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The Office of Revenue Analysis erred in its July 2012 Revenue Assessment Report by
incorrectly allocating the expected FY 2013 enacted revenues from the 2012 Tax Amnesty Act
across all 12 months of the fiscal year. The 2012 tax amnesty did not begin until September 1,
2012 and runs through November 15, 2012. Given this timeframe, it was not possible for the
State to collect any revenues from the tax amnesty in July of 2012. The original State of
Rhode Island Revenue Assessment Report that was issued for July 2012, however, included
tax amnesty revenues in the determination of expected FY 2013 enacted revenues. As a result,
the expected FY 2013 enacted revenues included in the July 2012 report were overstated. This
CORRECTED version of the report corrects for this error and a calculation error that
occurred in determining the expected FY 2013 enacted insurance companies gross premiums
tax revenues.

The monthly revenue assessment report compares revenue collections on a fiscal year-to-date
basis to the Office of Revenue Analysis’ fiscal year-to-date estimate of revenue collections based
on the current fiscal year revenue estimate. It should be noted that the fiscal year revenue
estimate will vary over the course of the fiscal year as the Revenue Estimating Conference (see
RI General Law § 35-16-1) convenes and modifies the revenue estimates originally enacted by
the General Assembly.

The purpose of the Revenue Assessment Report is to give readers a sense of how the state’s
revenue collections compare to those that might be expected if the official revenue estimate was
being met in a predictable way. Caution should be exercised when interpreting this report as
actual collections may vary significantly from past collection patterns. In addition, it is



important for the reader to understand that enacted and adopted revenue estimates are made on
an accrual not a cash basis. Revenue accruals are not determined until at least one month after
the close of the fiscal year in June. Thus, even if the assessment of actual fiscal year-to-date
revenue collections trails the fiscal year-to-date revenue estimates, it is possible for the fiscal
year end accrual to make up any shortfall.

Reference to the term “enacted” FY 2013 expected year-to-date revenue collections includes all
revenue changes signed into law by Governor Chafee on June 15, 2012 as part of the FY 2013
enacted budget and any items with revenue impacts that passed outside of the FY 2013 enacted
budget. The items passed outside the FY 2013 enacted budget include an increase in the rental
vehicle surcharge to 8.0 percent, the expansion of the Middletown enterprise zone making more
businesses eligible to receive the enterprise zone wage tax credit, and the exemption of qualified
sales of manufactured and mobile home parks from state and local real estate transfer taxes. Of
these three items it is estimated that the increase from 6.0 percent to 8.0 percent in the rental
vehicle surcharge and the decrease in the State share of the total rental vehicle surcharge from
50.0 percent to 40.0 percent will generate $193,333 in additional revenues within the rental
vehicle surcharge component of motor vehicle license and registration fees. With respect to the
other two changes the fiscal impacts are de minimus and are not included in the “enacted” FY
2013 revenue estimate.

CORRECTED Estimates of Enacted FY 2013 Revenues

In order to determine the expected monthly and fiscal year-to-date revenue collections based on
the enacted FY 2013 estimates, the Office of Revenue Analysis first determines the average
percentage of total adjusted cash collections that occurred in a given month over the past five
fiscal years. For inheritance and gift taxes the past ten fiscal years are used. The average
percentage for each month was adjusted to account for the flow of expected FY 2013 enacted tax
amnesty revenues. For monthly estimates, these percentages are applied to the enacted FY 2013
estimate for each revenue item. For fiscal year-to-date estimates, the monthly percentages are
summed and then applied to the enacted FY 2013 estimate for each revenue item. Given that
July is the first month of the fiscal year, these estimates are the same in this report. In the case of
other miscellaneous revenues, the actual monthly and year-to-date collections are used in place
of estimates due to the discrete and unpredictable nature of the timing of these receipts.

Thus, for example, the enacted FY 2013 revenue estimate for the health care provider assessment
is $42.2 million. The average percentage of adjusted cash total health care provider assessments
that were collected through July of the fiscal year over the past five fiscal years adjusting for
expected FY 2013 enacted tax amnesty revenues is approximately 8.0 percent. For the month of
July, the relevant percentage is also 8.0 percent. These percentages are applied to the enacted
FY 2013 estimate for the health care provider assessment to yield the monthly and fiscal-year-to-
date July estimate of enacted FY 2013 health care provider assessments of $3.4 million. This
process is repeated for all enacted F'Y 2013 revenue items except other miscellaneous revenues.
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The table below provides the rounded five year or ten year average percentages for monthly and
fiscal year-to-date collections for July adjusting for expected FY 2013 enacted tax amnesty
revenues for personal income tax final payments, business corporations taxes, insurance
companies gross premiums taxes, health care provider assessments, sales and use taxes,
inheritance and gift taxes, and departmental receipts:

Percent Collected Percent Collected
Revenue Item Month YTD Revenue Item Month YTD
Personal Income Tax Motor Vehicles Fees 6.5% 6.5 %
Estimated Payments 1.8 % 1.8 % | Motor Carrier Fuel Use 34% 34%
Final Payments 1.6 % 1.6 % | Cigarettes Tax 9.1% 9.1%
Withholding Payments 73 % 7.3 % | Alcohol Excise Tax 105% 10.5%
Refunds & Adjustments 2.4 % 2.4 % | Inheritance & Gift Tax 8.7 % 8.7%
Business Corporations Tax 39% 3.9% | Racing & Athletics Tax 8.0 % 8.0 %
Utilities Gross Earnings Tax 0.5% 0.5% | Realty Transfer Tax 9.9 % 9.9 %
Financial Institutions Tax -13 % -1.3% | Departmental Receipts 4.8 % 4.8 %
Insurance Gross Premiums Tax 03 % 0.3 % | Lottery Transfer 0.0 % 0.0 %
Bank Deposits Tax 1.9 % 1.9 % | Other Misc. Revenues n/a n/a
Health Care Provider Assmnt. 8.0% 8.0 % | Unclaimed Property 0.0 % 0.0 %
Sales and Use Tax' 92% 92 %

! Percentages are a weighted average of the standard monthly and fiscal year-to-date percentages for base
sales and use tax adjusted cash collections and monthly and fiscal year-to-date percentages calculated by
the Office of Revenue Analysis for sales and use tax revenues generated by the expansion of the State’s
sales and use tax base that went into effect on October 1, 2012. See below for a more detailed discussion
of this methodology.

It should be noted that the health care provider assessment consists only of an assessment on
nursing homes. Racing and athletics taxes consist of a tax on simulcast wagering. In addition,
the “Percent Collected” for the month and year for departmental receipts is calculated excluding
hospital licensing fee revenues, which are large, generally made only once in the fiscal year, and
not always at the same time each fiscal year. Finally, the lottery transfer does not begin in a
given fiscal year until August while the unclaimed property transfer occurs in June of each fiscal
year.

The FY 2013 revenue estimates enacted by the General Assembly and signed into law by
Governor Chafee by revenue item are as follows:
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Enacted FY 2013 Enacted FY 2013
Revenue Item Estimate Revenue Item Estimate
Personal Income Tax Sales and Use Tax+ $887,558,055
Estimated Payments $ 200,000,000 Motor Vehicles 47,893,333 *
Final Payments+ 182,356,603 Motor Carrier Fuel 1,100,000
Withholding Payments 996,000,000 Cigarettes 138,053,896
Refunds Paid (291,500,000) Alcohol 12,200,000
Net Accrual (6,000,000) Inheritance & Gift+ 35,148,959
Business Corporations Taxes+ 133,251,413 Racing & Athletics 1,200,000
Public Utilities Gross Earnings 100,100,000 Realty Transfer 5,900,000
Financial Institutions Taxes 1,700,000 Departmental Repts.+ 342,094,537
Insurance Co. Gross Premiums+ 89,825,327 Lottery 387,553,420
Bank Deposits 2,100,000 Other Misc. Revs 4,440,000
Health Care Provider Assessment+ 42,206,533 Unclaimed Property 7,900,000
Total General Revenues”™  $3,321,082,077

* Includes $193,333 attributable to the changes in the rental vehicle surcharge that were passed outside of
the FY 2013 enacted budget.

+ Expected FY 2013 enacted tax amnesty revenues are included in the estimates for personal income tax
final payments, $3,012,820; business corporations taxes, $351,413; insurance companies gross
premiums taxes, $25,327; health care provider assessments, $6,533; sales and use taxes, $4,422,830;
inheritance & gift taxes, $248,959; and departmental receipts (interest on overdue taxes), $2,827,042.

~ Total General Revenues includes the net accrual for the personal income tax which is estimated to be
$(6,000,000) in the enacted FY 2013 budget.

It should be noted that the enacted FY 2013 revenue estimate for sales and use taxes is $887.6
million. The Office of Revenue Analysis has determined that this figure is comprised of $876.6
million of “base” sales and use tax revenues and $11.0 million of “additional” sales and use tax
revenues generated by the expansion of the State’s sales and use tax base effective October 1,
2012. (Sales and use taxes collected in October 2012 will not be remitted to the Division of
Taxation until November.) Beginning in November, the Office of Revenue Analysis will alter
the methodology for estimating FY 2013 expected revised sales and use tax revenues to account
for this change in the sales and use tax base.

In particular, the standard methodology for estimating expected FY 2013 revised sales and use
tax revenues was used to determine the monthly and fiscal year-to-date expected FY 2013
revised “base” sales and use tax revenues. That is, average percentages based on the ratio of
monthly adjusted cash collections to total fiscal year adjusted cash collections for July through
June for the past five fiscal years were calculated adjusting for expected FY 2013 enacted tax
amnesty revenues. This percentage is 9.2 percent for the month of July which was applied to the
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$876.6 million of estimated “base” sales and use tax expected FY 2013 enacted revenues to
arrive at monthly and fiscal year-to date estimates of $81.4 million.

Once these “base” expected sales and use tax revenues are determined, the “additional” expected
sales and use tax FY 2013 enacted revenues due to the expansion of the State’s sales and use tax
base are estimated. In this case, average percentages based on the ratio of monthly adjusted cash
collections to total adjusted cash collections for November through June for the previous fiscal
year are calculated. The Office of Revenue Analysis does not calculate any expected
“additional” revenue from the sales tax base expansion in the enacted FY 2013 budget for the
July period since the “additional” sales tax revenue will not be remitted to the Division of
Taxation until November 2012. It should be noted that the enacted FY 2013 sales and use tax
estimate does include revenues from the expansion of the sale tax base that occurred in October
2011. It is assumed that the revenues from the October 2011 sales tax base expansion will be
collected as under the base methodology.

The estimates of expected FY 2013 enacted “base” sales and use tax revenues and expected FY
2013 enacted “additional” sales and use tax revenues are then summed to arrive at total expected
FY 2013 enacted sales and use tax revenues. For the July period, the expected FY 2013 enacted
sales and use tax revenue is only the “base” sales and use tax revenues, since the “additional”
sales and use tax revenues will not be realized until November 2012. Thus, only expected FY
2013 enacted base sales and use tax revenues adjusted for expected FY 2013 enacted tax
amnesty revenues are reflected in the monthly and year-to-date estimate to actual tables.

CORRECTED Results for Year-to-Date FY 2013 through July 2012

The table CORRECTED Year-to-Date Estimate to Actual gives the results for the first month of
FY 2013. As is apparent from the table, the Department of Revenue finds that corrected fiscal
year-to-date July adjusted cash collections for total general revenues trail expected revenue
collections based on the enacted FY 2013 revenue estimates adjusted for expected FY 2013
enacted tax amnesty revenues by $2.0 million, or -1.0 percent. In total taxes, the variance from
the expected FY 2013 enacted revenues is $3.6 million, or -1.9 percent. For departmental
receipts, the difference from the expected FY 2013 enacted revenues is $1.6 million or 16.0
percent. For other general revenue sources, fiscal year-to-date July adjusted cash collections are
equal to the expected FY 2013 enacted revenue estimate by assumption.

It is important to note that one revenue item in addition to departmental receipts has adjusted
cash collections that exceeds expected FY 2013 enacted revenues by $1.0 million or more.

e Business corporations tax adjusted cash collections are $1.3 million or 25.6 percent more
than expected FY 2013 enacted revenues adjusting for expected FY 2013 enacted tax
amnesty revenues.

Public utilities gross earnings taxes, realty transfer taxes, financial institutions income taxes,
health care provider assessments, racing and athletics taxes, and motor carrier fuel use taxes
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adjusted cash collections are all greater than expected FY 2013 enacted revenues but by less than
$1.0 million through July of the fiscal year.

On the negative side, three revenue items have adjusted cash collection that trail expected FY
2013 enacted revenues by more than $1.0 million.

The largest shortfall is in personal income tax adjusted cash collections which trail
enacted FY 2013 expected revenues adjusting for expected FY 2013 enacted tax amnesty
revenues by $1.8 million, or -2.5 percent, with the difference being attributable to
withholding being less than expected FY 2013 enacted revenues by $4.1 million and
refunds and adjustments being fewer than expected FY 2013 enacted revenues by $2.0
million. Fiscal year-to-date personal income tax adjusted cash collections include
$40,298 of reimbursed Historic Structures Tax Credits (HSTCs).

Inheritance and gift tax adjusted cash collections are $1.5 million or 49.5 percent below
expected FY 2013 enacted collections adjusting for expected FY 2013 enacted tax
amnesty revenues.

Sales and use tax adjusted cash collections lag expected FY 2013 enacted revenues
adjusting for expected FY 2013 enacted tax amnesty revenues by 1.3 percent or $1.1
million.

Motor vehicle operator’s license and registration fees, alcohol excise taxes, cigarettes and other
tobacco products taxes, insurance companies gross premiums taxes, and bank deposits taxes
adjusted cash collections are below expected FY 2013 enacted revenues but by less than $1.0
million through July.

CORRECTED Results for the Month of July

Given that July is the first month of the fiscal year there are no differences between the fiscal
year-to-date and the monthly estimate to actual revenue comparison.

Rosemary Booth Gallogly, Director
Department of Revenue

October 2, 2012
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STATE OF RHODE ISLAND REVENUE ASSESSMENT REPORT
CORRECTED Year-to-Date Estimate to Actual

CORRECTED YTD July
YTD July Estimate Adjusted Cash
FY 2013 FY 2013 Difference Variance
Personal Income Tax 71,630,897 $ 69,835,444 (1,795,454) -2.5%
General Business Taxes
Business Corporations 5,243,978 6,588,675 1,344,697 25.6%
Public Utilities Gross Earnings 522,701 968,720 446,019 85.3%
Financial Institutions (21,514) 13,349 34,863 -162.0%
Insurance Companies 285,048 204,703 (80,345) -28.2%
Bank Deposits 39,010 - (39,010)
Health Care Provider Assessment 3,385,039 3,413,279 28,240 0.8%
Excise Taxes
Sales and Use 81,447,051 80,377,612 (1,069,439) -1.3%
Motor Vehicle 3,090,133 2,398,573 (691,560) -22.4%
Motor Carrier Fuel Use 37,785 39,097 1,312 3.5%
Cigarettes 12,679,596 12,574,269 (105,327) -0.8%
Alcohol 1,282,011 1,084,355 (197,656) -15.4%
Other Taxes
Inheritance and Gift 3,067,647 1,549,766 (1,517,881) -49.5%
Racing and Athletics 96,590 98,096 1,506 1.6%
Realty Transfer 586,300 661,799 75,499 12.9%
Total Taxes 183,372,273 $ 179,807,737 $ (3,564,537) -1.9%
Departmental Receipts 9,733,711 $ 11,288,902 $ 1,555,191 16.0%
Taxes and Departmentals 193,105,984 $ 191,096,639 b (2,009,345) -1.0%
Other General Revenue Sources
Other Miscellaneous Revenues 2,488 + 2,488 - 0.0%
* Lottery Transfer - - -
Unclaimed Property - + - - n/a
Total Other Sources 2,488 $ 2,488 $ - 0.0%
Total General Revenues 193,108,472 b 191,099,127 3 (2,009,345) -1.0%
* The Lottery Transfer does not begin until August of the fiscal year
® Deducts $1,722,000 from an insurance settlement cash receipts received in FY 2013 and accrued back to FY 2012.
® Deducts $121,150,222 in Hospital Licensing Fees for cash receipts received in FY 2013 that were accrued back to FY 2012.
+  Set equal to actual amounts received due to general receipt of transfers in June.
PIT Component YTD Estimates YTD Actuals Difference Variance
Estimateds 3,585,696 $ 3,418,730 $ (166,966) -4.7%
Finals 2,951,911 3,503,834 551,923 18.7%
Withholding 72,225,645 68,078,874 (4,146,770) -5.7%
Refunds (7.132.355) (5,165,993) 1,966,360 -27.6%
Total 71,630,897 S 69,835,444 S (1,795,454) -2.5%

Rhode Island Department of Revenue
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STATE OF RHODE ISLAND REVENUE ASSESSMENT REPORT

CORRECTED Monthly Estimate to Actual

CORRECTED July
July Estimate Adjusted Cash
FY 2013 FY 2013 Difference Variance
Personal Income Tax 71,630,897 69,835,444 b (1,795,434) -2.5%
General Business Taxes
Business Corporations 5,243,978 6,588,675 1,344,697 25.6%
Public Utilities Gross Earnings 522,701 968,720 446,019 85.3%
Financial Institutions (21,514) 13,349 34,863 -162.0%
Insurance Companies 285,048 204,703 (80,345) -28.2%
Bank Deposits 39,010 - (39,010)
Health Care Provider Assessment 3,385,039 3,413,279 28,240 0.8%
Excise Taxes
Sales and Use 81,447,051 80,377,612 (1,069,439) -1.3%
Motor Vehicle 3,090,133 2,398,573 (691,560) -22.4%
Motor Carrier Fuel Use 37,785 39,097 1,312 3.5%
Cigarettes 12,679,596 12,574,269 (105,327) -0.8%
Alcohol 1,282,011 1,084,355 (197,656) -15.4%
Other Taxes
Inheritance and Gift 3,067,647 1,549,766 (1,517,881) -49.5%
Racing and Athletics 96,590 98,096 1,506 1.6%)
Realty Transfer 586,300 661,799 75,499 12.9%
Total Taxes 183,372,273 179,807,737 $ (3,564,537) -1.9%
Departmental Receipts 9,733,711 11,288,902 $ 1,555,191 16.0%
Taxes and Departmentals 193,105,984 191,096,639 S (2,009,345) -1.0%
Other General Revenue Sources
Other Miscellaneous Revenues 2,488 2,488 - 0.0%
Lottery Transfer - - -
Unclaimed Property - - -
Total Other Sources 2,488 2,488 S - 0.0%
Total General Revenues 193,108,472 191,099,127 M (2,009,345) -1.0%
* The Lottery Transfer does not begin until August of the fiscal year
* Deducts $1,722,000 from an insurance settlement cash receipts received in FY 2013 and accrued back to FY 2012.
® Deducts $121,150,222 in Hospital Licensing Fees for cash receipts received in FY 2013 that were accrued back to FY 2012.
+ Set equal to actual amounts received due to receipt of transfers in June.
PIT Component Estimates Actuals Difference Variance
Estimateds 3,585,696 3,418,730 $ (166,966) -4.7%
Finals 2,951,911 3,503,834 551,923 18.7%
Withholding 72,225,645 68,078.874 (4,146,770) -3.7%
Refunds (7.132.355) (5.165,9935) 1,966,360 -27.6%
Total 71,630,897 69,835,444 S (1,795,454) -2.5%
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