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Today’s Agenda

State enabling legislation and municipal tax
agreements

Various types of tax stabilization agreements
in Providence

The recent spate of $0.35 SF agreements
tssues with compliance

The future of stabilization

= \Work of the Task Force
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Municipal Agreements are empowered
by State Legislation

» The power to tax Is one granted to the Rhode
island General Assembly by the Rhode Island
Constitution, Article V1, Section 2.

« For emphasis, Article Xl1!, Section 5 on Home
Rule states:
Nothing contalned in this article shall be deemed
{o grant to any city or town the power to levy,
assess and collect taxes or to borrow money,
except as authorized by the general assembly,

The Grant of Authority:
R.I.G.L §44-3-9

EXEMPYION OR STABILIZING OF TAXES ON PROPERTY USED FOR MANUFACTURING,
COMMERCIAL OR RESIDENTIAL PURPOSES:

{a}{1) Excapt as provided In this saction, the electors of any dty or town quelified to

vate o a proposition to sppropriste money or Impese a tax when legully
ied, may vote to suthorke the ity or tawn councl, for & perlod not

axcerding twenty {20) yenrs, and subject to ths conditions as provided In this
section, to exampt from payment, In whole or In part, real and personal property
which has und i i distlon, Is iy p d, orls
used for atfordable housing. f it clal, or knl purposes,
o 1o determina & stabillzed amount of taxes to be pald on wecount of the
property, notwithstanding the valustion of the property of the rats of tax;
provided, that aftar public hesrings, at least ten {10} duys’ notica of which shall be
given In & newspaper having a general cireulation tn the elty ar town, the dity or
town coundl determines that:




R.I.G.L § 44-3-9
Requisite Findings

() Arenting of tha assmption or stabiltzation whl Tnure 1a1he banefit of Lhe clty or tow: by resson of:

(L) tn thar gty or town, or of

of th o
Individuals 10 reslda Inzuch an ares; or

(Il'mowﬂllmunflmmhauﬂunrmumndhdlﬂ-m-nhumlnimrlormnlonhl
willlAghmss of  commarcial of manufacturing conckam b retaln or expand X falllty n the oty o
wnmdnﬁtnhumhwmulumgmlumldlvwhm;ar

An ke wnt of the plystes moi‘lhr town which will result s skang-tem sconomle
mbln to the city or town and state; ar ety ortawn n

(0] An Im) ant which convarts of rsakes sallnble Jand or faclliy that would atharwhia b not
jhte or difica)t lep without subsuntis) amédmamenial remadiaifon; of

[ﬂlﬂnnﬂ“dw totha banaiit of the dty or town by
remscn of the wikingnesd of & manuiscturing or comiitrthal o reskientiel fiom o owner
conatruct new or to ind, rataln of remodsd b

I'nmnuuuormn:i‘-nm l g Ineastreany by the

replace, CEhS, § buidings, facliities,
Machin Wi i el aviin
T ] g ooy
irm or propirty swnud In tha diy

12/19/2013

No poaching: R.|.G.L. § 44-3-9
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Translating Authority into Practice:

Sec. 21-151, - Eligible property.
The provisions of this article shall apply to
industrial property which is defined to mean
bulldings, structuras, and other improvements
thereto, the primary purpose and use of which is
the manufacture of goods and materlals.
"Industrial property” shall include facilities
related to a manufacturing operation Including
but not limited to office, engineering, research
and development, warehousing or parts
distribution facilities, but shalt not include land,
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Expanding the Scope

Sectlon 21-169.

{b)  Eligible property. The provisions of this article shall
apply to commercial, Industrial or residentlal
property, which is defined to mean land, buildings,
structures, and other improvements thereto, and
persanal property [ocated thereln or thereon or
employed in connection therewith {but excluding
nventory held for sale In the ordinary course) used
essentially for offices, commerclal or Industrial
enterprises or residential use, but shall not include
unimproved or vacant land.
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How it works

{1) There shall be no change In assessment during the
perlod of construction provided such construction is
completed within a reasonable period of time.

(2) For the first year in which the commercial, Industrial
or residentlal property is subject to abatement
hereunder, the abatement shall be no greater than
ninety (90) per cent of the assessed valuation of the
property attributable to new construction,

{3) In subsequent years the abatement shall be to the
extent of the percentage set forth in the following
schedule,

Stabilization Table




And if you qualify?

Based upon an abatement schedule to which
the tax assessor agrees, the Providence City
Councll passes an ordinance reflecting the
terms, and generally including provisions
related to sale (especially to a tax-exempt
entity), community hiring, MBE/WBE and
apprenticeship considerations, and reporting
and monitoring.
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Further expansion, with a twist

Section 21-171. Downcity tax district.

{b) Eligible property. Eligible properties shall be
taxable properties located within the area
bounded by Dorrance, Pine, Empire and Sabin
Streets within the city; and shall have been more
than fifty {S0) per cent vacant as of December 31,
1999 or, although more than fifty (S0} per cent
occupied, shall be eligible if certified by the city
building inspector as in need of substantial
rehabllitation.

And now for something
completely different

Sectlon 21-170 {a): 1tis the purpose of this
section to encourage the Installation of exterlor
lighting in the city, for public streets as well as for
private property, that will enhance architectural
and landscape features, compliment the city's
historic character, improve the overall visua
quality of the city, and provide adequate
illumination for both vehicles and pedestrians,
while minimizing glare, providing uniform lighting
color and intensity, maintalning a safe
environment, and facllitating a regular
maintenance program.




“Desighated Properties”

(b) Etigible Ipro arty. Ellgible properties shall be properties designated
an the landmark list as part of the miil restoration program and in
the arts and entertalnment district in the city as approved by the
clty council and shall be eiigible If certified by the city bulldin
inspector as 'n need of substantial rehabllitation. "Substantla
rehabilitation® shall mean rehabilltation that adheres to the
applicable building and fire codes, extends to all occuplable floors
of the bullding, and equals at least fifty (50) percent of the current
replacement value of the structure, as certifled by the cit bullding
Inspector. Upon enactment, property taxes tavied on eligible
propertles as of December 31, 2000 shall reflect the adopted tax
considerations, Owners of eligible propertles are required to begin
renovations by Dscember 31, 2005 In order to qualify for continued
tax considerations.
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A new and generous era?

On January 29, 2011, the City Council enacted
Section 21-235, “Property Taxes for
Designated Historlc Propertles.”

Eligible properties would pay a tax levy of the

" lower of 35 cents per square foot, or the tax
assessed on December 31, 2010.

Taxes would be fixed at that rate for the twelve-

year duration of the stabllization period.

Eligible properties

Subsection {c) lists five categories of eligible
properties:

* Any bullding listed on the Providence
Industrial and Commercial Bulldings District

+ Alocal historic district

¢ The jewelry Manufacturing District

« A national historic district

« The arts and entertainment district




Ten...or maybe more...

Subsection (I} of the new provision limits the
number of applications to ten projects.
Subsection (i}{5) bars applications including a
hote! or a parking garage with over 100
spaces, unless approved by the City Council.
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A totally different process

+ No City Council approval - the only ordinance
passed Is the original grant of authority for the
ten properties

+ Applications are made to tax assessor, and
must list the measures to comply with First
Source and WBE/MBE ordinances

* Review Is provided by the city collector and

the directors of planning and development
and inspections and standards
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Save time and money!

+ The new process, which eliminates the need
for time-consuming public hearings, Council
committee meetings, and two formal passages
of an enabling ordinance, Is swift.

_» The process is also extremely cost-effective for
developers. Here are a few examples of the
pre- and post-stabilization tax obligations:

12/19/2013

Comparative Taxes

What are the components of the new
tax stabilization agreements?

Timelines

* Tax-Exempts
MBE/WBE

First Source
Apprenticeships
= Clawbacks
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Issues with Compliance

+ First and most baslc: Have they paid the correct
amounts? On time?

Only cursery attention pald to monitoring and i
enforcement in earller TSAs i
+ Explicit compliance requirements In more recent '
agreements
+ But who monitors? What Is the process for working to
rectify shortfalls in compliance? Who, If anyone, has
authority to revise obilgations? What happens if
compliance is impossible? When and how are
draconian remedles like revocation initiated?

TSA Involvement — DOPD

DOPD engages with TSAs to achieve employment-related goals. Temporaryand
permanent employment are approached through two different methods,
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TSA Involvement — DOPD

Bulling Futures follows a standardized process to help TSA reciplents achieve
project goats and comply with the terms of the TBA:
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TSA Involvement —- DOPD
6, d sdvlscs the Clty en any quam fo in the epprentl
ki vedd during the p fiho awarded scopo (when sppiloable);
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TSA Involvement - DOPD

DOPD engages the permanent employment requivements of TSAs through the
Odftca of Birst Source. The process with TSA reciplents Is ag follows:

1. Conveosaninilial ‘retetionship building’ meeting used to:

®  Ttroduoo Firet Source, It purpase/goals,and (2 Inferm the TBA roclpivnt of requiremeris for

p with Flret <k the benefll ng & quallty staffing regounce atns cost
wvailabloto them.

LR hout the b ganl; ing the TSA, Qotn 7i]
st £ the ek, aducatl 1 pori d 1t rog for tholr
employment sponings.

= Batablisha point p thobusl ! TIA who will be

rarponsltle for Firat Source, Varles for sach company - humap retouross siall, opersilont
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process, eio. "

TSA Involvement — DOPD
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4 E Oificoslro tha p of g Idants into open
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en-ane withthe Plet Source roglsirition precess.
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Recent compliance concerns

Roger Williams Brewery
- Investigation and report by Andrew Cortes
document noncompliance with First Source,
WBE/MBE, apprenticeship

— RWB offered opportunity to submit plan to
demonstrate how compliance could be achieved

. = Meanwhile, RWB deficlt in payment of taxes owed
— Initlal compliance letter sent 10/22/13

—TSA revoked as of 11/18/13, revised tax bills sent
for two previous years
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Further compliance concerns

* Music House

— Rehabillitation complete and certificate of occupancy
granted

— No effort to comply with Flrst Source or WBE/MBE
requirements

— Should there be a pracess by which a CO Is withheld
until an entity demonstrates compliance with {2) 50%
standard and {b) constructlon-phase obligations?

— What kind of remedy Is appropriate If compliance s
Impossibie because construction has already been
ctompleted?

Interesting compliance issues

» 95 Chestnut Street, a/k/a BetaSpring business
incubator
- Business model assumes facility will ultimately be

completely occupied by start-ups fostered in the
BetaSpring incubator

— Most start-ups have no employees other than the
young Inventor/Innovator/entrepreneur

— How should First Source apply in this instance?
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Emerging models for TSAs

The Administration has begun to utilize a new
format for tax stabilization agreements, with the
following major components:
~ Up to 36 months’ construction period, when tax
remains statlc (typically at land value)

— Thereafter, ten year stabilization where each year
brings the project closer to full taxation, l.e. Year
1, taxation of 11.11% of full assessed value; Year
2, taxatlon of 22.22% of full assessed value, etc.
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Emerging models, continued

~ Can also Impose a set amount of tax for early
years to assure City of a minimum tax recovery cn
property

— Generally, Year 10 Is taxed at 95% of full assessed
value

—~ This enables actual taxable amount to Incorporate
both statistical and actual revaluations, so City
does not sacrifice increases in value

Policy Questions

In order to encourage economic development,
what percentage of the City’s total revenue
stream can we afford to devote to tax
stabilization or tax increment financing?

Does it behoove us to determine an amount,
and then ration TSAs and TIFs in such a way as
to maximize the economic benefit to the City?

12




The Work of the Task Force

On August 2, 2012, a group composed of
representatives from Finance, Tax Assessor, Tax
Collector, Planning, and Law began.to meet
weekly to discuss a range of tax issues.

The discusslons and Information-sharing over
the past sixteen months have generated
numerous positive changes in the various
departments, and have set us on the road to
recapturing a great deal of lost revenue.
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Some Task Force Initiatives

Review of TSA details at several levels

- Applications (estimate of actual construction
costs)

- Permits (validation of actual
expenditures/comparison with estimate)

— Payment of appropriate taxes
— Compliance with Ordinance and agreements

Identifying ROUGHLY $3MM in revenuel

Tax Exemption Categories

Establish schedule for review of all exemption
categories:
= 2013: Recertification of all “8% law” recipients
—2013: Recertification of all Nursing Homes

—2014: Planned recertification of ali charitable and
non-profit institutions
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System Upgrades

* Creation of a tax stabillzation data base, which
includes the applications, agreements,
permits from Inspections & Standards,
photographs, use data (where available), and
compliance information

« Re-coding of GOVERN to reflect PRA and TRA
properties

* Clarification of departmental roles and
communication issues
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...and in process

ProvPort

+ Lot configuration

= ‘Taxation of lessees and tangibles

* Profit-sharing agreement

Eagle Square Tax Increment Financing
+ Base tax allocation

* Calculation of tax increment

* Contribution to PRA
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