
not to approve Parts 1 and 
2 . Applicants who clear 
these hurdles (and meet 
certain other requirements)  

may qualify 
for the tax 
credits 
once their 
projects are 
completed. 
But if they 
fail to ob-
tain ap-
proval 
within the 
required 
time limit,  
they will 
have to 
forfeit their  
right to the 
credits.  

Those rights will then be 
passed along to others in the 
historic tax credit queue. 

(Please turn to page 3) 

F or applicants in Rhode 
Island’s newly re-

opened historic tax credit 
program, one deadline is 
over, but 
another 
looms. 

  Applicants 
who were 
tentatively 
awarded 
credits at 
the Rhode 
Island Divi-
sion of 
Taxation’s 
public 
drawing in 
late August 
were sent a 
letter of 
notification 
shortly afterward by the 
Division of Taxation. The 
applicants generally have 90 
days from the date of that 

letter to submit their appli-
cations (technically, Parts 1 
and 2) with the Rhode Is-
land Historical Preservation 

& Heritage Commission. 
The commission then has 90 
days from the submission 
date to decide whether or 
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RHODE ISLAND TAX NEWS 

FREE SEMINAR FOR   
PRACTITIONERS 

 Focus includes ‘what’s 
new for filing season’ 

 Penalties for paid prepar-
ers also on agenda 

 Will cover basics of Form 
1040H and EITC 

 One session to be held at 
CCRI in Newport 

 Another session to be at 
CCRI in Warwick 

 See page 4 for details 
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Inside: 

T he Rhode Island Divi-
sion of Taxation is 

beefing up enforcement of 
state tax laws by expanding 
and centralizing enforce-
ment activities under a 
newly created Special Inves-
tigations Unit (SIU). 

  The unit will serve as the 
Division’s primary criminal 
tax enforcement unit.  

  Its formation signals that 
the Division of Taxation is 
bolstering its crackdown on 
tax refund fraud – and on 

other violations of state tax 
law. “Tax refund fraud is a 
cancer that is spreading 
across the nation,” Rhode 
Island Tax Administrator 
David M. Sullivan said.  

(Please turn to page 2) 

Observers: A conference room at the Powers Building in Providence was 
crowded on August 27, 2013, when the Rhode Island Division of Taxation 

held a drawing involving historic preservation tax credits.  
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  The Internal Revenue Ser-
vice and many states, includ-
ing Rhode Island, have re-
ported a sharp increase in 
recent years in the filing of 
income tax returns that 
claim potentially fraudulent 
tax refunds, often employing 
identity theft.  

‘Wreaks havoc’ 

  The National Taxpayer 
Advocate, Nina E. Olson, 

told 
Congress 
recently 
that the 
problem 
of tax 
refund 
fraud 

and identity theft “wreaks 
havoc on our tax system.” 

  At the state level, the 
Rhode Island Division of 
Taxation has seen explosive 
growth in the number of 
fraudulent claims for refunds 
– and in other types of 
criminal and fraudulent ac-
tivity, including the smug-
gling of contraband ciga-
rettes.   

Increased staff 

  To help combat tax fraud 
and other tax crimes, the 
Division of Taxation has 
increased staff and reallo-
cated current resources.  

  During the past two years, 
the Division of Taxation was 
able to stop 3,783 fraudu-
lent refunds, saving the 
State more than $1.2 mil-
lion in revenue.  

  In November 2011, the 
Division teamed with the 
Rhode Island State Police to 
successfully stop a multi-
state cigarette trafficking 
ring; more than 100,000 
packs of contraband ciga-
rettes were seized.   

  Hard-working team 

  “In recent years, as we 
added several members to 
the staff, we’ve had a team 
of hard-working investiga-
tors working under the um-
brella of our Excise Tax 
section to combat illegal 
sales of contraband ciga-
rettes,” Sullivan said. 

  Now the time has come 
for the Division of Taxation 
to expand and centralize 
investigative activities under 
a new Special Investigations 
Unit – which will stand as 
an independent unit within 
the Division of Taxation. 

  “The unit will allow the 
Division to more efficiently 
and effectively identify, 
monitor, and quantify tax 
fraud and related activity, 
and better position the Divi-

sion to assist law enforce-
ment agencies in criminal 
prosecution,” Sullivan said.  

  The new unit will also 
look into other areas of 
potential fraud and abuse, 
such as misclassification of 
workers (as independent 
contractors instead of em-
ployees), trust fund tax 
fraud, other business tax 
fraud, and refund fraud – 
including, but not limited 
to, earned income tax 
credit fraud, property tax 
relief fraud, and identity 
theft, Sullivan said. 

  The SIU will review al-
leged violations of the tax 
laws, investigate those vio-
lations, and recommend 
criminal prosecutions as 
warranted.  

  In carrying out its role to 
identify willful noncompli-
ance with the state’s tax 
laws, the unit will rely on 

referrals from other sections 
within the Division of Taxa-
tion, as well as information 
from other governmental 
agencies and the public.  

  “The overwhelming major-
ity of taxpayers are honest 
and pay what they owe,” 
Sullivan said. “This new unit 
will help us enforce state tax 
laws as effectively as we can 
– thus ensuring that honest 
taxpayers are not overbur-
dened – and pay no more 
than their fair share.” 

Nine-person team 

  The unit will report directly 
to the Tax Administrator and 
consist of nine positions 
overall, including seven 
existing positions and two 
new positions: a chief reve-
nue agent and a revenue 
agent. The chief will be a 
licensed attorney with in-
vestigative experience. 

INVESTIGATIONS UNIT LAUNCHED (CONTINUED FROM PAGE 1) 
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DIVISION OF TAXATION REMINDER ON E-FILING FOR RI-1041 
The Rhode Island Division 
of Taxation plans to begin 
accepting electronically 
filed fiduciary income tax 
returns on Form RI-1041 
starting in January 2014 -- 

for tax year 2013. Thus, 
practitioners should be able 
to e-file their 
federal and 
Rhode Island 
fiduciary income 

tax returns. Those practi-
tioners who can’t -- due to 

software limita-
tions -- may 
wish to ask 
their software 

providers to allow for e-
filing of the forms, or con-
sider switching to another 
software provider. 

Nina E. Olson 



  Rhode Island enacted a 
historic tax credit program 
in 2001. At the time, the 
General Assembly found 
that Rhode Island’s historic 
structures experienced high 
vacancy rates and physical 

deterioration. Without add-
ing economic incentive, the 
General Assembly con-
cluded, the structures would 
not be viable for redevelop-
ment and reuse – and they 
would continue to deterio-

rate. 

  The tax credit program 
was popular, but as the re-
cession gained hold, the 
program was generally 
closed in 2008. Certain pro-
jects were essentially grand-
fathered. But some other 
projects were “abandoned” 
– leaving about $34.5 mil-
lion in credits available but 
unclaimed as of May 15, 
2013. 

Program reopens 

  It was those unused credits 
that became available to 
qualified applicants through 
a reopened program author-
ized by legislation approved 
by the General Assembly 
and signed into law by Gov-
ernor Lincoln D. Chafee on 
July 3, 2013.  

  The reopened tax credit 
program – which uses the 
term “historic preservation 
tax credits” – is intended to 
encourage the redevelop-
ment and reuse of historic 
buildings and help spur eco-
nomic growth. 

  On August 1, 2013 – the 
first day that the Division of 
Taxation began accepting 
applications for the credits – 
the credits were immedi-
ately oversubscribed: the 
agency received requests for 
$54.5 million in credits, 
which is about $20 million 
more than were available.  

Entered in drawing 

  As a result, all of the 41 
applications received on or 
before August 1 were en-
tered into the drawing. Each 

applicant was assigned a 
number. During the draw-
ing, the agency pulled each 
number to establish a 
queue. In general, those at 
the front of the queue ten-
tatively obtained the right 
to claim available credits at 
a later date (if their com-
pleted applications were 
approved and they meet 
certain other require-
ments).  

  Of the 41 applicants in 
the drawing, 32 were ten-
tatively allocated credits; 
the other nine are in queue 
in case someone ahead of 
them drops out. (Seven 
others whose applications 
were received after August 
1, 2013, were placed at 
the end of the queue in the 
order in which they were 
received.) 

  So if any of those at the 
front of the queue fail to 
meet the deadline, their 
credits will be forfeited to 
those who remain in queue 
– hoping to be tentatively 
awarded credits of their 
own.  
 

The deadline described at the 
beginning of this article is the 
one currently in use. A stricter 
deadline was originally estab-

lished, but the Division of Taxa-
tion has since modified it to make 

things more convenient for all 
involved.  

Click here for program back-
ground and other information 

from the Rhode Island Historical 
Preservation & Heritage Commis-
sion. Click here for the Division 
of Taxation’s emergency regula-

tion. 

A DEADLINE FOR HISTORIC TAX CREDITS (CONTINUED FROM PAGE 1) 
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Transparency:  Rhode Island Tax Administrator David M. Sullivan 
(right) ordered that the historic tax credit drawing be held in a public 

forum. Numbers assigned to projects were placed in sealed envelopes and 
the envelopes inserted in a clear drum, which Sullivan spun. Michael F. 

Canole (left), the agency’s chief of examinations, withdrew one envelope at 
a time at random, read the number, then wrote it on a board (see below). 
Dorothy Z. Pascale, CPA, CFF, chief of the Rhode Island State Bureau of 

Audits, observed the drawing and certified its results.  
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T he Rhode Island Division 
of Taxation will hold a 

free seminar for tax preparers. 
The chief focus will be what’s 
new for the coming filing sea-
son and what’s new in state tax 
law -- including preparer penal-
ties, tax form changes, and 
updates for sales and use tax 
and corporate tax. 

  The seminar will also include 
a primer on the property-tax 
relief credit (Form RI-1040H), 
the Rhode Island earned in-
come credit, Schedule W, and 
Schedule M -- including how 
they work, and what issues 
might result in problems. 

  The agency will hold the semi-
nar at the Community College 
of Rhode Island campus in 
Newport on November 14, 
2013. For those unable to at-
tend that session, the Division 
of Taxation will offer the same 
agenda in a meeting at CCRI’s 
Warwick campus December 4, 
2013. 

Pre-registration  

  The seminar is free, but pre-
registration is required. (Please 
see box at right for details.) 
Preparers should sign up for 
whichever session is most con-
venient for their schedules and 
locations, said Tax Administra-
tor David M. Sullivan.  

  “We want to give preparers a 
chance to meet with us, get 
their questions answered, and 
be briefed on changes – all in 
advance of the coming filing 
season,” Sullivan said. 

  The Division of Taxation, 
prior to each filing season, typi-
cally sends representatives to 
meetings sponsored by trade 
associations whose members 

are preparers. Such presenta-
tions are typically only for 
members of a particular trade 
association and are sponsored by 
that group. 

  The seminar at CCRI is spon-
sored by the Division of Taxa-
tion and is open to any pre-
parer. “With this free seminar, 
we hope to reach those who are 
registered tax return preparers 
or others employed by national 
or regional tax preparation 
firms, as well as those who pre-
pare returns seasonally and may 
be self-employed and not part of 
a professional association,” said 
Peter McVay, associate director 
of revenue services. CPAs, EAs, 
PAs, and other preparers are 
welcome to attend, too, Sulli-
van said.  

  “The seminar at CCRI is in-
tended to supplement – not to 
replace – our regularly sched-
uled presentations to practitio-
ner groups,” Sullivan said. “We 
value those professional groups 
and the work they do, and the 
members of those groups are of 
course welcome to register for 
the CCRI seminar, too,” he 
said.  

  “CCRI is an invaluable re-

source for Rhode Island, and we 
are delighted and appreciative 
that CCRI has made available its 
resources to us for this impor-
tant seminar,” Sullivan added. 

 

Newport campus 

 The first session will be held 
at the CCRI 
Newport 
County Cam-
pus, in New-
port, on No-
vember 14 
from 9:00 
a.m. to 
11:30 a.m. 
Click here for directions. 

 

Warwick campus 

 The seminar will be repeated 
at CCRI’s 
Knight 
Campus in 
Warwick 
on Decem-
ber 4 from 
9:00 a.m. 
to 11:30 
a.m. Click 
here for directions. 

TAX DIVISION OFFERS SEMINAR FOR PREPARERS 
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Outreach: 

Seminar: The Division of Taxation will hold a seminar for practitioners in November 
at the Community College of Rhode Island (CCRI) campus in Newport. The seminar 

will be repeated in December at the CCRI campus in Warwick. 

 

 

Pre-register 
online 

The Rhode Island Divi-
sion of Taxation is 

sponsoring a seminar 
for preparers. It will be 
held on two separate 
dates -- you can pick 

one that best suits your 
schedule and location. 

To pre-register for a 
session, click here and 
use the “Seminar for 

Preparers” link. 
 

(The online pre-registration 
tool was put together by the 

experts at RI.gov, which is the 
official government Web portal 
for the State of Rhode Island.) 
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Following is a summary of tax-
related cases in which final deci-
sions were made after adminis-
trative hearings. By law, deci-

sions are public information, but 
taxpayer information cannot be 

disclosed. 

Refund denial 

  A married couple claimed a 
carryover for the 2008 re-
turn, and a refund for the 
2009 return. But the Division 
of Taxation turned them 
down, saying they had not 
met the time-related require-
ments. 

  At a hearing, the wife testi-
fied that the Division of Taxa-
tion took 15 months to notify 
the couple that their 2008 
claim for carryover was de-
nied, which was too long a 
delay and created a hardship. 
She also asserted that Rhode 
Island law should be read the 
same as the federal statute. 

  The couple’s 2008 tax was 
deemed paid April 15, 2009. 
The taxpayers were able to 
request a refund (carryover) 
two years from that date. Any 
claim for a refund filed in the 
two-year period would be 
limited to amounts paid in the 
in the preceding two years. 
The problem is that the cou-
ple filed their 2008 return on 
June 16, 2011 -- which is past 
the two-year period (from the 
date the taxes were deemed 
paid) in which a refund re-
quest may be made. Taxpay-
ers also may request a refund 
within three years of filing the 
return -- but the statute limits 

the amount of the refund to 
the portion of tax paid 
“within the three-year pe-
riod,” and the couple had not 
paid any tax from June 16, 
2011, to the present. 

As for the couple’s 2009 tax, 
it was deemed paid April 15, 
2010. They filed their return 
January 8, 2013 -- but that’s 
not in keeping with the two-
year rule, which says that 
refund claims may be filed 
within two years from the 
date the taxes were deemed 
paid. What about the three-
year rule? The couple has not 
paid any tax from the filing 
date to the present. 

Thus, Hearing Officer Cath-
erine R. Warren determined 
that the couple was not enti-
tled to the claimed refunds 

(carryover). She also reiter-
ated that federal and Rhode 
Island law work differently 
when it comes to how long 
taxpayers have to claim re-
funds. 

  Warren on June 25 ruled 
that the Division of Taxation 
had properly denied the cou-
ple’s claim for the refund 
(carryover). Tax Administra-
tor David M. Sullivan on June 
26 adopted the hearing offi-
cer’s decision and recommen-
dation. 

- Final Decision and Order 
No. 2013-03 

 

Historic tax credits 

  At issue is whether a devel-
opment fee counted as a 
qualified rehabilitation expen-
diture (QRE) under the 
state’s historic tax credit pro-
gram – as set forth in Rhode 
Island General Laws (RIGL) §  
44-33.2-1 et seq. (In general, 
the credit is calculated based 
on a percentage of QREs.) 

  The taxpayer argued that it 
had been assigned to pay the 
development fee within a 
certain number of years, 
based on an agreement that 
represented a binding obliga-
tion. Although the fee had not 
actually been paid, the tax-
payer argued that, under the 
accrual method of accounting, 
an expense counts when in-
curred (regardless of when 
actually paid). 

(Please turn to page 6) 

 

RECENT STATE TAX CASES IN SUMMARY  
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Legal Corner: 

 

Rhode Island Tax News 
provides only summaries of some 
recent tax-case decisions, which 
are based on specific facts and 

circumstances. 
The summaries are merely infor-

mative and provide general 
information. To determine how 
state tax laws and regulations 

apply to your particular circum-
stances, please consult your tax 

professional. 

Tax Hearings 
Any taxpayer aggrieved 
by the action of the Tax 
Division in determining 
the amount of tax, sur-
charge, or penalty, may 

make written request for 
a formal hearing. 

The taxpayer is first 
afforded an opportunity 

to have a preliminary 
review. Should the mat-
ter not be resolved, it 
may then proceed to 

formal hearing under the 
terms of the state Ad-

ministrative Procedures 
Act (RIGL § 42-35-1 et 
seq) and Tax Division 

regulation AHP 97-01. 

If not satisfied with the 
outcome, the taxpayer 
may appeal to Sixth Di-

vision District Court 
(RIGL § 8-8-24 et seq). 
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RECENT STATE TAX CASES IN SUMMARY (CONTINUED FROM PAGE 5) 

The Division of Taxation 
argued that, at the time of 
audit, the purported 
developer had no em-
ployees, and because of 
other factors, the fee 
was essentially being 
paid by the taxpayer to 
the taxpayer. The 
agency also argued that, ac-
cording to documents, the 
fee was to be paid from 

available cash flow – with no 
binding obligation to pay 

until the 12th year. 
The agency also argued 
that QREs are for costs 
actually incurred and 
paid, not for accrued 
costs that exist be-
tween companies and 

might never be paid.  

Warren determined that the 

statute clearly provides for 
credits to be determined on 
“amounts expended” 
rather than on 
amounts billed or to 
be paid. She also 
wrote, “The statute 
does not provide that 
tax credits are to be given for 
liabilities. Rather, tax credits 
are to be given for actual ex-
penditures.” 

After a hearing, Warren 
recommended on July 22, 

2013, that the credit 
be denied. Sullivan 
on July 23, 2013, 
adopted the hearing 
officer’s decision and 

recommendation. 

 

-- Final Decision and Order 
No. 2013-04 

RHODE ISLAND TAX NEWS IN BRIEF 
Tax amnesty 

 The Multistate Tax Com-
mission’s website lists tax 
amnesties throughout the 
country that are currently 
being held or that will be 
held soon. Click here to see 
the latest list. 

  One amnesty that may be 
of special interest to practi-
tioners in Rhode Island and 
surrounding areas is the 
Connecticut tax amnesty. 

  The Connecticut Depart-
ment of Revenue Services 
(DRS) launched the amnesty 
on September 16, 2013. The 
program will run through 
November 15, 2013. 

  The amnesty is for all taxes 
except motor carrier road 
taxes. It applies for any tax 
period ending on or before 
November 30, 2012.  

  Under the program, if a 
taxpayer pays tax and inter-
est, Connecticut agrees not 
to collect any civil penalties 
that would have been appli-
cable, and agrees not to seek 

criminal prosecution. Fur-
thermore, program appli-
cants may qualify for a 75 
percent reduc-
tion in the 
amount of inter-
est they owe. (If 
a taxpayer fails to 
come forward, 
the taxpayer may 
face a 25 percent special pen-
alty under certain condi-
tions.) Click here for the 
Connecticut amnesty site. 

Personal income tax  

  The deadline earlier this 
year for personal income tax 
returns was April 15.  

  If you obtained a six-month 
extension, your new dead-
line is October 15, 2013. 

Employer tax 

  October is the deadline for 
employers to file their third 
wage and tax report for 2013 
and pay the tax due.  

  About 32,000 employers 
have until midnight on Octo-
ber 31 to file and pay their 
state unemployment insur-

ance tax (also known as the 
employment security, or ES, 
tax) and job development 

fund tax, and to 
file and remit the 
amount of Rhode 
Island temporary 
disability insur-
ance (TDI) tax 
withheld from 

employees’ wages. Click here 
for more details. 

Corporate tax 

  For some calendar-year C 
corporations, a deadline 
looms.  

  C corps that are subject to 
pro forma combined reporting, 
obtained a six-month exten-
sion earlier this year, then 
opted for an additional one-
month extension, now face a 
filing deadline of October 15, 
2013. 

Division posts guidance  

  The Division of Taxation on 
September 6, 2013, posted 
tax guidance involving Rhode 
Island’s same-sex marriage 
law.  

  The guidance -- in the form 
of an Advisory and 15 pages 
of FAQs - focuses on filing 
status, employee benefits, 
amended returns, and other 
items. 

Refund tool update 

  A special edition of the 
Rhode Island Division of 
Taxation’s newsletter, Rhode 
Island Tax News, said in Janu-
ary 2013 that the “Where’s 
My Refund?” tool on the 
agency’s website would, in 
certain situations, provide 
taxpayers by late February 
with more information as to 
the status of the taxpayer’s 
refund -- and provide guid-
ance on what steps to take to 
resolve any issues. 

  Unfortunately, the upgrade 
was stalled by technical is-
sues. However, many of 
those issues have now been 
resolved. As a result, it’s 
possible that the tool will be 
upgraded in time for the 
coming filing season, which 
starts in January 2014. 
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T he Rhode Island Divi-
sion of Taxation re-

cently posted a proposed 
regulation to help imple-
ment a new state law that 
establishes a statewide arts 
district for sales and use tax 
purposes. 

  As a result, starting De-
cember 1, 2013, sales of 
certain works of art sold by 
Rhode Island artists any-
where in the state will be 
exempt from the state’s 7 
percent sales and use tax. 

General Assembly 

  When the General Assem-
bly first established an arts 
district in August 1996, 
effective January 1, 1997, it 
was restricted largely to 
downtown Providence. 

  The law was changed over 
the years to include addi-
tional municipalities -- or 
areas within those munici-
palities --  including Provi-
dence, Pawtucket, West-
erly, Woonsocket, Tiver-
ton, Little Compton, New-
port, Warwick, and War-
ren. 

  However, legislation ap-
proved by the General As-
sembly and signed into law 
by Governor Lincoln D. 
Chafee in July 2013 broad-
ens the program to include 
the entire state. 

  As a result, in general,  
works of art sold in Rhode 
Island starting December 1, 
2013, will be free of the 
state’s 7 percent sales and 
use tax. 

STATEWIDE ARTS DISTRICT STARTS DECEMBER 1 

Fine arts: Works of art by current and retired state employees are displayed 
periodically in the Atrium Gallery (pictured above and below) of the Powers 

Building in Providence in an exhibit sponsored by the Rhode Island State Council 
on the Arts 

Photos courtesy of Rhode Island State Council on the Arts 

Increased presence 

  What prompted the ex-
pansion? In a kind of pre-
amble to the new law, the 
General Assembly said that 
the original community-
based arts districts -- where 
“one-of-a-kind limited pro-
duction” works of art may 
be sold exempt from state 
sales tax -- resulted in an 
increased presence for the 
arts in designated cities and 
towns, with benefits to 
those communities and to 
the state. 

  Since the establishment of 
arts districts, many com-
munities have sought legis-
lation to expand the pro-
gram to their city or town, 
the General Assembly 
found. 

  “There is value in expand-
ing the arts district program   
statewide, providing incen-
tives for the sale and pur-
chase of art,” the General 
Assembly found.  

Making history 

  Establishing an arts district 
covering the entire state 
represents “a unique oppor-
tunity for Rhode Island to 
shape history, and gain an 
advantage over other states, 
by becoming the first and 
only state in the country to 
declare a statewide sales tax 
exemption on art,” the 
General Assembly said. 
This will strengthen Rhode 
Island’s identity as an arts-
friendly destination and 
“State of the Arts”. 

  Starting December 1, 

2013, the sales tax exemp-
tion will apply to sales by 
writers, composers, and art-
ists residing in and conduct-
ing a business anywhere 
within the state of Rhode 
Island.  

  In general, the exemption 
applies only to original and 

creative works by such writ-
ers, composers, and artists -- 
whether the works are writ-
ten, composed, or executed 
for “one-of-a-kind limited” 
production. 

(Please turn to page 8) 
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  Among the works that are 
eligible for the sales tax 
exemption starting Decem-
ber 1, 2013, under the 
statewide arts district are: 

 A book or other writing; 

 A play; 

 A musical composition; 

 A painting, print, photo-
graph or other like picture; 

 A sculpture; 

 Traditional and fine 
crafts; 

 The creation of a film; 

 The creation of a dance. 

STATEWIDE ARTS DISTRICT (CONTINUED FROM PAGE 7) 

  The new law generally 
means no sales tax will be 
due on the sale of such 
works by any individual 
who is a resident of Rhode 
Island and who has a princi-
pal place of business in 
Rhode Island. The sales tax 
exemption also applies to 
the sales of works by such 
artists at art galleries in 
Rhode Island -- including 
“pop-up” galleries and art 
festivals. 

Apply for certificate 

  Artists, legal entities, or 
galleries who want to take 
advantage of the new law 

must apply to the Division of 
Taxation for a certificate of 
exemption -- before the sale 
takes place. (As of Septem-
ber 24, 2013, the certificate 
could be viewed or 
downloaded here.) 

Reapply  

  Individuals, legal entities, 
or galleries that already have 
an exemption for artistic 
works granted prior to De-
cember 1, 2013, must reap-
ply to the Division of Taxa-
tion for the exemption. For 
more information, call the 
Division of Taxation’s Ex-
cise Tax section at (401) 

574-8955 from 8:30 a.m. 
to 3:30 p.m. business days. 

   Note: Rhode Island law has 
not changed regarding a special 
personal income tax break for 
artists under certain conditions. 
That break is only for income 
derived from the sale of works 
created within a specified mu-
nicipal district by writers, com-
posers, and artists who live and 
work within those districts. In 
other words, the new law estab-
lished a statewide arts district 
for purposes of the sales tax, 
but not for purposes of the in-
come tax; the income tax rules 
remain the same. 

  The Rhode Island Divi-
sion of Taxation has cre-
ated a consolidated form 
that’s mainly for those 
involved in the transfer of 
liquor licenses. 

  Under the old system, 
someone seeking to trans-
fer a liquor license had to 
file two forms: a request 
for a certificate of good 
standing, as well as a re-
quest for a letter of good 
standing. 

  In the name of efficiency, 
the agency’s Office Audit 
and Discovery section 
expanded the letter-of-
good-standing application 
form to also serve those 
who need a certificate of 
good standing. As a result, 
if you now need to trans-
fer a liquor license, you’ll 
use a single form -- saving 

you the time and effort of 
filing two separate forms. 

  You’ll use the single con-
solidated form if you sell, 
transfer, or are seeking a 
new liquor license. You’ll 
also use it if you’re changing 
the location of the liquor 
license within the same com-
munity, changing the name 
of the liquor licensee, chang-
ing the ownership, or in 
certain other situations. 

(A screenshot of the single 

consolidated form -- as of 
September 25, 2013 -- is 
shown above.) 

  While the main point of 
creating a single consoli-
dated form was to make 
things less complicated for 
liquor license holders, the 
Division of Taxation also 
took the opportunity to 
modify and add to the in-
structions to make them 
clearer.  

In addition, as a conven-

ience and help for taxpay-
ers, the single consoli-
dated form now includes a 
page which explains filing 
requirements for business 
owners. 

Note: License renewals 

  If you are renewing your 
liquor license, nothing has 
changed: continue to file a 
request for a certificate of 
good standing. 

http://www.tax.ri.gov/forms/2012/Excise/SalesUse/Artistic%20Works%20Sales%20Tax%20Exemption.pdf�


  The Rhode Island Division of 
Taxation has begun revising all 
of its tax forms -- mainly to 
accommodate a new agency-
wide computer system that is 
now being implemented.  

  Part of that new system will 
involve installing and imple-
menting a state-of-the-art 
scanning and imaging system, 
which will allow the agency to 
scan in returns and other 
forms that some taxpayers file 
on paper. That, in turn, will 
eventually allow for faster and 
more efficient and effective 
processing and analysis of re-
turns. To get the most of the 
new scanning system, the Di-

vision of Taxation is revising 
all forms to make them uni-
form in size and appearance. 
“The changes will be rolled 
out gradually. We want to go 
at this 
care-
fully 
and 
me-
thodically,” said Rhode Island 
Tax Administrator David M. 
Sullivan. “But starting late this 
year – and certainly in the 
filing season that starts in 
January 2014 – taxpayers, 
practitioners, and software 
providers will begin to notice 
the changes. Our forms will 

be sleeker, cleaner, and more 
compact in appearance,” Sulli-
van said. “Also, even if you 
prepare returns on your com-
puter, when you print out the 

form it 
will 
look 
differ-
ent. 

And preparers will have to 
include their PTINs and con-
tact information on the re-
turn,” he said. The changes 
will also encourage software 
providers to make more 
Rhode Island forms available 
for e-file, he said. Each form 
will carry a bar code, dis-

MAJOR REVISION OF TAX FORMS UNDER WAY 
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played prominently toward 
the top right of the first 
page. The bar code will con-
tain key information that the 
scanner will use to properly 
sort returns and forms. (See 
excerpt of draft form at left.)  

  Revised forms will be 
posted on the Division of 
Taxation’s website periodi-
cally. The revision process 
will also allow for a general 
sprucing up of some forms 
and instructions. “For tax-
payers, practitioners, and 
other stakeholders, we ask 
your patience – and we be-
lieve that you will appreciate 
the end result,” Sullivan said. 
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NEW CHIEF OF E-GOVERNMENT APPOINTED 

D aniel T. Clemence 
has been appointed 

chief of the Rhode Island 
Division of Taxation’s E-
Government section. 

  He will oversee electronic 
filing and electronic pay-
ments and will also work 
with software vendors. 

  “Dan’s promotion repre-
sents a formal recognition of 
the depth and breadth of his 
knowledge and experience, 
his solid work ethic, and his 
ability to master new skills,” 
said Rhode Island Tax Ad-
ministrator David M. Sulli-
van.  

  “He is extremely knowl-
edgeable about the area of 
e-government, which is an 
important focus of the Divi-
sion of Taxation. He is also 
playing a key role for us in 
implementing our new 

agency-wide computer sys-
tem.” 

  Clemence was recently 
named to serve as a member  
of the Federal-State Tactical 
Advisory Group (TAG), 

which is a national commit-
tee that focuses on electronic 
tax initiatives, including e-
filing.  

  Born and raised in North 
Scituate, Clemence gradu-

ated from the University of 
Rhode Island in 1998 with a 
bachelor of science degree 
in accounting. He joined the 
Division of Taxation in 
1998 as a revenue officer in 
the Compliance & Collec-
tions section, and later 
worked as a revenue agent 
in Field Audit. In 2001, he 
worked for American 
Power Conversion Corp. as 
a desktop computer support 
analyst before returning to 
the Division of Taxation 
later that year as a tech sup-
port specialist in Processing.  

  In 2004, Clemence was 
promoted to the rank of 
principal revenue agent in 
the electronic funds transfer 
unit of Processing. He re-
sides in North Scituate with 
his wife and their three chil-
dren. 

New Chief: Daniel T. Clemence is now chief of the Division of 
Taxation’s E-Government section.  



 

Q: A client read in Rhode 
Island Tax News that their 
restaurant is no longer 
required to file an annual 
report for liquor sales. Is 
that true? The client is a 
small restaurant that 
sells alcohol for con-
sumption to patrons. 

A: Yes. As you know, retail-
ers each 
year must 
file a sales 
tax recon-
ciliation – 
in es-
sence, an 
annual 
return.  

The ques-
tion is, do 
they file 
the regu-
lar annual 
sales tax reconciliation or the 
special one that is geared to-
ward sellers of alcoholic bev-
erages? 

Under the old law, each li-
censee authorized to sell in-
toxicating beverages at 
wholesale or retail in Rhode 
Island was required to file the 
special one, listing total sales 
of alcoholic beverages as well 
as sales tax and excise tax 
collections on those sales for 
the immediately preceding 
calendar year. 

Under the new law, only 
Class A licensees – essentially 
liquor stores and package 
stores – must file the special 
annual reconciliation. The 
next one is due on or before 
February 3, 2014.  

All other retailers -- including 
restaurants, whether or not 
they sell alcoholic beverages -
- must file the regular annual 
sales tax reconciliation, which 
is due on or before January 
31, 2014.  
 

Q: Some clients who ap-
plied for the property-tax 

relief on 
Form 
RI-
1040H, 
or for 
the 
Rhode 
Island 
earned 
income 
credit, 
or both, 
have 
received 
notices 
because 

they e-filed their returns 
electronically through 
our firm. I have found 
out . . . that this issue 
could be fixed if all the e-
filed Rhode Island returns 
with credits had copies of 
their federal tax returns 
attached to enable the 
Division of Taxation to 
see that most of the peo-
ple claiming these credits 
are self-employed and 
have adjustments to their 
total income to arrive at 
AGI.  Can’t we get the 
federal 1040 to attach to 
the RI-1040 through the 
tax software?  

A: We take part in the ad-
vanced federal electronic fil-
ing system known as Modern-
ized e-File, or MeF. As a re-
sult, we already have access 

to the federal tax return in-
formation that you mention, 
so there’s no need for you to 
take the additional step of 
attaching the federal return to 
your e-filed Rhode Island 
return.  

But there is a broader issue 
involved: fraud.  

At the Division of Taxation, 
we face a balancing act: we 
must promptly process claims 
for tax credits from taxpayers 
who are eligible for those 
credits, but we must also do 
as much as we can to prevent 
fraud in order to safeguard 
taxpayer dollars. 

That’s where income verifica-
tion comes in: a taxpayer who 
claims the Rhode Island 
earned income credit, for 
example, must have earned 
income.  

We have measures in place 
that are designed to verify the 
income that the taxpayer re-
ports on the return -- as an 
effort to prevent fraud.  

Our verification checks can 
take time -- and the process-
ing of some returns can be 
delayed temporarily as a re-
sult.  

But we feel these checks are 
an important way to help 
guard against fraud -- and to 
safeguard taxpayer dollars. 
 

Q: I e-file my client’s cor-
porate return, then my 
client mails in the paper 
return. That way, we fig-
ure, you guys will be sure 
to get the return -- one 
way or the other. Is that 
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Practitioners’ Corner: 

 

About ‘Practitioners’ 
Corner’ 

The “Practitioners’ Cor-
ner” feature provides 

general answers to some 
of the questions that the 
Tax Division encounters 

through the normal 
course of business. 

The answers are in-
tended solely to provide 

general information. 
They do not represent 

formal guidance, and are 
not substitutes for Rhode 

Island General Laws, 
Tax Division regulations, 
or Tax Division rulings. 

a good idea? 

A: No. When we receive an 
e-filed return and a paper 
return for the same taxpayer 
for the same tax year, our 
computer system automati-
cally enters an “error code” 
for the paper filing.  

As a result, processing of 
that taxpayer’s return slows 
dramatically, and staff time 
must be set aside to resolve 
the error. 

So, what may seem like a 
valid belt-and-suspenders 
approach for you and your 
client ends up bogging 
down the system.  

(Please turn to page 11) 
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mandate will apply for tax 
year 2014 returns.  

(In general, our system can-
not accept e-filed prior-year 
returns, so the corporate e-
file mandate does not apply to 
prior-year returns.)  

Click here for the statute re-
garding the 
e-file man-
date. Click 
here for the 
regulation. 
 

Q: Our 
corporate 
tax return 
preparer 
has indi-
cated that the profes-
sional tax preparation 
software that their firm 
uses is not equipped for 
electronic filing for 
Rhode Island. Accord-
ingly, we plan on filing a 
paper version of the re-
turn despite the corpo-
rate electronic filing 
mandate. Will this pose 
any problems? 

A: The corporate e-file man-
date applies to paid preparers, 
not to the taxpayers them-
selves, so you’re all set. But 
you might suggest that your 
preparer contact us to learn 
more about the mandate and 
to provide us with details 
about the software provider. 
Oftentimes, software provid-
ers agree to provide e-filing 
after we contact them. E-mail 
the Rhode Island Division of 
Taxation’s Daniel Clemence: 
Daniel.Clemence@tax.ri.gov. 
 

Q: Our firm is based out-
side of Rhode Island and 
provides tax preparation 
services. But our software 
does not support e-file for 
Rhode Island corporate 
returns. What can we do? 

A: Let us know the name of 
the software provider and the 

name of the soft-
ware. As noted 
above, software 
providers often 
agree to provide 
Rhode Island e-file 
for their clients 
after we contact 
the provider. 
 

Q: We are an 
accounting firm in New 
York City. We will e-file 
our client’s Rhode Island 
corporate income tax 
return on Form RI-1120C 
for the first time this 
year. Do we need to file a 
signature authorization 
form, too? Some states 
require it. 

A: Rhode Island does not have 
its own e-file signature au-
thorization form for purposes 
of e-filing Rhode Island part-
nership or corporate returns. 
However, we will rely on a 
copy of the applicable federal 
form from the U.S. Form 
8879 series. In other words, 
we’ll accept the federal form, 
so be sure to keep it on file. 
 

Q: Did Rhode Island im-
plement a $500 tax on all 
partnership tax filings for 
2012? I have a client that 
just received a bill for the 
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Practitioners’ Corner: 

 

 

Archives online 

Previous issues of the 
Rhode Island Division of 
Taxation’s newsletter, 
Rhode Island Tax News, 

are available for viewing 
or for download at the 

agency’s website: 

www.tax.ri.gov/
newsletter/index.php 

$500 tax on their lim-
ited partnership - which 
we never paid a tax on 
before. Did this just 
start in 2012 and is it 
for all partnerships? 

A: All partnerships – except 
general partnerships – must 
each pay the $500 a year. 
The law was enacted in 
2011, for tax years begin-
ning on or after January 1, 
2012. 

Click here and turn to page 
5 of one of our earlier news-
letters for more details. 

 

(Please turn to page 12) 

 

Your client’s return could 
remain in limbo in our sys-
tem, marked “error,” for 
some time. And while staff 
are trying to resolve that and 
other errors, there is slower 
resolution of taxpayer prob-
lems, and fewer staff available 
to answer phones and other 
inquiries, among other issues. 

So your best bet is to e-file 
the return; you and your cli-
ent should keep the paper 
return on file but don’t send 
it to us.  

Remember: when you e-file, 
the acknowledgement you 
receive electronically is con-
firmation that we have re-
ceived the return. Please let 
your client know about the 
acknowledgement so that the 
client will not file the return 
on paper. 
 

Q: Regarding the corpo-
rate e-file mandate, does 
it apply to returns filed 
on or after January 1, 
2013, or to tax years be-
ginning on or after Janu-
ary 1, 2013? 

A: It applies for current-year 
returns filed on or after Janu-
ary 1, 2013.  

Thus, the first time that the 
corporate e-file mandate ap-
plied was for returns filed in 
calendar year 2013 for re-
turns covering tax year 2012. 

In calendar year 2014, the 
mandate will apply for tax 
year 2013 returns.  

In calendar year 2015, the 
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Forms 1099 -- including 
Forms RI-1099PT. 

Form RI-1099PT is used to 
report Rhode Island income 
tax withheld by a subchapter 
S corporation, limited liability 
company (LLC), partnership, 
or other such pass-through 
entity. A copy is sent to the 
nonresident entity’s partners, 
members, beneficiaries, or 
shareholders. 

When we receive your cli-
ent’s Form RI-1040, we per-
form a number of checks – to 
ensure accuracy and prevent 
fraud. For example, if you list 
amounts withheld from a 
Form W-2, we check to en-
sure that the 
entity you say 
withheld 
money from 
your paycheck 
actually exists. 

What about 
when amounts 
from Form RI-
1099PT are 
listed on 
Schedule W? We perform 
accuracy and fraud-
prevention checks, too. The 
problem is that the very first 
such check, done automati-
cally, typically looks in one 
system for the entity informa-
tion – and doesn’t find it. 
That’s because the entity in-
formation is in a separate 
computer system – and the 
two silos aren’t connected. 

That’s exactly the sort of is-
sue the General Assembly had 
in mind when it approved 
spending on a new integrated 
tax system for the Division of 

Taxation. Once installed and 
up and running, the new sys-
tem will integrate – unite – 
on a single system all of the 
tax information that now ex-
ists on separate systems.  

What happens in the mean-
time? As a general rule, proc-
essing of a Form RI-1040 
which contains information 
involving one or more Forms 
RI-1099PT may be delayed 
until we can manually attend 
to the matter.  

Your best bet is to e-file such 
1040s – and attach the Forms 
RI-1099PT as PDFs. (Our 
new e-file process, now in 
use, allows for attaching a 

wide range of 
documents as 
PDFs.) That 
way, when we 
do our manual 
checks, we’ll at 
least have the 
Forms RI-
1099PT at 
hand; we won’t 
have to mail out 
a request. 

Q: One of our clients re-
ceived a bill from the Di-
vision of Taxation related 
to amounts owed for 
1994, 1995, and 1996. 
Isn’t there a statute of 
limitations on collections 
in Rhode Island? 
 

A: There are too many vari-
ables to provide an answer 
that applies to your client’s 
particular circumstances. But 
here is the general rule: 
There is no statute of limita-
tions on collections in Rhode 
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Practitioners’ Corner: 

 

 

 
 

 

Decisions online 

The Division of Taxation’s 
Administrative Decisions 

are posted online and offer 
a wealth of information on 
state tax laws and related 

matters: 

www.tax.ri.gov/
AdministrativeDecisions/ 

Island. So if you owe back 
taxes, it’s best to pay up.  

If you don’t, we could block 
the renewal of your driver’s 
license, motor vehicle regis-
tration, and professional 
license -- and reduce the 
amount of your refund.  

Keep in mind, too, that as a 
general rule, interest ac-
crues -- at the rate of 18 
percent a year -- on unpaid 
balances. 

You may contact our Com-
pliance & Collections sec-
tion by calling (401) 574-
8941 from 8:30 a.m. to 
3:30 p.m. business days. 

 

◊◊◊ 

And click here to view pages 
1 and 2 of our summary of 
legislative changes for 2011. 

 
Q: I’m a practitioner in 
Pennsylvania. I’m plan-
ning to e-file a Form RI-
1065 next year for a 
Rhode Island partnership. 
Do I have to register to 
e-file? 

A: No. In olden days, many 
state tax agencies required 
out-of-state practitioners to 
register in advance in order to 
e-file. We did the same. The 
point, mainly, was so that 
we’d know whom to contact 
if something went wrong with 
the e-file process. 

Nowadays, however, we par-
ticipate in the IRS’s modern-
ized e-file (MeF) system. 
We’re able to obtain a suffi-
cient amount of contact infor-
mation through that system. 
So go ahead and e-file the 
return; you need not register 
with us in advance. 
 

Q: My client is a nonresi-
dent owner of a Rhode 
Island subchapter S cor-
poration. Her refund has 
been held up. The Divi-
sion of Taxation says it’s 
a routine delay; they 
must manually check the 
Form RI-1099PT. Can 
you explain what that’s 
about? 

A: On Schedule W of the 
Form RI-1040 (resident or 
nonresident), you must list 
the amount of Rhode Island 
personal income tax that was 
withheld on your behalf, as 
shown on Forms W-2 and 
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HEARING SET ON FILM TAX CREDIT 
  The Division of Taxation 
on September 18, 2013,  

posted a pro-
posed regula-
tion involving 
the motion 
picture pro-
duction tax 

credit (sometimes called 
the film tax credit). 

  The proposal is intended 
to update the existing regu-
lation to reflect changes in 
state law enacted in June 
2012.  

  A public hearing will be 
held at 9:30 a.m. on Tues-
day, October 22, 2013, at 
One Capitol Hill (the Pow-
ers Building) in Providence, 
near the State House. 

 

Arts district 

  The Division of Taxation 
on September 23, 2013, 
proposed a regulation in-
volving the establishment of 
a statewide arts district for 
purposes of Rhode Island’s 
7 percent sales and use tax. 
A public hearing is to be 
held at 9:30 a.m. on Thurs-
day, October 24, 2013, in 
the Powers Building. 

Other regulations 

 The Division of Taxation as 
of late September 2013 was 
continuing its internal re-
view of a proposed regula-
tion involving the musical 
and theatrical production 
tax credit, and was also con-

sidering:  

 revising a regulation to 
provide guidance on the 
sales and use tax exemp-
tion for farmers; 

 repealing a regulation 
involving feeds, fertilizer, 
and other items; 

 revising a regulation to 
provide guidance on the 
filing of a personal income 
tax extension – and mak-
ing a proper estimate 
when filing; and 

 revising a regulation to 
require qualified subchap-
ter S subsidiary corpora-
tions to obtain a federal 
EIN. 
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