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Rhode Island

Highlights

Municipal governments in Rhode Island are heavily reliant on the property tax for revenue. In 2019,
property taxes accounted for 55 percent of local government revenue (figure RI-1).

Rhode Island has among the highest property tax burdens in the United States. Property tax revenues
represented 4.5 percent of personal income in the state in 2019. This placed the state sixth highest in
the nation (table RI-1).

Each of the state’s 39 cities and towns is allowed to use a property tax classification system when
levying property taxes. State law specifies property classes that may be used and grants cities and towns
the ability to set different tax rates for each class, with some restrictions. Class 1 includes residential
property with fewer than five units and open space; state law authorizes municipalities to provide
homestead exemptions within this class or to divide this class into owner occupied and non-owner
occupied, imposing separate tax rates in lieu of homestead exemption. Class 2 includes commercial and
industrial property as well as residential property with more than five units. Class 3 includes tangible
personal property.

Figure RI-1
Sources of Local General Revenue, Rhode Island and U.S., 2019
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Property Tax Reliance

Rhode Island relies heavily on the property tax to generate revenue for state and local government
operations. In 2019, the property tax accounted for 22 percent of combined state and local government
revenues, the eighth-highest percentage in the United States (table RI-1).

Table RI-1
Selected Rhode Island Property Tax Statistics, 2019’

Rank (of 51)

Rhode Island U.S. Average 1is highest
Per capita property tax $2,526 $1,758 9
Property tax percentage of personal income 4.5% 3.1% 6
Total property tax as percentage of state-local
revenue 22.0% 16.6% 8
Median owner-occupied home value® $261,900 $217,500 16
Median real estate taxes paid for owner-
occupied home? $4,272 $2,471 8
Effective tax rate, median owner-occupied
home® 1.6% 1.1% 10

Sources: U.S. Census via Significant Features of the Property Tax, American Community Survey
! All revenue numbers in this table include the state government as well as local governments.

?The statistics for median owner-occupied home value and median real estate taxes paid for owner-occupied
home are five-year average statistics for years 2015-2019.

3 . . . .
Calculated as the median real estate tax paid on owner-occupied homes as a percent of the median owner-
occupied home value.

Administration and Assessment

Each municipal government is responsible for assessing property values; a full revaluation of all real
property must be done every nine years, and statistical updates must occur three and six years after the
most recent full revaluation. All real property is assessed at 100 percent of its full and fair (i.e., market)
value with the exception of farmland, forest, and open space land, which is assessed at its current use
value. Tangible personal property is subject to taxation, but inventory and tangible property used for
manufacturing is exempt. Motor vehicles are subject to an excise tax in lieu of the personal property tax.

Limits on Property Taxation

Since 1985, Rhode Island has placed limits on the growth of property taxes (table RI-2). In 2006, it
significantly strengthened these limitations with the enactment of SB 3050. This legislation caps the
percentage growth of a local government’s total property tax levy at 4 percent above the previous year’s
levy. The property tax cap includes exemptions for specified circumstances that allow a 4/5
supermajority of the governing body of a city or town to exceed the property tax levy limit.

Significant Features of the Property Tax® State-by-State Property Tax at a Glance


http://datatoolkits.lincolninst.edu/subcenters/significant-features-property-tax/census/ViewTable.aspx?table=Per_Capita&level=STATE_LOCAL&year=2014
http://datatoolkits.lincolninst.edu/subcenters/significant-features-property-tax/census/ViewTable.aspx?table=Personal_Income&level=STATE_LOCAL&year=2014
http://datatoolkits.lincolninst.edu/subcenters/significant-features-property-tax/census/ViewTable.aspx?table=Percentage_Distribution&level=STATE_LOCAL&year=2014
http://datatoolkits.lincolninst.edu/subcenters/significant-features-property-tax/census/ViewTable.aspx?table=Percentage_Distribution&level=STATE_LOCAL&year=2014
https://www.lincolninst.edu/research-data/data-toolkits/significant-features-property-tax/government-finance-data/summary-29
https://data.census.gov/cedsci/table?q=B25077&g=0400000US01,02,04,05,06,08,09,10,11,12,13,15,16,17,18,19,20,21,22,23,24,25,26,27,28,29,30,31,32,33,34,35,36,37,38,39,40,41,42,44,45,46,47,48,49,50,51,53,54,55,56&tid=ACSDT5Y2019.B25077
https://data.census.gov/cedsci/table?q=B25103&g=0400000US01,02,04,05,06,08,09,10,11,12,13,15,16,17,18,19,20,21,22,23,24,25,26,27,28,29,30,31,32,33,34,35,36,37,38,39,40,41,42,44,45,46,47,48,49,50,51,53,54,55,56&tid=ACSDT5Y2019.B25103
https://data.census.gov/cedsci/table?q=B25103&g=0400000US01,02,04,05,06,08,09,10,11,12,13,15,16,17,18,19,20,21,22,23,24,25,26,27,28,29,30,31,32,33,34,35,36,37,38,39,40,41,42,44,45,46,47,48,49,50,51,53,54,55,56&tid=ACSDT5Y2019.B25103

| LINCOLN INSTITUTE
OF LAND POLICY

Property Tax Relief and Incentives

Rhode Island has enacted a statewide property tax relief program that offers tax credits to individuals
age 65 years or older and to disabled residents. In addition, local governments have the ability to offer
property tax credits or exemptions to military veterans, the elderly, and the disabled.

Rhode Island has three main property tax incentive programs designed to encourage economic
development in the state: tax stabilization agreements for manufacturing and commercial property, tax
exemption for idle manufacturing or mill property, and tax increment financing (TIF). Each of the three
programs is authorized by the state government, but the individual cities and towns determine program
specifics within the guidelines of state law.

Rhode Island also has property tax programs designed to encourage the renovation of historic structures
in the state. Under the program, municipalities may opt to allow the owners of historic properties that
incur substantial maintenance or rehabilitation costs to receive a property tax reduction of up to 20
percent for up to five years.

Table RI-2
Property Tax Features of State Governments, United States, 2020

Feature Rhode Island Count for 50 states plus DC
Statewide classification of
Yes 25
real property
Assessment of propert
SESST property No 31
primarily by county
Limits on property tax rates
-0 Property Yes 45
or levies
Limits on the rate of growth
No 18
of assessed value
Circuit breaker property tax
; Yes 31
relief program

Sources: Significant Features of the Property Tax

Key Property Tax History

In 1985, Rhode Island enacted legislation that limited the rate of growth for the overall property tax levy
or the property tax rate to 5.5 percent annually. Although this law had some success in limiting the
growth of property taxes in the state, many communities applied the 5.5 percent property tax cap to
their tax rates rather than to the overall levy. As a result, overall property tax levies continued to grow
rapidly throughout the 1990s and early 2000s.

In 2006, Rhode Island enacted SB 3050, referred to locally as the property tax cap, which amended the
1985 limit. One feature of this amendment was to make the tax cap a pure levy limit by applying the cap
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only to increases in property tax revenues. The amendment first went into effect on January 1, 2007,
and restricts the annual growth of property tax levies to 4 percent above the previous year’s levy. The
cap on annual levy growth was phased in over several years, starting at 5.25 percent in fiscal year 2008
until reaching the current cap of 4 percent in fiscal year 2013.

The property tax cap does provide exemptions from the cap if debt service expenditures increase
rapidly, non-property tax revenues are lost, public employee fringe benefit costs triple from the previous
year, or in the event of rapid growth of the tax base that requires significant expenditures on
infrastructure or schools. In each case, a 4/5 supermajority of the governing body of the municipality
must vote in favor of the levy exceeding the cap. The Division of Property Taxation and Municipal
Finance in the Department of Revenue monitors city and town compliance with the tax cap (Rhode
Island Department of Revenue, Division of Municipal Finance 2018).

Recent Developments

Rhode Island’s fiscal year 2019 budget legislation included a law imposing new reporting requirements
for tax credits, including TIF. The Rhode Island Commerce Corporation must annually report program
details to the legislature including modifications, clawbacks, and other changes. The law also extended
the sunset for the state’s TIF program from December 31, 2018 to June 30, 2020 (Rhode Island
Department of Revenue 2018). The program sunset has been twice extended by six months and now has
a sunset date of June 30, 2021 (Rhode Island Department of Revenue 2021).

In October 2018, the City of Providence enacted a non-utilization tax on neglected vacant and
abandoned properties in the city at a rate of 10 percent of assessed value. Properties owned by an
abutter, recently purchased, or slated for development are exempt from the tax (City of Providence
2018).

In 2021, the legislature was considering property tax relief legislation. H 6238 would authorize cities and
towns to create property tax work-off programs for residents age 60 or older; eligible taxpayers could
receive a property tax reduction in exchange for volunteer services to the municipality. H 5681 would
amend its circuit breaker program. The legislation would change the program from a multiple threshold
program to a single threshold program for household income up to $40,000 and remove variation in
benefits based on household size. With this amendment, qualifying taxpayers would be eligible for relief
equal to the amount of property taxes that exceeds 6 percent of their income up to the maximum
benefit (2021 H 5681).

Resources

City of Providence. 2018. “City of Providence Establishes Non-Utilization Tax to Combat Vacant and
Abandoned Property.” November 5. www.providenceri.gov/city-providence-establishes-non-utilization-
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