State of Rhode Island and Providence Plantations
Rhode Island Department of Revenue
Division of Taxation
Public Notice of Proposed Rule-Making
Pursuant to the provisions of 42-35-3(a)(1) of the General Laws of Rhode
Island, and in accordance with the Administrative Procedures Act Chapter
42-35 of the General Laws, the Division of Taxation hereby gives notice of
its intent to repeal a regulation regarding Combined Reporting (pro forma).

The purpose of this regulation is to implement Rhode Island Public Law
2014, Chapter 145, Section 12 which provides for the repeal of Combined
Reporting Study. This regulation shall take effect November 1 2014.

The proposed regulation and concise summary of non-technical
requirements and proposed new rules are available for public inspection at
wWww.tax.ri.gov, in person at the Rhode Island Division of Taxation, or
requested by e-mail at Michael.Canole@tax.ri.gov or by calling Michael
Canole at (401) 574-8729.

In the development of the proposed regulation, consideration was given to:
(1) alternative approaches; (2) overlap or duplication with other statutory
and regulatory provisions; and (3) whether the regulation, in and of itself,
would have significant economic impact on small business. No alternative
approach, duplication, or overlap was identified based upon available
information.

All interested parties are invited to submit written or oral comments
concerning the proposed regulations by Wednesday, September 17, 2014 to
Michael Canole, Rhode Island Division of Taxation, One Capitol Hill,
Providence, RI — telephone number (401) 574-8729 or via e-mail at
Michael.Canole@tax.ri.gov. A public hearing to consider the proposed
regulation will be held on Wednesday, September 17, 2014 at 9:30 a.m., at
the Rhode Island Division of Taxation, One Capitol Hill, Providence, RI, at
which time and place all persons interested therein will be heard. The room
is accessible to the disabled and interpreter services for the hearing impaired
will be provided if requested 48 hours prior to the hearing. Requests for this
service can be made in writing to Michael Canole at the Rhode Island
Division of Taxation, One Capitol Hill, Providence, RI 02908 or by calling
(401) 574-8729.




Rhode Island Department of Revenue

Division of Taxation

Concise summary of all non-technical requirements pursuant to RIGL
Section 42-35-3(a)(1) for rules and regulations.

The purpose of this regulation is to implement Rhode Island Public Law
2014, Chapter 145, Section 12 which provides for the repeal of
Combined Reporting Study.

This regulation shall take effect November 1, 2014,






! William F. Fox and LeAnn Luna, “Combined Reporting with the Corporate Income Tax,” University of
Tennessee, Knoxville, for the National Conference on State Legislatures Task Force on State & Local
Taxation, November 2010.

> H 5894 Aaa, enacted June 30, 2011, establishing RIGL § 44-11-45.



* RIGL § 44-11-45(a)(1).



* Also known as FASB Accounting Standards Codification 740, or “ASC 740”.

> The term “United States” is defined under RIGL § 44-11-45(a)(4) and elsewhere in Rule 5 of this
regulation.

® Appeal of Finnigan Corp., California State Board of Equalization, 88-SBE-022, August 25, 1988.

7 Appeal of Joyce, Inc., California State Board of Equalization, 66-SBE-070, November 23, 1966.



® RIGL § 44-11-45(a)(2).

°RIGL § 7-12-17.

ORIGL § 7-12-13.

" See also Rule 7, “Combined Group — Composition,” and Rule 8, “Unitary Business — Further Defined,”
below.

2 RIGL § 44-11-45(a)(3).

P RIGL § 44-11-45(a)(4).

Y RIGL § 44-11-45(b)(3).



> For purposes of this regulation, a taxpayer with a 52/53-week year shall be treated as having a tax year
beginning date of January 1 and a tax year end date of December 31.



16 . . .
Some of the examples in this section are adapted from the Fox and Luna report, supra.
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' The names of corporations that are used as examples in this regulation are taken mainly from a military
phonetic or spelling alphabet. They are not intended to represent the names of actual corporations.



Taxable-income-total 9750
In-state taxable-income 3,775
T e 3775

" RIGL § 44-11-14.6.

10



YRIGL § 44-11-14.6.
% For the “sales factor” section in the table’s “combined report” column: Charlie’s factors are counted
once, Delta’s twice.
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*! please see Rule 5 for definition of “foreign corporation”.

*? pass-through entities still have a separate filing requirement for Rhode Island, including the Form Rl
1065 for partnerships, Form RI-1120S for franchise tax for S corporations, and annual fee for LLCs not
taxed as C corporations.
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> RIGL § 44-11-45(a)(3).
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** Edison California Stores v. McColgan, 30 Cal.2d 472 (1947); Container Corporation of America v.
Franchise Tax Board, 463 U.S. 159 (1983); Mobil Qil Corp. v. Commissioner of Taxes, 445 U.S. 425 (1980).
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%> Butler Brothers v. McColgan, 315 U.S. 501 (1942).
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% |IRC § 1501 et seq.
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7 Under RIGL § 44-11-11(b)(3), net operating losses cannot be carried back to any other taxable year for
Rhode Island purposes. NOLs shall only be allowable on a carry forward basis for the five (5) succeeding
taxable years to the extent carried forward for federal purposes under IRC § 172, and shall not exceed the
federally allowed deduction for the taxable year.

% RIGL 44-11-11(b)(2).

* RIGL chapter 44-11.

* see Rhode Island Reg. CT 94-06 or, if amended, the subsequent version(s).
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TFax—Year2012

November Oscar Corp- Papa Corp- Combined
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*! Tax credits from a jurisdiction other than Rhode Island cannot be applied against Rhode Island taxable
income.

> RIGL § 42-64.5-1 et seq.

* RIGL § 42-64.14-1 et seq.
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**RIGL § 44-11-5.

% Both the usual six-month extension, and expanded extension, apply solely to the filing of the return.
Payment of the tax shall continue to be due pursuant to RIGL § 44-11-6 (and other provisions as
applicable).
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*® RIGL § 44-11-45(c).
* RIGL § 44-11-45(d).
%% For taxpayers with a 52/53-week year-ending, please see Rule 10(f).
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Able Corp.
- J
( )
X-Ray Corp.
- J
Yankee Corp. Zulu Corp.

* common ownership is defined in Rule 5 of this regulation, and detailed in Rule 7.
** For Rhode Island apportionment purposes, Zulu Corp. chooses not to double-weight sales under RIGL §
44-11-14.6 and instead single-weights sales pursuant to RIGL § 44-11-14(a).
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** pursuant to Rule 13(a) of this regulation, the designated agent must have a Rhode Island filing
requirement under RIGL chapter 44-11. Thus, Able Corp. cannot be the designated agent.
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$200,000

*>RIGL § 44-11-2(e).

* RIGL § 44-11-4 and R.I. Reg. CT 88-07.
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0 they elect to file a Rhode Island consolidated return, total tax would be $1,500.
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page 4 X-Ray Corp.

00-0000000

Federal Employer Identification Number

Schedule CRS - Required Data for Combined Reporting Study

Section 1 - Combined Group Information

[ N
N

A. s this company a member of a combined group of companies?
BE. s another company the designated agent responsible for the combined group?
C. |If yes, provide the federal employer identification number of the designated agent filing the combined report............
D. s an election being made to file based on the federal consolidated return?
E. s aFAS 109 Deduction Statement attached? H
F.  If yes, provide the lump sum FAS 109 deduction amount...
Section 2 - Combined Group Calculations
1. Combined Federal Taxable Income. 1,048,500.00
2. Combined Deductions (Attach detailed schedule) 250,000.00
3. Combined Additions (Attach detailed schedule) 1,500.00
4, Adjusted Taxable Income - Line 1 minus Line 2 plus Line 3 800,000.00
Rhode Island Everywhere Ratio
5. Combined Average Net Book Value of Property............. 75,500,000.00 551,000,000.00 0.137024
6. Combined Receipts using Joyce Method....................... 75,250,000.00 450,500,000.00 0.167037
7. Combined R ing Finnigan Method......... 85,250,000.00 450,500,000.00 0.189234
1,500,000.00 30,000,000.00 0.050000
s Joyce Method Finnigan Method
othod - Add Ratios from lines 5. 7 and & " 0.354061 0.3762538
i - For each method, divide line 9 by 3.0......c....... 0.118020 0.125419
11. Rhode | (&a axable Income - For each method, multiply line 4 times line 10.. 94 416.00 100,335.00
12. Co sland Tax (If zero or less, enter zero.) .. 8,497.00 9.030.00
13. Credit r Combined Reporting (Attach detailed SCHedUIR) —........vvrerereecrermreree 0.00 0.00
14. Tax Due under Combined Reporting - Line 12 minus Line 13 (If zero or less, enter zero.) 8.497.00 9.030.00
15. Tax Due using Single Sales Factor (If zero or 18ss, 8nter ZBro.) ... 12,027.00 13,625.00
16. Tax Due on aciual fiing (Incuding Rhode Istand Mininmum Tax for all members of the combined group) 10.000.00 10,000.00
17. Minimum Tax for the combined group (see instructions)..... 1.500.00 1.500.00
Rhode Island Worldwide
18. Combined Sales 85,250,000.00 450,500,000.00
19. Taxable Income 800,000.00 1.048,500.00

Section 3 - Listing of Companies included in this Combined Report (If more space is needed, attach a separate sheet.)

o = ] et = e
00-0000000 X-Ray Corp. ¥
11-1111111 Yankes Corp Y
22-2222222 Zulu Corp e
33-3333333 Able Corp N
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- Name Federal Employer Tdentification Number
page 4 |Yankee Corp. 11-1111111

Schedule CRS - Required Data for Combined Reporting Study

Section 1 - Combined Group Information
Is this company a member of a combined group of companies?

Is another company the designated agent responsible for the combined group?

No
If yes, provide the federal employer identification number of the designated agent filing the combined report............ 00-0000000

=

NNE

Is an election being made to file based on the federal consolidated return?

mo o w »

Is a FAS 109 Deduction Statement attached?

1]

m

If yes, provide the lump sum FAS 109 deduction amount..........

Section 2 - Combined Group Calculations

1. Combined Federal Taxable Income

2. Combined Deductions (Attach detailed schedulg) ...

3. Combined Additions (Attach detailed schedule)

4.  Adjusted Taxable Income - Line 1 minus Line 2 plus Line 3

Rhode Island Everywhere Ratio

5. Combined Average Net Book Value of Property............

6. Combined Receipts using Joyce Method.............cc.cccc...

Joyce Method Finnigan Method

A el "

=1 £ & L EandD
FddRatosfromtnesotand &

0.000000 0.000000

11. Rhode | axable Income - For each method, multiply line 4 times line 10..

12. Col sland Tax (If zero or less, enter Zero.) ... .,

13. Credit r Combined Reporting (Attach detailed schedule) ...

14, Tax Due under Combined Reporting - Line 12 minus Line 13 (If zero or less, enter zero.)

15. Tax Due using Single Sales Factor (If zero or less, enter Zero.) ......ccceeeisennnnnnns

16. Tax Due on actual fiing (Including Rhode |sland Minimum Tax for all members of the combined group)

17. Minimum Tax for the combined group (see instructions)

Rhode Island Worldwide

18. Combined Sales.

19, Taxable INCOME......ciii s s

Section 3 - Listing of Companies included in this Combined Report (If more space is needed, attach a separate sheet.)

2011 Rl Filing 2011 RI Filing
Eedersl 1ID# tame Requirement (Y/N) Eegeral (02 bame [Requirement (Y/N))
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- Name Federal Employer Identification Number
Eg_le J 120C Zulu Corp 22-2222222

Schedule CRS - Required Data for Combined Reporting Study

Section 1 - Combined Group Information

[I1s

A. s this company a member of a combined group of companies?

B. Is another company the designated agent responsible for the combined group?

C. If yes, provide the federal employer identification number of the designated agent filing the combined report............ 00-0000000
D. s an election being made to file based on the federal consolidated return?

E. Is a FAS 109 Deduction Statement attached? ........... H

F.

If yes, provide the lump sum FAS 109 deduction amMOUNL........c s s s sane e

Section 2 - Combined Group Calculations

1. Combined Federal Taxable Income

2. Combined Deductions (Attach detailed schedule) .....

3. Combined Additions (Attach detailed schedule)

4.  Adjusted Taxable Income - Line 1 minus Ling 2 plus LiNg 3. s s sss s s sass s sass s sasass

Rhode Island Everywhere Ratio

5. Combined Average Net Book Value of Property.............

8. Cnmhinﬁ%

9. atios Total

Joyce Method Finnigan Method
0.000000 0.000000

10. Com! d Apporti tid' - For each method, divide ling 9 by 3.0...iiiiiiianen

11. Rhode Island Adjus axable Income - For each method, multiply line 4 times line 10..

12. Col sland Tax (If zero or less, enter Zero.) ....

13. Credit r Combined Reporting (Attach detailed schedulg) .......covvevrecierisnisnsienns

14. Tax Due under Combined Reporting - Line 12 minus Line 13 (If zero or less, enter zero.)

15. Tax Due using Single Sales Factor (If zero or less, 8nter Zero.) ...,

16. Tax Due on aciual fiing (Including Rhode Island Minimum Tax for all members of the combined group)

17. Minimum Tax for the combined group (see iNStructions).........cvecie i

Rhode Island Worldwide

18. Combined Sales

19. Taxable Income e R 4 AR b

Section 3 - Listing of Companies included in this Combined Report (If more space is needed, attach a separate sheet.)

—~
Federal 1D# Mame R Faderal 1D# Name R EMQ irement (Y/N)

uiremant (/N
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