MATTHEW M. CLARKIN, JR.

INTERNAL AUDITOR
25 DORRANCE STREEY, ROOM #307
PROVIDENCE, Ri 02903
Phone: {401} 421-7740 EXT. 577
Fax: (401) 351-1056
melarkin@providenceri.com

City of Probvidence, Rhode Fsland
Office of the Internal Aubitor

May 6, 2013

Honorable Councilman Samuel D. Zurier
Providence City Council

25 Dorrance Street

Providence, R1 02903

Dear Councilman Zurier
Subject: Impact of Homestead Rate on Full Value of $1.0 million Residential Properties

During my presentation last week concerning the potential impact of the property revaluation
and the proposed FY2014 budget on property taxes throughout the various neighborhoods of
Providence, you inquired as to whether the proposed change to the taxation on properties with
values over $1.0 million was incorporated into my analysis, It was not, and thus you requested
that I revisit the impact on property taxes with this factor considered. Below you will find the
result of that analysis.

Change in Taxation on Residential Properties > $1.0 million

Currently, a fifty percent Homestead Exemption is applied to the first $1.0 million of assessed
value on owner-occupied properties. The effective tax rate on owner occupied propertics
considering the Homestead Exemption is $15.95 per thousand. An exemption of thirty-three
percent is applied to the assessed valuation on owner occupied properties above $1.0 million.
The effective tax rate considering the 33% exemption is $21.37,

The administration effective FY2014 is proposing one tax rate for owner occupied and one tax
rate for non-owner occupied properties. The proposed tax rate on owner occupied residential
properties is $19.50 per thousand, while the proposed tax rate on non-owner residential
properties is $33.75 per thousand.




Residential Properties with Values > of $1.0 Million

There are currently a total of 243 residential properties with assessed values greater than $1.0
million. The total assessed value of these 243 properties is $342 million. As a result of the on-
going property revaluation, which determined values as of 12/31/2012, there are a total of 187
residential properties with assessed values greater than $1.0 million. The total assessed value of
these properties is $281 million.

Number of Residentlal Properties Currently with Assessed Values > $1.0

Million (Values as of December 31, 2009)

Neighborhood :;Ei[; sz?[y I;rahr::ﬁ( FZ?T::\/ Fla:]r\rl:iely Condo | Totaf
College Hill 62 14 2 5 1 4 88
Downtown - - - - - 6 6

Fox Point 3 4 - - - - 7
Blackstone 114 1 - - - - 115
Wavyland 23 2 - 1 - 1 27
Total 202 21 2 6 1 11 243

Number of Residential Properties with Assessed Values > $1.0 Million
After Revaluation {Values as of December 31, 2012)

Neighborhood E;r;’gn;:r sz(ljly I;rahr;e;:r Fla:(;;li:y F: :rl?ly Condo | Total
College Hill 52 7 1 4 1 1 66
Downiown - - - - - 5 5

Fox Point 3 3 - - - - &

Blackstone 86 - - - - - 86

Wayland 20 2 - 1 - 1 24
Total 161 12 i 5 1 7 i87

Vartance in Number of Properties with Assessed Values > $1.0 Million After
Revaluation (Values as of December 31, 2012)

Neighborhood FS::E:E F-Ell-;(i)w I:Tahx;?;:/ cmr)'rl}ilry F;:;?ly Condo | Total
College Hill -10 -7 -1 -1 ] -3 -22
Bowntown - - - - - -1 -1

Fox Point 0 -1 - - - - -1
Blackstone -28 -1 - - - - -29
Wayland -3 0 - 0 - 0 -3

Total -41 -9 -1 -1 0 -4 -56




Revised Findings Impact of Taxation Change on Original Reported Findings

Incorporating the two tax rates that are currently applied to owner-occupied properties with
values in excess of $1.0 million into my analysis had an impact on the findings for the five
neighborhoods shown above and citywide. From a citywide perspective, the results changed as
shown below:

Owner-Occupled Original Findings "New Findings Variance

Annual Annual “Anpual 7 Annual Annual Annual

Citywide Tax Tax Tax Tax TFax Tax
Change Change Change Change Change Change

{5} (%) {8) (%) {8 (%)
Single Family 5433 11.82% $404 10.93% (629} -0.89%
Two Family $52 1.74% 543 1.43% {58) -0.31%
Three Family 33 0.12% w8300 0,09% s0 -0.03%
Four Family $81 1.97% $45°707001.09% .| ($36) -0.88%
Five Family | ($118) -2.33% S2,76% | {522} -0.43%
Condominlum | 5164 4.56% | 151581 -4.41% {56) -8.97%

The impact to the findings for the five neighborhoods with properties valued in excess of $1.0
million is obviously greater. The revised results are shown below:

Original Findings New Findings = -~ Varlance
Annual Annuat Annual Annual Annual Annual
Blackstona Tax Tax Tax Tax Tax Tax
Change Change Change Change | Change Change
(s (%) {5) {5} (%) {%)
Single Family $1,226 13.16% 51,076 11_.3_7% : {$150) -1.79%
Two Family $93 1.47% $93 1.47% - 50 0.00%
Three Family {$255) -3.60% {8255) -3.60% 50 0.00%
Four Family $379 5.09% 4379 5.08% 50 0.00%
Five Family - - - BELEE - -
Condominium $235 5.70% $235 570% ° 50 0.00%
Qriginal Findings New Findings ="~ Variance
Annual Annual Annual - Ann Annual Annual
College Hill Tax Tax ek TaR Tax Tax
Change Change Change Change Change Change
{%) (%) SR L)) (%} (5} (%}
Single Family 51,947 16.58% 51,616 13.39% {3331) 29.97%
Two Family 5327 3.19% -0.06% (5334} -3,25%
Three Family 5247 3.04% 2.0 {539 -0.49%
Four Family $125 1.02% ' sl {8579) -4,55%
Five Family | {$166) -1.36% ~AA8% . - -
Condominium 5401 7.71% . 7.48% (811} -0.23%
Qriginal Findings “’New Findings New Findings
Annual Annual Annual ‘Annual Annual Annual
Downtown Tax Tax T Tax Tax Tax Tax
Change Change Change Change Change Change
%) (%) %) (%} (5} (%)
Single Family | $1,367 16.72% $1,367 16.72% 50 0.00%
Two Family 5906 18.52% 5906 - 18.52% 50 0.00%
Three Family 5131 4,55% $131 4.55% - 50 0.00%
Four Family | (3504} -17.13% {3904) : 50 0.00%
Five Family | $277 8.55% 8277 3.55% 50 0.00%
Condorninium 5679 12.37% $631 -11:40% {$48) -23.77%




Original Findings New Findings New Findings

Annual Annual Annual Annual Annual Annual

Fox Polnt Tax Tax Tax Tax Tax Tax
Change Change Change Change | Change Change

() (%) {5) {6} - (s %)
Single Family $809 10.84% 5714, 9.45% - {595) -1.39%
Two Family | {$60) -0.91% § {5146} ' (386} -3.10%
Three Family | {$383) -6.04% | 113383) 50 0.00%
Four family | {5192) -2.66% {3192 $0 0.00%
Five Family | {$737) 9,31%  fo{873T 50 0.00%
Condominium |  $371 9.36%  |i1-$371 .00 0 0.00%

Original Findings %L New Findings 0 New Findings

Anaual Annual | Annual ; Annual Annual

Wayland Tax Tax coiTax Tax Tax
Change Change . Change Change

{5} (%) %) (%)
Single Family | $1,582 18.57% (398} -1.36%
Two Family 588 1.23% (858} -0.82%
Three Family | {5307} -4,44% 50 0.00%
Four Family (5120} -1.51% {5130} ~1.64% {s1on -0.13%
Five Family (5566} -7.20% {5568) -7.20% 50 0.00%
Condominium 5303 6.71% 8303 - U6,71% 50 0.00%

Attached you will find revised summary sheets concerning the financial impact of the
revaluation and FY2014 proposed budget on a citywide level as well as the five neighborhoods
where the original findings changed due to the taxation of properties valued in excess of $1.0
million.

Sincerely,

lia gy

Matthew M. Clarkin, Jr.
Internal Auditor

Cc:  City Council Members
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