds for a household with one more houssholdar than tha numbar of
badrooms in the unit (2.9, afour-person housshold will require a threa-bedroom unit).

attachment & Renderings

Pravide am-hitectural elevations, massing plkans andfar randarings for the project.  These drawings should be ho largar
than 11317 inches.

attachment 7 Description of Project Financing

Provide a detailed description of projact's financing, which shall includse all sourcesand amountsof funding, projected
intarnal rate of rtum, nat mamin, returh on invastmeant, and cash on cazh vied. Include number of kendars spprozchad
and thair history with applicant if any. Claarly dentify the source of tha aguity being ued to satisfy the reguiremant that
the applicant has committad at lsast 2094 equity in the projact,  Attach all funding commitmants, including any kndar
commitmant lettaris), aquity support agreamant(s) ar ather evidence of committad firmncing. [nclude infarmation an
how tha soplicant intends to bridge the requested Rebuild Tax Cradits

&ttachment & Detailed Project Cost

Provida a detailed line temn broskdown of projact costs. Tha braakdown should identify any costs incurred 22 of the data
of thiz application, and the date the cost was incurrad, Acquisition cost should be supported by compatabks, an
appraizal, or othar docurmsentation. ldentify, quantify, and break out searataly all affiliate costsfpayrants to the
davalbpear andiar affiliatas

I naddition, if the project i= sedking & saks and use tax exemption, thizhreakdow n shoul isolata tha amaount of sales
and use ta that would be subjact to that exemption. Far refarence, the salazand usa tax exemption, which & grantad at
tha discration of the Comparation, isavailzhle for purchasses of the follibwing classesof personal propaty (anly 1o tha
axtant utilized diractly and exclusivaely in the pmojact): (1) furniture, fixtures and equibmant, ewaept automobilas, trucks or
othar mator vahicks; ar (21 zuch othar matarials, including construction matariak and supplies, that ake depraciabk and
hawa a u=atul lite of ona yaar or mare and are essantial 1o tha projact.

attachment & Financing Gap and Tax Credit Requested

Rabwild Bhoda lsknd tax cradits ara only availabla if the project haz a financing gap. A financing gap, defined halow, i
the financing shonfall that makes a project unlikaly 10 be accomplished by private antarprise in Rhode 1sknd without the
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racaipt of the rquested tax cradits. Any tax cradit awardad 10 a projact cannot excead the project’s finanzing gap.

I h thiz attachrmant, sat forth thaamount of tha tax cradit zought and demorstrata that it does not @cead tha projact
fihancing g2p on thaprojact. A financing gao can taka ona of two farms: (1) an intarnal financing gap ar (21 a
competitiva finanzing gap.

An mtarnal financing g3 is that part of tha total project cost that remains 1o be financad aftar all othar sourcas of
capital hawa baah accountad for, including, but pot limited 1o, applicant’s aquity, 2 reasonabke assumptionof debt on tha
projact, and any athar capital soumcs that i reasonebly availkbk given the nature of the project. Todemonarata an
intarnal firancing gap, the applicant must indicate the minimum @xpectad retum or profit needad to procaad with the
projact.

A compsoetitiva financing gagy i the amount of funds nacessary 10 gain & compat itive advantage ovar avishlea
compatshla beation in anothar state. To damonstrate acompatitiva financing gap, tha aspplicant must prasant adatailad
ahalyziz that demonstrates the capital and cparating cost diffarential batysaan the alttarnativa locEtion and the Bhoda
Izland bcation. To tha extant that the analysis ralies on the racaipt of govarnmant incentivas fram the jurisdiction of tha
altarmativae lcation, an incantive offer kttarfrom the othar jurisdiction should be includad.

&ttachment 10: Rehuild Rhode Island Tax Credit allocation [if applicable)

Fabuild Bhode Izknd tax craditz are provided in five aqual annual installmants, the firzt of which iz availabla aftar tha
projact i plasad in sarvica. Thata iza stiong prasumption in fawor of thisdetault allocation.

Anapplicant may, howsavar, request adiffarant annual albcation, which the Corporation may grant in its @ole dissration.
Ay altarnative allbcation must, at & minimum, meat the following critaria: (1) there must ba at kast four annual
ingallmants, and ho mora than fiva; (2) any individual annual installmant must not @cead 5064 of the total cradit amaount
awatdad; and (3} any individual annual installmant rust not fall balow 1594 of the total credit amount aswarded.

If maaking an altarnative allocation, pkase provide adescription and table of the alternative allocation being sought and
provide a justification for why this alternative allocation i hecessary forthe project to procead.  Motwithstanding sty
raquest for an akernative allocation, the Commercs Comporation resarves the right to approve a projact subjact 1o a
diffarant allocation thantha ona raquastad.

If smaking tha dafault alibcation, indicata “MNA" (Mot Applicshia).
a&ttachment 11 Pro Formas

Ihlude two 11 -year cparating pro formas, assuming (a) the project recaives tha Febuild Bhoda Izland tax credit in the
armount requested and (b)) the project does not racaive any Febuild Bhode 1gland tax credit. |n both cases, provide all
azzumptions and avaikbble supporting documantation such a2 markat udies or comparablas,

Identify, quantify, and braak out separataly all affiliate cozts/pay ments to tha developear andfor affiliates.

Ihluda axcal varzions of praformas in elkect ronic submission.

&ttachment 120 Tax Stahilization Agreement

11 iz tha @xpactation that the applicant has sought attarnativa sourcas of financing such as through a tax stabilization
agraamant. Stata whathar the project has recaived a tax stabilization agraemant fram tha municpality whara it i
locatad. |f not, describe the commercially ressonable effors the spplicant has or will taks 10 obtain such an agraamsnt,
at axphain why such an ajreemant iz not baing sought.

attachment 13 Cther Incentives

Lizt all faderal, stata, and local incentives, grants, tax creditzor othar aid {with the excantion of local tax stabilization
agraamants) that will or may ba raceivad of raguastad for tha praject, and tha statusof the spplication for sach. 1
applicabla, includa tha lattar from tha Division of Taxation indicating the pmojact's position in the stata Historc Tay
Cradit quaua.
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attachment 14 Business Plan or Market Study

Dratail tha major risks, business drivars, and financil opportunities far the project. Attach any business planis) and'or
matkat study (kes) complatad for the projact.

&ttachment 15 Benefits and Catalytic mpact

Prowide an assezzmant of the projact’z banefitz and catalyvtic economic and real estata davabpment impact. Fekwant
critaria include, butara not limited 1o, increasing parmanant employ ment, catalyzing private invagmant, anhancing fate
and bcal ravenues, neighborhood ravitalization, <limination of blight, ruse of vacant or underutilized buidings, and
anvimnmantally-zustainable development. Thiz assessmant should include qualitative and quantitative componants,
astimatesand projections should be supportad by avidanca.

attachment 16 lohs Creation

List tha nurber, anticipated stant datas, and anticpated wage and benefits for all pemanant jobs that will be located at
the project. Indicata tha number of new jobs to Fhodea [sknd, with an explanation of why thoss jobz ara in fact rew to
Rhoda [sknd (azopposed 1o @xisting jobs within the stata that are being relocatad 1o the new facility).

Prowide a separate list with tha numbear, timing (start and end data), duration, and anticbatad wage and banefits lavals
for all canstruction jobs.

attachrment 17 Chwriership Structure

Pravida an arganizational chart and narraf va dascrption of the ownarship structure of the devalopmeant and ownarzhip
antities; include the names and ownarship intarestz of individuals) involvad in @ach. The financial relationzhip of @zch
antity must be accumtaly dascrbead.

attachment 18 Experience

Desribe the exparience davaloping andfor cparating projects similar to tha propossd project farboth the spplicant and
tha parsonnel primarily responshlke for the project. Besumes of kay personnal should be providad asweall.

attachment 1% Return an Incentive

O factor rakevant 10 the Comporation’s raview of the application i whathar thara axistz an opporttunity for the
Comoration (or the State of Bhode [sknd) 1o recoup ar recaeive a return on allar portion of the sales tax examption or tax
craditzprovided to apraject by virtue of a raceipt of an equity stake ar othar interast in or rturn from the projact. If
applicsbke, pleaze include a desctiption of any such cpportunity. Ctherwise, indicate "MNFAY (Mot Applicablke).

attachment 20; Additional Credit Eligibility [if applicable)

If an agoreyate ta cradit in axcess of 209 of the pmjact cost is baing sought, the project rmust maat ona or more of the
ctitaria st forth below. 1f the project i aligibk for one or more of the following critaria, it may be aligibk 1o recaiva a
tax cradit in an aggragate amournt equal 10 a finansing gap of up to 30% of the project cost. |f thaproject is not eligbk
for ana ar mara of the following criteria or has a financing gap of 2095 of the project cost or kess, indicata "MEAT (Mot
Applicabla).

Attachmant 20-1: Historic: Structurz

Tha project incdodes Adaptive Fewsa or devalopmant of a Bacognized Historical Struchura. |1 seaking to
qualify for additional credits under this criterion, the spplicant should dentify @ach histaric gructurs invabvad in the
prajact and, for sach, identify whathar it i (i) lietad individually on the national registar of hiztoric places; (i) listed
individually in the state ragister of higtoric places; or (i) lomtad ina registerad historic district and cartified by aitharthe
RBhodsa Isknd Histarical Preservation & Haritage or the Secratary of the [ntarior az being of histaric sig nificance 10 tha
district. 1T nana of (i}, (i), or (i} 2pply 1o tha project, describe and provide avidence for why the structure iz commonby
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considered 1o be of historic or cultumal significance. Finally, the applicant should describe how the poject and its design
will rehabilitate histotc propartias andfor enhancse a higoric district.

Attachrment 20-2: Targataed | ndustry

Tha projact Bundartalien by of for a Targated Industry. Az of the date of thiz apolication, fargeted industries ara
the following:

+  Biomedical | nnowvation

+ | TfSoftware, Cybat-Physical Systems, and Data Analvtics

+  Dafarea Shipbuiding and Maritirna

+  Advancad Business Satvices

+  Daszign, Food, and Custorn Manufacturing

+  Transpartation, Distrbution, and Logistics

+  Arts, BEducation, Hospitality, and Tourism

If saaking to gqualify for additional credits undar thiscritarion, describa the project's impact on the tamgatad industry, both
at tha project site and itz potantial to enhance the industne's prasencs, officiency, and output in the stata. This
aszezzmant should include gqualitative apd quantitative componentz, and estimatesand projections should ba suppotad
by avidanca.

Attachrnent 20-3: Transit Criented Devalopriant Ares,

Tha Froject is located ina Transit Oriented Devalopmant Area. Under this program, transit ariented devalopmant

cah taka one of two forms:
+  Public-trnsit arientad davalopmart i davelopmant that is in closa proximity 1o, compatiblka with, and supportiva

of public- transit,

+  Fraight-transit oriented daveloprent izdavalopmant in an ares with ready access 1o fraight rail, air, andior
marina transportation whara manufacturing, warahousing, distribution, and fraight forvarding oparations ara ar
could be losatad.

A project can qualify for an additional tax cradit if it iz beated in eithar a public-transit aor freight transit orkentad
devaelbpmant area. An applicant can demonstate qualification for thizadditional tae cradit asfollows:

Puklic- transit oriasnted davalopmeant araa

If tha spplicant izproposing a ey designation of a public-transit odented devealopment area, it should includa in the
application the fallowwing:

+ A map delinsating the public-transit orientad devaloprent areaand dentifying the public transit within the area
and the aoning in the arsa. A description of the rationala for the area’shoundaries zhould ako be includad.

+  Bvidence of the municpality s commitmant to transit orientad devalbprant in the proposad akea, v the fom of
zoning ordinancsss, plnning documents, et This aevidanse should reflact planning for compact, mixed-usa,
padestrian-friendly, transit-supportiva ar -related devalopriant.,

+ Lzt and describe tha following:

o The modas of public transit that currently serve the aka,

o Exigting or plnnad infrastructure to make the area mare conduciva to padestian and bicycle trangaort.

o Existing andfor planned public amenitiesat the transit facility that wera initiatad by the municipality, «.4.
patks civicspacas, public art, mamarials, tourist information boaths, wayfinding signage.

+  Adescription of how tha project will @nhancs transit orientad devalopreant within the akea,

+  |dentify and describe additional keal @state davalopment withinthe proposed ares, beyond the pmject site, whare
transit oriented devalbpment — P2, compact, mixad-use, pedestrizn-friendly, transit-supportive aor -rakltad
devalopmant — hazoccurrad or Epknned. For plnned pojects, provide a brief statemant of the projact status

Fraight-transit of kanted transit deva b pmantarsa
Altarnativaly, if the projact hasa fraight componant, tha spplicant can satisfy thiz critaron by demonztrating that tha

projact i anareawith ready aceess 1o fraight rail, air, andfor marine transportation whata manufacturing, warahousing,
digrbution, and fraight forwarding operations are or could be locatad. An spplicant sedking 10 makse thizdemonstration
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should includa:

+ A map delineating the proposed or axigting freight-transit oriented developrent akea, A description of the
ratiohake fartha area’shoundaries should alzo be includad.
+  List and dascribe tha fallowing:
o Tha modaz of fraight transit that currantly sarve the ares, and any Sapstakan 10 intagmta thase modas.
o Existing or plannad infrastructure 10 makse the arez more conducive 1o fraight transit,
+ A description of how the projact will enhanca fraight-transit odented daveloprnatt within the arss,

Attachriant 20-4: Affardabk and Workfores Housing

Tha Project nciudas Besidantial davalopmant w ith at laast twanty parcant { 200; ) of tha Bestdential units
dasiynatad as Affordabla Housing or Workforca Housing. [ seaking 1o qualify foradditional cradits under this
critarion, the applicant should zat forth the numbar of affordshla or workforze housing unitz tobe made avaikbla, the
speacfic incorma limits that will be placed on thosa units, and the duration of tha commitrant to maintaining affordsbility
at thoze limits. The Corporation will grant preferance 1 applicationsthat commit to maintain units s affordablke fora
longar pariod of tima and at greatar affordability (e, Dwarpricad) kvals.

Attachrmant 20-5: Industtal Propaty Remadiationand Reuse Poparties

Tha PFrojact nclodas the Adaptive Baase of propsarty subject to tha requiremeants of tha Industrial Property
Pomadiation and Bouso Act Pl Gon. Law= % 22-1914-1. To satisfy this critarion, demonstrate that the project =
locatad an property that iz subject 1o Industrial Property Bemadiztion and RBeuse Act and descrbe the ramediation efforts
the projact will includa,

Attachmant 20-6: Sustainabla Davalopmant

Tha Froject ndudes Commearcial facilities corstructed inaccordancs with the minmum snyirenmental and
sustanability standards, pursuant to LEED of othar aquivabant standard=. To satisfy thizcritation, idaentify tha
anvimnmantalzustainability standard tha project will meet (2.9., LEED, LEED =ilvar, LEED gold, LEED plkatinum) and
deschiba how the project meats that standard. |f proposing 1o meat astandard othar than LEED, explainw by that
standard iz & kast asenvironmantally friendly as LEED.

Attachment 21 Can flict of Interest Disclosures

Provide (1) tha full reme and address of @ach individual who i an ownar, pattnar, orinvestar, ar otherwise holds an
intarazt in an spplicant, aithar individually ar through ona ar mare othar antities (axcant that individ uals having an
intarazt in an spplicant by virtue solaly of ownarship in 2 publicly-traded corparation nead nat ba listad); (2) a complata

liet of @ach antity halding an interast in the spplicant; and (3) 2 complata list of azch officar, diractar, or managarof tha
applicant.
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Appendix B: Breakdown of Targeted Industries by Specific NAICS Codes

Rhode Island Employment and Wages by Target Industry (TY 2021)

Annual

Target Industry  NAICS code Industry Employment Average Annual Pay Average Weekly Wage
B1omed'1cal 5417 Sc1ept1ﬁc research and development 1045 $109.017 $2.096
Innovation services

5415 Computer systems design and related 8.638 $107.206 $2.062
services
IT/Software, 5112 Software publishers 784 $144,737 $2,783
Cyber-physical ; ;
systoms, Data 5182 l)ea;:/ai Cpersocessmg, hosting and related 509 $134,423 $2.585
5191 Web. sqarch portals and internet 850 $142,031 $2.732
publishing
Defense
shipbuilding and 3366 Ship and boat building 5,246 $202,777 $3,899
maritime
5416 Maqagement and technical consulting 3.250 $99.400 $1.912
services
Advgnced business 5413 Archltecmral, engineering, and related 4200 $83,508 $1.606
services services
5511 Managgrnent of companies and 12,300 $141.256 $2.716
enterprises
5414 Specialized design services 497 $71,284 $1,371
3399 Other miscellaneous manufacturing 3,108 $61,236 $1,178
3345 Electronic instrument manufacturing 2,814 $86,787 $1,669
Design, food and 3397 Medical equipment and supplies 1,471 $64,502 $1,240
manufacturing
custom Other electrical equipment and
manufacturing 3359 quip 550 $74,560 $1,434
component mfg.
3252 Resins & synthetic rubbers 304 $66,138 $1,272
3344 Semiconductors 707 $75,172 $1,446
3254 Pharmaceuticals 1,320 $116,717 $2,245
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3259 Miscellaneous chemicals 0 $0 $0
3279 Stone & mineral products 430 $72,216 $1,389
722 Food services and drinking places 39,826 $25,282 $486
Transportation,
distribution, 48-49 Transportation and warehousing 14,873 $191,961 $3,692
logistics
Education 61 Educational services 44,026 $269,728 $5,188
Hospitality, Arts, 71 Arts, entertainment, and recreation 7,481 $150,737 $2,899
Tourism 721 Accommodation 4,993 $34,933 $672
Total 159,321
Average $105,234 $2,024

Source: Bureau of Labor Statistics, Quarterly Census of Employment & Wages

Note:

Employment, Annual Pay and Weekly Wage is based on Private employment only.
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Appendix C: Additional Breakeven Scenarios

The following table presents a sensitivity analysis of the TIF 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.

TIF & Rebuild RI
Detailed Economic & Revenue Impacts (Average TY 2021 Through 2040)

Policy Variable Percentage Assumed

100% 90% 80% 70% 60% 50% 40% 30% 20% 10% 0%
Economic & Revenue Impacts Calculated
Total Employment 1,198 1,069 940 812 683 554 426 298 169 41 -88
Private Non-Farm Employment 1,156 1,036 917 797 677 558 438 319 200 80 -39
Govt Employment 4 3 2 1 1 0 -1 2 -3 -4 -5
glvlf;ﬁ)gyem(;‘l’l‘t‘s"““i““ 100 90 79 68 57 46 35 24 13 2 9
Intermediate demand 6 5 5 4 3 2 1 1 0 -1 -2
Investment Activity Demand 90 81 72 68 53 44 35 25 16 7 -3
Other Demand 4 3 2 4 1 0 -1 -2 -3 -4 -4
Total GDP ($000) $93,023 $82,991 $72,962 $62,933 $52,904 $42,873 $32,843 $22,812 $12,781 $2,749 ($7,279)
Generated Revenues by
Component ($000)
Personal Income Tax $2,025.1 $1,804.3 $1,583.7 $1,363.1 $1,142.5 $921.9 $701.3 $480.8 $260.2 $39.6 -$180.7
General Business Taxes $689.3 $616.0 $542.7 $469.4 $396.0 $322.7 $249.4 $176.1 $102.7 $29.4 -$43.9
Sales and Use Taxes $2,233.2 $1,991.0 $1,749.0 $1,507.1 $1,265.1 $1,023.1 $781.1 $539.1 $297.0 $55.0 -$186.9
Other Taxes $103.4 $92.1 $80.9 $69.7 $58.5 $47.2 $36.0 $24.8 $13.6 $2.3 -$8.9
Total Departmental Receipts $964.8 $859.1 $753.6 $648.1 $542.6 $437.0 $331.5 $226.0 $120.5 $15.0 -$90.3
Other Sources $849.3 $756.3 $663.4 $570.5 $477.6 $384.7 $291.9 $199.0 $106.1 $13.2 -$79.5
Cost of Incentive ($000) ($5,596.9) ($5,596.9) ($5,596.9) ($5,596.9) ($5,596.9) ($5,596.9) ($5,596.9) ($5,596.9) ($5,596.9) ($5,596.9) ($5,596.9)
Total Net Revenues ($000) $1,268.3 $522.1 ($223.6) ($969.1) ($1,714.6) ($2,460.1) ($3,205.7) ($3,951.2) ($4,696.7) ($5,442.3) ($6,187.2)

Source: ORA calculations based on historical Rhode Island revenue amounts and REMI Tax-PI simulations.
Note:

The employment impacts were averaged across tax years 2021 through 2040.
The GDP and revenues impacts were summed across tax years 2021 through 2040.
The total net revenues represent the difference between the sum of generated revenues and the cost of the tax incentive.
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Appendix D: Rebuild RI Annual Report

EXHIBIT F
STATUTORY REPORT UNDER RIGL §42-64.20-9

I | (*Company™) makes this Statutory Report on the [ ] day of
[ , 20[_1, pursuant to Section 6.2.2 of that certain incentive agreement between
Company and the Rhode Island Commerce Corporation (“the Corporation”) dated [ ].
Pursuant to R.I. Gen. Laws § 42-64.20-9, Company certifies that this Statutory Report has been
filed with the Corporation and the Division of Taxation no later than August 1*, Further pursuant
to R.I. Gen. Laws § 42-64.20-9, Company hereby makes the following report:

1. The total number of full-time employees employed at the projectis [ ] as of

A

2. The total cost of the project was [ ]as of [ ):

3. The total cost of materials or products purchased from Rhode Island businesses was

[ ] as of [ ].

I certify that the above information is true and accurate to the best of my knowledge and

belief.

Company Date
By its:
Name:

Upon completion, this report shall be sent to the following:

Attn; Investments Team Rhode Island Division of Taxation
Rhode Island Commerce Corporation 1 Capitol Hill
315 Iron Horse Way, #101 Providence, RI 02908

Providence, R1 02903
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