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This presentation is neither designed nor intended to address 
complex issues in detail. It is not a substitute for the Rhode Island 
General Laws or for Rhode Island Division of Taxation regulations, 
rulings, or notices.

This presentation is intended to provide some guidance and direction
to Single Member Limited Liability Companies on the application of 
tax laws. It is not intended to provide tax or legal advice. For that 
advice, a tax preparer or private attorney should be consulted.

Disclaimer
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• About the Division of Taxation
• Characteristics of Limited Liability Companies (LLC)
• Types of Limited Liability Companies

• Federal and State Tax Treatment
• Tax Form Samples

• RI-1065
• Federal 1040
• State 1040

• Single Member LLC vs Sole Proprietor
• Estimated Payment Requirements
• Tax Form Due Dates
• Sales Tax 
• Trust Funds
• Other Common Taxes 
• Other Resources
• Questions

Agenda
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About Us
Total State Tax Revenue Collected by 

the Division of Taxation
for Fiscal Year 2023 ($, In Millions)

The Division of Taxation:
One of six agencies in the Department of Revenue

• The Rhode Island Division of Taxation employs 223 tax professionals, 
administering more than 59 different taxes and fees.

• Taxes represent the most significant source of General Fund revenue for Rhode 
Island – funds used to help pay for vital services including public safety, 
education, transportation, and recreation for all Rhode Islanders.

• Each year, the Division collects and distributes more than $5.2 billion in funds 
to the State, municipalities, and other agencies (as of FY 23).

Our Mission

• To foster voluntary compliance with the Rhode Island tax laws and 
instill public confidence through professional, impartial and ethical 
conduct.

• To administer and collect all taxes as required by Rhode Island law in 
the most efficient and cost-effective manner.

• To assist taxpayers by helping them understand and meet their tax 
responsibilities.

28.10%

26.60%

22.60%

11.40%

11.30%

FY23 Receipts: $5.2B

Withholding Sales Corp PIT Estate, M&B, Hotel & Other
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Division of Taxation: Mission

How are we 
improving 
taxpayer 
services, 
voluntary 
compliance?

Creating a 
dedicated taxpayer 
experience team, 

expanding outreach 
to aid taxpayers, 
providing more 

direct access for 
taxpayers, creating 

educational 
material for 

common taxpayer 
issues

Expanding 
the taxpayer 

service 
portal, 

creating 
digital 

signature 
options, 

upgrading 
technology, 

appointment 
system pilot

Improving 
staff 

training, 
data 

analysis, 
improving 
forms and 

data 
retrieval

Expanding 
the remote 

audit 
program, 

implementing 
best 

practices

The Tax Administration Efficiency Continuum

Less expensive, more efficient revenue generation More expensive, less efficient, but necessary

Taxpayer Experience Office/Team

FORCED COMPLIANCEVOLUNTARY COMPLIANCE 

Developing 
industry 

guidelines

Stay informed of tax 

obligations

Review 

information

Ask questions 

as needed

File taxes and 

forms

Respond to 

questions

Participate in 

audit

Defend 

position

Defend 

position

Defend 

position

Draft clear and 
timely Tax law

Educate & 
publish 

instructions

Be 
accessible 
by email/ 

phone

Optimize 
filing 

processes

Correct 
errors

Audit & 
investigate

Take 
collections 

actions

Litigate 
against bad 

actors

Enforce 
criminal 
penalties

The Division of 
Taxation’s Actions 

The Taxpayer’s 
Responsibilities
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Who is this presentation for?
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• New or start-up businesses that do not have experience with 
State tax filing requirements;

• Individuals thinking of starting a business;

• Individuals who want to confirm their understanding of State tax 
filing requirements;

• Individuals who are guiding others on State tax compliance 
requirements.



Characteristics

A Limited 
Liability 

Company is 
generally 

abbreviated as 
“LLC”

Owners are 
referred to 

as members

No matter the 
type of LLC, it is 

an entity 
separate from its 

member(s)
All members have the
same limited liability

• Differs from “limited” 
partner or investor

• May have one or 
more managing 
member(s)

Income/losses pass-
through from entity to 
the members unless 
federal election to be 
taxed as a corporation 

is completed

Members can be an 
individual(s) or another 

entity

Entity members can be:

• A corporation
• Another LLC
• A partnership

Entity 
structures can 

get very 
complicated 
with several 
tiers of LLCs 

R.I. Gen. Laws § 7-16-67 
subjects all LLCs not taxed 

as a corporation to an 
annual charge (currently 
$400) remitted to the 
Division of Taxation

The activity and factors of 
an LLC do flow through to 

its members and is 
reportable to the Division of 

Taxation on prescribed 
forms
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Determined based on 
federal tax treatment

Partnership 

Consists of two or more members

Single Member LLC (SMLLC) 

Also referred to as Disregarded Entity

Corporation

Rarest form

Types of Limited Liability Companies
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Federal
• No entity level filing 

requirement
• Federal forms
o Individual member 

would file on Schedule 
C of 1040

State
• Required to file RI-

1065 to report 
income/loss and pay 
$400 annual charge

• Requires obtaining a 
Federal Employer 
Identification Number

• State forms
o Individual member 

would file on RI-1040 
flow from Federal 
AGI of Form 1040

Similarities
• Income tax paid 

by members on 
their income tax 
returns

Federal and State Tax Treatment - SMLLC
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Completion of RI-1065 Required

• Check appropriate entity type box
• RI-1065 Line 1

• SMLLC-Federal Schedule C, Line 31

• Additions/Deductions
• As applicable

• Apportionment Schedule
• Completed even if 100% apportionment
• 3 Factor Apportionment
• Feeds into RI K-1

• Submit $400 annual charge

Entity Level Filing Information
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Federal to State Example: Federal 1040
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Federal to State Example: Federal 1040
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Federal to State Example

RI-1040
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Single Member LLC
• Entity separate from its 

owner
• Registered as an entity 

with RI Department of 
State

• Has liability protection—
limited to investment

• Registration date—
dissolution date

• Subject to annual charge 
(currently $400) on 
separate tax form for 
state purposes

Sole Proprietor

• Owner is the entity
• Can register a trade 

name with local 
municipality

• Personal liability
• No dissolution to 

close business
• No separate filing 

requirement or 
annual charge

Similarities
• Files Form 1040 

reporting on 
Schedule C to pay 
federal income taxes

• Files RI-1040/RI-
1040NR to pay state 
income tax on 
Federal AGI including 
Schedule C income

Single Member LLC vs Sole Proprietor
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• A new business may have to file estimated payments in place of withholding payments
from an employer

• Required if annual liability is greater than $250

• Includes withholding from an employer on paycheck 

• Underestimated interest assessment—statutory rate of 12% per year

• Payments must equal the lower of:
• 100% of prior year tax liability (aka “safe-harbor”) or
• 80% of current year tax liability

• Mirrors IRS requirement

• Federal tax or self-employment tax awareness
• Includes social security contribution

• Most payments are 4 equal installments
• However, annualization based on current year is possible

• Portal payment options

Personal Income Estimated Payment Requirements
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https://urldefense.com/v3/__https:/lnks.gd/l/eyJhbGciOiJIUzI1NiJ9.eyJidWxsZXRpbl9saW5rX2lkIjoxMjcsInVyaSI6ImJwMjpjbGljayIsInVybCI6Imh0dHBzOi8vd3d3LnlvdXR1YmUuY29tL3dhdGNoP3Y9ZU14VGdQdHB2bUUiLCJidWxsZXRpbl9pZCI6IjIwMjMwNjA5Ljc3OTkzNzkxIn0.gIrvbVZbPEjWklZO7ov9znovmgTz1CchZntaCvvhu6g/s/2570851068/br/204598730427-l__;!!KKphUJtCzQ!NmY4gb--QGyVz52ZMBkvCuAg5ZfN99Oa_YU_cNQMQg7mSenQLWTBv6QkLVqx4kqwF2o2YDgdbWCLl4HQVapCyVfaDxU$


2021 2022
Existing Business

Personal Income Estimated Payment Requirements
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100% of prior year is $1,939.00 80% of current year is $2,166



20222021

Personal Income Estimated Payment Requirements

New Business
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100% of prior year is $2,314.00 80% of current year is $1,841



Annual 
Return             

04/15

• RI-1065 (SMLLC)
• RI-1040 (Individual Members)

Individual 
Estimated 

Payment      
(RI-1040-ES) 

• 4/15
• 6/15
• 9/15
• 01/15

Tax Form Due Dates
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https://tax.ri.gov/sites/g/files/xkgbur541/files/2023-01/2023%20RI-1040ES_m.pdf


In Summary

• All LLCs are required to file with the RI Division of Taxation
• The type of LLC determines the required form
• All LLCs not taxed as a corporation are subject to an annual charge of $400 

including SMLLCs

• The federal and state requirements differ

• A single member LLC and sole proprietor are not the same

• The activity of an LLC does flow through to its members and is 
reportable to the Division of Taxation on prescribed forms

• Appendix attached shows information applicable to other LLC 
types
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Sales Tax Responsibilities

• When is a sales permit required?
• For every business making sales at retail or renting living quarters.
• Retail sale includes: 

• Sale, lease, or rental of tangible personal property.
• “Tangible personal property” means personal property which may be seen, 

weighed, measured, felt, or touched, or which is in any other manner perceptible 
to the senses. 

• Prewritten computer software
• Specified digital products
• Taxable services

• A tax exemption does not remove sales permit requirement.
• There is no fee for the annual renewal which is due 02/01.
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Sales Tax Responsibilities

• To obtain a sales permit, you must submit a Business Application 
and Registration

• Sales & Use Tax | RI Division of Taxation

• Returns are due monthly or quarterly 
• More than $200 tax per month average - monthly filing frequency

• STR form is due by the 20th of month following the sale
• Less than $200 per month on average - quarterly filing frequency

• STR form due by last day of the month following the end of the quarter
• Initial registration is monthly for first 6 months
• Must file “zero” returns

• Current Rate is 7%

https://tax.ri.gov/online-services/register-your-business-online
https://tax.ri.gov/online-services/register-your-business-online
https://tax.ri.gov/online-services/register-your-business-online


Sales Tax Responsibilities

• What is taxable under sales tax?
o All tangible personal property 

o Certain enumerated services: § 44-18-7.3. Services defined
1. Taxicab and limousine services
2. Other road transportation services
3. Pet care services
4. Room resellers
5. Investigation, Guard, and Armored Car Services

• What is not taxable under sales tax?
oOnly certain items are not taxable – those items are listed in § 44-18-

30. Gross receipts exempt from sales and use taxes.
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http://webserver.rilegislature.gov/Statutes/TITLE44/44-18/44-18-7.3.htm
http://webserver.rilegislature.gov/Statutes/TITLE44/44-18/44-18-30.htm
http://webserver.rilegislature.gov/Statutes/TITLE44/44-18/44-18-30.htm


Additional Taxes and Fees 

• Withholding taxes
• Local Meals and Beverage Taxes
• Litter permit fee

• Valid through 12/31/23

• Cigarette Dealer’s License
• Fee of $25

• Tobacco Tax
• Hotel Tax
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Business Application and Registration form:

https://tax.ri.gov/online-services/register-your-business-online


Trust Fund Taxes

What are Trust Fund Taxes?

• Trust Fund Taxes are taxes that are collected by one taxpayer from 
another taxpayer and are held in trust for the state. 
• Sales Tax, Hotel Tax, Meals and Beverage Tax, Withholding Tax as 

examples

• The statutes that enforce these taxes require the collecting taxpayer 
to remit those taxes to the state at a definite date.
• R.I. Gen Laws § 44-19-35
• R.I. Gen Laws § 44-30-76

• Additional details can be found in an article from the Division’s 
newsletter.

http://webserver.rilegislature.gov/Statutes/TITLE44/44-19/44-19-35.htm
http://webserver.rilegislature.gov/Statutes/TITLE44/44-30/44-V/44-30-76.htm
https://tax.ri.gov/sites/g/files/xkgbur541/files/2022-11/Newsletter Q4 2022 updated.pdf


Trust Fund Taxes

Examples of Trust Fund Taxes:

• Sales Tax
• State Sales Tax is collected by a retailer from their customers. All sales 

taxes collected must be remitted to the state by the 20th of the following 
month. The retailer’s tax obligation or liability relates directly to its 
collection of taxes from another taxpayer - in this case their customer.

• Withholding Taxes
• Withholding Taxes are withheld by an employer from their employee’s 

wages. The tax withheld or collected is held in trust for the state and not 
for the employer’s use.



Trust Fund Taxes

How does this impact a business?

• When Trust Fund Taxes are collected, the law indicates that these funds must be 
remitted by the prescribed due date without exception. 

• There are penalties for misappropriation of trust funds including holding a 
responsible officer personally liable for the misappropriation. 

• It is important for a business owner and their representatives to understand the 
importance of trust fund remittance.



Additional Resources

• Choosing a Tax Professional | Internal Revenue Service (irs.gov)

• Contact Us | RI Division of Taxation

• Guidance | RI Division of Taxation

• Compliant Taxpayer Profiles
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https://www.irs.gov/tax-professionals/choosing-a-tax-professional
https://tax.ri.gov/about-us/contact-us
https://tax.ri.gov/guidance
https://tax.ri.gov/about-us/taxpayer-experience-office


Additional Resources

Resources for 
Businesses
• Sales & Excise | RI 

Division of Taxation

• Corporate | RI Division 
of Taxation

• Contact Us | RI 
Division of Taxation

• Credits | RI Division of 
Taxation

https://tax.ri.gov/resources/businesses/corporate
https://tax.ri.gov/resources/businesses/corporate
https://tax.ri.gov/about-us/contact-us
https://tax.ri.gov/about-us/contact-us
https://tax.ri.gov/tax-sections/credits
https://tax.ri.gov/tax-sections/credits




Record Keeping Requirements

What records should a taxpayer maintain?

• Federal & State Income Tax returns
• Copies of all state tax returns filed and backup detail
• Sales records and credit card receipts including

• Any exemption certificates
• Daily sales receipts/reports
• Merchant statements and 1099K forms
• Delivery slips

• Purchase invoices and ledger listings
• Asset schedules and invoices
• Bank statements, General Ledger and chart of accounts
• Other records as needed
• Printable record keeping guide
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https://tax.ri.gov/sites/g/files/xkgbur541/files/2023-01/Recordkeeping Requirements.pdf


Questions?
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Stay Informed

• Sign up for our emails

• Tax news delivered to your inbox

• Quarterly newsletters

• Important updates

or

Slide 33

https://tax.ri.gov/


Contact Information 

• Phone: 401-574-8935
• Email: Tax.Corporate@tax.ri.gov

Corporate Tax

• Phone: 401-574-8955
• Email: Tax.Excise@tax.ri.gov

Sales & Excise Tax
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Thank you Contact Us
401-574-8983
Tax.Experience@tax.ri.gov
One Capitol Hill
Providence, RI 02908
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Appendix A-Other LLC Entity Type of Requirements

Slide 36



Federal and State Taxation

Federal
• Files Federal 1065 including K-1s 

to report income/loss
• Income tax paid by members on 

tax return
o Corporation member(s) would pay on 

Form 1120
o Individual member(s) would pay on 

Schedule E of Form 1040
o A partnership or another LLC member 

would flow through the activity to 
their member(s) through its respective 
tax form

State
• Required to file RI-1065 to report 

income/loss and pay annual charge 
of $400

• Income tax paid by members on 
their income tax return
o Corporation member(s) would pay           

on RI-1120C
o Individual member(s) would pay on RI-1040 

based on Federal AGI of federal Form 1040
o A partnership or another LLC member 

would flow through the activity to their 
member(s) through its respective tax 
form

Partnership
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Federal and State Taxation

Federal
• Files Form 1120 subject to 

corporate income tax rates
• No filing for the members
• Requires filing of election on 

Federal Form 8832
• Can make separate S-

corporation election on Federal 
Form 2553
o Same tax treatment as partnership

State
• Follows federal election
• Files RI-1120C subject to corporate 

7% tax rate
• No filing for the members
• If S-corporation election is made 

federally
o Same tax treatment as partnership

Corporation

Slide 38

https://www.irs.gov/pub/irs-pdf/f8832.pdf
https://www.irs.gov/pub/irs-pdf/f2553.pdf
https://www.irs.gov/pub/irs-pdf/f2553.pdf


• R.I. Gen Laws § 44-11-2.2(b)

• Entities required to withhold 
taxes against income of non-
resident members

• This is a withholding against 
member’s income in similar 
manner as employer withholding 
against wages

• Withholding at rate of 5.99% of 
income

• Not required for SMLLCs

• Can only be waived if one of two 
elections are made

1) Election to file a composite 
return (R.I. Gen Laws § 44-11-
2.2(d)) or

2) Election to pay state income 
tax at entity level tax (R.I. Gen 
Laws § 44-11-2.3)

• Beginning with 2023, reported 
through PT Schedule as part of 
RI-1065.  Prior years, filed on 
form RI-1096PT

• More information on Pass-
through Entities

Pass-Through Withholding Requirement

Other Entity Level Filing Information
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https://tax.ri.gov/tax-sections/corporate-tax/pass-through-entities
https://tax.ri.gov/tax-sections/corporate-tax/pass-through-entities


• Only available for non-resident individual members; entity 
members are not includable

• Combined income tax filing/payment for the non-resident 
members

• Can be a member-by-member election; however, must include at 
least two members

• Filed on the RI-1040C

Election to File 
Composite

• Statute was enacted in 2019
• For resident and non-resident individual members
• Can only be made by all individual members
• Does require members to still file own RI-1040 or RI-1040NR
• Filed on the RI-PTE—changes coming in Tax Year 2024

Election to File 
Pass Through 

Entity Tax

Other Entity Level Filing Information
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