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Enacted Rhode Island legislation requires a corporation that is part of a unitary 

business to file a pro-forma report with its tax return containing the combined net 

income of the unitary group.  In addition, the legislation amends sales tax rates, 

pending federal enactment of remote seller collection and remittance requirements, 

expands the sales-use tax base, and imposes annual fee requirements on limited 

partnerships and limited liability partnerships. [H.B. 5894 (Article 19), enacted 

6/29/11] 

Combined report 
The legislation requires each corporation that is part of a unitary business to file a 

report with the corporation's tax return for tax years beginning after December 31, 

2010 but before January 1, 2013, containing the combined net income of the 

combined group. The report must provide: 

 the difference in tax owed as a result of filing a combined report compared to 
the tax due under the current filing requirements; 

 the difference in tax owed as a result of using a single sales factor 
apportionment method compared to the current three factor formula; 
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 volume of sales in the state and worldwide; and 

 taxable income in the state and worldwide. 

The combined reporting requirement does not apply to certain public service 

corporations (R.I. Gen. Laws, Sec. 44-13-4), state banks (Sec. 44-14-3), national 

banks (Sec. 44-14-4), and insurance companies (Sec. 44-17-1). The income, loss, or 

apportionment factors of any such businesses are not included in a combined report. 

Also excluded are the income and apportionment factors of a foreign corporation if 

the average property, payroll and sales of the corporation are 80 percent or more 

outside the U.S. If a foreign corporation is includable as a combined group member: 

to the extent the corporation's income is subject to the provisions of a federal income 

tax treaty (defined in the statute), that income (and any expenses or apportionment 

factors attributable to it) is excluded from combined net income. The term “unitary 

business” means the activities of a group of two or more corporations under common 

ownership that are sufficiently interdependent, integrated or interrelated through 

their activities so as to provide mutual benefit and produce a significant sharing or 

exchange of  value among them or a significant flow of value between the separate 

parts. The legislation provides that the term must be construed to the broadest extent 

permitted under the U.S Constitution. 

Up to a $10,000 penalty may be assessed for failing to file a combined report or for 

filing a false combined report. 

The legislation requires the tax administrator to submit a report by March 15, 2014, 

to the chairpersons of the state house and senate finance committee and the fiscal 

advisors of both chambers that analyzes the policy and fiscal ramifications of 

implementing a combined reporting regime.  

Sales tax 
The legislation provides that upon the enactment of any federal law that requires 

remote sellers collect and remit taxes, the sales tax rate will be reduced to 6.5 percent 

from 7 percent, and the local meals and beverage tax and the local hotel tax rates will 

be increased to 1.5 percent from 1 percent. These rate changes would take effect on 

the first day of the first state fiscal quarter following the change.  

The legislation expands the sales and use tax base to include: prewritten computer 

software, delivered electronically or via load and leave; over the counter drugs, 

package tour and scenic transportation services; and medical marijuana, effective 

October 1, 2011. 

Flow-thru entities 
The legislation requires limited partnerships and limited liability partnerships to file 

annual returns and pay a charge equal to the corporate minimum tax (presently, 

$500), effective for tax years beginning on or after January 1, 2012. In addition, the 

legislation alters the existing requirement that a limited liability company treated as a 

partnership federally pay an annual fee equaling the corporate minimum tax. The 

new language imposes the fee requirement on an LLC "not treated as a corporation" 

for federal income tax purposes.  
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PwC observes 
"The provision providing for pro-forma combined reporting shows that Rhode Island 

is taking a measured approach and wants to make an informed decision in 

considering whether to enact a combined reporting regime," observes Jon Muroff, a 

PwC SALT partner in Boston. "Taxpayers should note that the pro-forma reporting 

provision is not an indication of how any combined reporting provision would work, 

if ultimately enacted." 

"The sales tax base expansion and minimum fees on certain flow-through entities 

reflect Rhode Island's partial attempt to address projected budget shortfalls," adds 

Muroff.  

 

For more information, please do not hesitate to contact: 

 

Jon Muroff  (617) 530-4573  jon.muroff@us.pwc.com 

Kelly Brown  (617) 530-4277  kelly.brown@us.pwc.com 

Adam Weinreb (646) 471-4409  adam.weinreb@us.pwc.com 

 

For more information on PwC' state legislative tracking service, click here. 
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