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Motor Vehicle Taxes

A

fter the statewide effort to repeal the car tax was reversed
in FY 2010 because of the economic recession, cities and
towns were able to set their vehicle tax rates and exemption
levels, within certain constraints. Rhode Island residents now pay
different amounts in car taxes depending on their location. The
Speaker of the House has pledged to eliminate the motor vehicle
excise tax over a five-year period. The Governor has proposed an
approximately 30% reduction in car taxes in FY 2019. She does this
by requiring that all vehicles be valued at 70% (instead of 100%) of
clean retail value as of December 31, 2017.
The League recognizes the current inequities of the tax, and our
members want to be involved in developing any legislative strategy
to reduce or eliminate it.

Vehicle Taxes Are

9%

Of All Municipal Property Taxes

Our members are also concerned about the risk
to city and town revenues if the state abandons
reimbursements in some future year. The
previously unsuccessful effort to repeal the tax
is a reminder of the challenges ahead.
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League Members support the following principles
of motor vehicle excise tax reform:
State Support & Sustainability
The total motor vehicle tax levy
is $220.6 million in FY 2017, or
9.0% of all municipal property
taxes. Any reduction or repeal to
car tax would have a devastating
effect on municipal finances if
not reimbursed by state aid. Also,
considering the lessons learned
from the previous repeal effort,
cities and towns would like
assurances that state assistance
would be sustainable in any future
economic downturn.

Competitiveness & Compliance
The high car tax rates in Rhode
Island – especially in urban areas
and border communities — are
not competitive with those of
Massachusetts and Connecticut.
Coupled with the variation among
Rhode Island communities, the
current system discourages
residents from buying and
registering vehicles in our state.
Ease of Implementation
Cities and towns begin the vehicle
assessment and taxation process
many months before the start of
the fiscal year. Any changes to
the car tax valuations or rates
should allow sufficient time for
implementation.

Consistency
Municipal leaders support greater
consistency in car tax rates and
exemptions. Our members have
expressed interest in revising
the valuation process, including
the current approach of using
100% of the clean retail value in
assessment. They are also open
to harmonizing car tax rates and
exemptions across communities,
whether through a rate cap or
by creating a uniform rate and
exemption level.

Fairness
While our varied car tax rates
suggest that reform will affect
communities differently, any
reform efforts should provide
substantial relief to as many
Rhode Islanders as possible.
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Municipal Solid Waste Tipping Fees

C

ities and towns currently pay a per ton charge of $32/ton to dump
their solid waste at the Central Landfill in Johnston. The RI Resource
Recovery Corporation (RIRRC) initiated a rate setting process with the
intention of increasing the municipal tip fee effective July 1, 2017. The
rate would be based upon cash needs of RIRRC. Cities and towns have
been informed that the rate will be $39.50/ton effective July 1, 2017,
and $47/ton the following July. These increases will cost cities and
towns more than $2 million in FY 2018 and more than $4 million in FY
2019. Municipal officials question a number of RIRRC assumptions they
used to calculate the increase including their projected costs for future
landfill capping, the appropriateness of using cash needs as the driver
for municipal tipping fee rates, and whether the current reserve of over
$80 million for post landfill closure is the right number. RIRRC has also
communicated with the League about substituting a Pay As You Throw
plan instead of increased tipping fees.
By July 2018 Tipping Fees Per Ton Will Go From

32

$

39.50

to $

47

to $

The Governor’s FY 2018 budget includes a
provision that would “scoop” $6 million of RIRRC
resources to balance the state budget. This effort
undermines RIRRC’s argument that a fee increase
is necessary, and the League therefore opposes
RIRRC’s new rate proposal.
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Collective Bargaining

S

tate statutory language on the scope of bargaining essentially says
that all issues are subject to bargaining. This scope goes beyond what
is authorized in most states. Local officials believe that management
rights as provided for in city and town charters should and do take
precedence over state guidance. Municipal officials have always
respected their employees, but they need the authority to manage their
city or town to meet the needs of their citizens. State law should confirm
the Constitutional and judicial guidance on local management rights.
Our citizens like municipal government because they believe they have
control. We need to preserve that preference by improving, not eroding
the balance in management rights.

State law should confirm the Constitutional and
judicial guidance on local management rights.
Injured on Duty and Disability
Nothing frustrates municipal leaders more than lack of resolution on
injured-on-duty (IOD) cases for public safety employees. Rhode Island’s
IOD statute (RIGL 45-19-1) provides a police officer or firefighter with
a work-related injury or illness with 100% of pay and benefits for the
duration of his/her incapacity or any re-occurrence. However, these
benefits remain in effect even if an application for an accidental disability
pension has been denied. State law changes are necessary to expedite
the process and bring finality to the determination of disability.
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State Aid

S

ince the loss of over $200 million in general revenue sharing and
motor vehicle aid during the recession, non-education state aid to
cities and towns has remained relatively flat. The League supports robust
state aid programs for our communities, including Payment in Lieu of
Taxes (PILOT), Distressed Aid, and Motor Vehicle Aid. We applaud recent
efforts by the General Assembly and Governor to boost funding for
PILOT aid, as this addresses some of the lost revenue from tax-exempt
properties. We endorse the Governor’s proposed increase of PILOT
funding by $3.2 million in FY 2018. However, even these increases fall
short of historical levels, and we support additional state resources to
municipalities, particularly to our distressed cities and towns.
We endorse the proposed increase of PILOT funding by

3.2 million

$

in

FY 2018

School Aid
The adoption of a fair funding formula seven years ago and the
commitment to sticking to that formula through three administrations
has been a huge positive for most of our cities and towns. We support
efforts to ensure full disclosure to our school committees and all city
and town officials on any proposed expansion of charter schools and
how such expansion will affect state resources available to support our
traditional public schools.

FY 2018 and Ahead
The League welcomes the Governor’s commitment to modest state aid
increases in FY 2018 and to the seventh year of commitment to the
school funding formula. The League also looks forward to discussing how
to sustain educational funding improvements.
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Municipal Fees

Building Permit Fees
In 2015, the General Assembly passed legislation to standardize building
permit fees across cities and towns. Nearly two years later, the state’s
actions to execute the new fee structure are still underway. The League
believes that the legislature should restore municipal authority to set
building fees within reasonable parameters. This approach will provide
greater consistency while maintaining local control.

The legislature should restore municipal
authority to set building fees within
reasonable parameters.
Debt Issuance Fees
The Public Finance Management Board enacted fees equal to one
fortieth of 1% on the principal value of all new municipal or refunded
debt. The League objects to this new tax on our members, as nothing like
it applies in our neighboring states. Annual fees in excess of $80,000 a
year will be incurred. The League supports a municipal exemption from
these fees.

New Debt Fees Equal to 1/40 of 1%
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Other Issues

Tangible Taxes
If there is an effort to moderate the motor vehicle tax, it makes sense
to also address the variations in the tangible tax. Rhode Island is less
competitive with our neighboring states on this tax than we are on the
car tax. The tax rate on tangible personal property varies significantly
from one community to another and in many places is not competitive
with similar cities or towns in Massachusetts or Connecticut. A balanced
solution has to be carefully crafted. Municipal officials have supported
the creation of a high profile study commission composed of municipal
leaders and others to craft an answer to this problem.

Borrowing Money
We have seen a gradual erosion of municipal authority to issue
debt in the name of the individual city or town. School debt, water
and wastewater debt (with a federal subsidy), and now municipal
infrastructure debt are being consolidated in state agencies. The League
is not persuaded that this consolidation is in the best interest of our
cities and towns. We are also concerned about new fees which have
recently been applied by the General Treasurer and the Public Finance
Management Board on new and refunded municipal debt (see above).

Legalization of Marijuana
With the legalization of marijuana by the Commonwealth next door,
our members need to be vigilant to assure at least the same rights are
provided to cities and towns in Rhode Island if our state moves forward
with a similar initiative. In Massachusetts, cities and towns have the
right to a local use sales tax of 2%, reasonable ordinances relating
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to regulation of marijuana establishments and the ability by local
referendum to ban marijuana sales.

Panhandling:
Cities and towns throughout the country have struggled with finding
Constitutional solutions to limit panhandling in metropolitan areas.
One solution that has been discussed would penalize vehicle owners
who make contributions. The League is not ready to endorse any
solution but pledges to work with the legal community, public safety and
homelessness advocates to craft a solution.

Other State Oversight:
With the economy improving, there have been new efforts to limit
municipal oversight on development. The Department of Environmental
Management (DEM) was successful in 2015 in passing bills which
modified wetlands regulations, required the removal of cesspools,
and established a framework for requiring municipal sewer systems
to offer service to neighboring communities. Some municipal officials
worked with DEM on the first two acts. The wetlands bill included some
provisions helpful to cities and towns. We understand the new wetland
regulations are under development.
In 2016, a builders’ initiative limited municipal authority to define
wetland buffers. We welcome future participation with DEM on future
reform efforts but believe our municipal CEOs and councils have the
best judgment on the right balance of oversight. We will oppose bills that
do not have the active endorsement and participation of the Governor
and her Cabinet.
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Continuing Challenges

Special Property Tax Exemptions
Builders, farmers, affordable housing advocates, renewable energy
interests and others have sought special tax exemptions to encourage
their special enterprise or issue. Municipal officials must continue to
oppose these special treatments as they do nothing more than transfer
the burden to other property taxpayers.

Pensions
Cities and towns have made great strides in addressing their pension
liabilities. For those cities and towns participating in the state program,
the liabilities are now a sum certain. For local plans, virtually all cities
and towns have adopted a strategy for increasing contributions and/
or modifying benefits over a period of years until the Annual Required
Contribution (ARC) is paid. The League pledges to work with the General
Treasurer and the new panel focusing on local pension plans. Our
mayors, managers, and councils need help in assuring that modest cost of
living (COLA) amendments mimicking state plan COLA adjustments are
affirmed. Only in this way can we balance our costs for current services
with legitimate costs for our retirees.

Health Insurance
Cities and towns need assistance in modifying health plan design for
retirees such that the benefit is no greater than that received by active
employees. The current situation of preserving legacy health benefits is
out of balance. Our municipal leaders continue to initiate trust accounts
to prefund post employment retiree health costs. Our cities and towns
need support in executing reasonable plan design modifications.
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Financial Successes

Moderating Property Taxes
Cities and towns have led the way in fiscal restraint despite only
modest increases in state aid (almost all of it in school aid). Those
successes have continued. In FY 2017, statewide property taxes
increased 2.18%, in FY 2016 2.10%, and 1.64% in FY 2015.
Statewide Property Taxes Increased:
FY 2015

FY 2016

FY 2017

1.64%

2.10%

2.18%

Improved Financial Position
Despite modest increases in the property tax, cities and towns
have progressively improved their financial position. Since 2010,
fund balances of our cities and towns have increased by almost
$150,000,000.
Fund Balances Have Increased by Almost

$150 Million
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