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2012 -- H 8051

STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2012

AN ACT

RELATING TO TAXATION -- ARTS AND ENTERTAINMENT--JOBSTIMULUS
INCENTIVES

Introduced ByRepresentatives Blazejewski, Ucci, Petrarca, Bienawed Hull

Date IntroducedApril 05, 2012

Referred ToHouse Finance

It is enacted by the General Assembly as follows:

SECTION 1. Chapter 44-31.2 of the General Lawstledti'Motion Picture Production

Tax Credits" is hereby repealed in its entirety.
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SECTION 2. Title 44 of the General Laws entitled®XATION" is hereby amended by

adding thereto the following chapter:

CHAPTER 31.3

THE ARTS AND ENTERTAINMENT JOB STIMULUS INCENTIVERCT OF 2012

44-31.3-1. Declaration of purpose. -The general assembly finds and declares that it is

Rhode Island’s priority to reduce the state unemplent rate by stimulating new industries that

have large employment growth potential by providiag incentives and other means necessary

and therefore recognizes that such incentives dhioelcreated for the arts and entertainment

industry. The purpose of this chapter is to cremtenomic incentives for the purpose of

stimulating the local economy and reducing unemmpiet in Rhode Island.

44-31.3-2. Motion picture production tax credits. —Definitions.-- As used in this

chapter:

(1) “Accountant’s certification” means a certifiaddit by a Rhode Island certified public

accountant licensed in accordance with the prowssaf chapter 5-3.1 (“Public Accountancy”).

(2) “Base investment” means the actual investmeatlanand expended by a state-

certified production in the state as productiorm®d costs.

(3) “Domiciled in Rhode Island” means: (i) A corptipn incorporated in Rhode Island

or a partnership, limited liability company, or ethbusiness entity formed under the laws of the

state of Rhode Island for the purpose of producnmgion pictures as defined in this section; or

(i) An individual who is a domiciled resident dfd state of Rhode Island or who is not domiciled

in this state but maintains a permanent place oflabn this state and is in this state for an

aggregate of more than one hundred eighty-thre8) (tldys of the taxable year, unless the

individual is in the armed forces of the Unitedt&¢a

LC02064 - Page 11 of 11
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(4) “Documentary” means a non-fiction productiontemded for educational or

commercial distribution that may require out-oftstarincipal photography.

(5) “Full-time equivalent employee” means a perato works a minimum of thirty (30)

hours per week within the state of Rhode Island eadhs no less than two hundred percent

(200%) of the hourly minimum wage prescribed by &hésland law.

(6) “Motion picture” means a feature-length filnpalmentary, video, television series,

or commercial made in Rhode Island, in whole grart, for theatrical or television viewing or as

a television pilot. The term “motion picture” shaibt include the production of television

coverage of news or athletic events, nor shalbfilyato any film, video, television series or

commercial or a production for which records aguneed under section 2257 of title 18, U.S.C.,

to be maintained with respect to any performeruchsproduction or reporting of books, films,

etc. with respect to sexually explicit conduct.

(7) “Motion picture production company” means a mmation, partnership, limited

liability company or other business entity engagedhe business of producing one or more

motion pictures as defined in this section and dded in Rhode Island. Motion picture

production company shall not mean or include: fiyAompany owned, affiliated, or controlled,

in whole or in part by any company or person whshn default; (ii) On taxes owed to the state;

or (iii) On a loan made by the state; or (iv) Ordoan guaranteed by the state; or (v) Any

company or person who has ever declared bankrupidgr which an obligation of the company

or person to pay or repay public funds or monies eiacharged as a part of such bankruptcy.

(8) “Primary locations” means the locations witkthich at least fifty-one percent (51%)

of the motion picture principal photography days fimed.

(9) “Rhode Island film and television office” meatige office within the Rhode Island

state council on the arts that has been establishedler to promote and encourage the locating

of film and television productions within the stateRhode Island. The office is also referred to

within as the “film office.”

(10) “Rhode Island resident” means for the purpafsgetermination of eligibility for the

tax_incentives provided by this chapter, an indiidwho is domiciled in the state of Rhode

Island or who is not domiciled in this state butimg&ins a permanent place of abode in this state

and is in this state for an aggregate of more tham hundred eighty-three (183) days of the

taxable year, unless the individual is in the arfmdes of the United States, and has been a

Rhode Island resident for one hundred eighty-tH{ié&3) days of taxable year prior to initial

certification by the film office.

(11) “State-certified production” means a motiootpie production approved by the film

LC02064 - Page 12 of 11
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office and produced by a motion picture productompany domiciled in Rhode Island, whether

or not such company owns or controls the copyragiat distribution rights in the motion picture;

provided, that such company has either: (i) Signethble distribution plan; or (ii) Is producing

the motion picture for: (A) A major motion pictudistributor; (B) A major theatrical exhibitor;

(C) Television network; or (D) Cable television grammer.

(12) “State certified production cost” means ang-production, production and post-

production cost that a motion picture productiompany incurs and pays to the extent it occurs

within the state of Rhode Island and specificakgleding costs associated with the promotion or

marketing of the motion picture. Without limitinge generality of the foregoing, “state certified

production costs” include: set construction andrapen; wardrobes, make-up, accessories, and

related services; costs associated with photograpity sound synchronization, lighting, and

related services and materials; editing and relagdices, including, but not limited to, film

processing, transfers of film to tape or digitalniat, sound mixing, computer graphics services,

special effects services, and animation serviaarns wages, and other compensation, including

related benefits, of persons employed, either thirew indirectly, in the production of a film

including writer, motion picture director, produderovided the work is performed in the state of

Rhode Island); rental of facilities and equipmesg¢diin Rhode Island; leasing of vehicles; costs

of food and lodging; music, if performed, composadrecorded by a Rhode Island musician, or

released or published by a person domiciled in BHslnd; travel expenses incurred and paid to

bring persons employed, either directly or indikedn the production of the motion picture, to

Rhode Island (but not expenses of such personstaep&om Rhode Island); legal (but not the

expense of a completion bond or insurance); acowmynfees and expenses related to the

production’s activities in Rhode Island, providadtls services are provided by Rhode Island

licensed attorneys or accountants; and finance, fpesvided that the finance company is

domiciled in Rhode Island and has at least onetifulk equivalent employee who is a Rhode

Island resident and such finance company is nefgaiity investor in the motion picture.

(b)(1) Tax Credit. -- A motion picture productionmpany shall be allowed a tax credit

to be computed as provided in this chapter agairiak imposed by chapters 11, 12, 13, 14, 17

and 30 of this title in the amount of thirty perc€B0%) of the state certified production costs,

provided that: (i) The primary locations are withire state of Rhode Island; and (ii) The state

certified production costs are a minimum of one dred thousand dollars ($100,000).

Notwithstanding the foregoing, in the event tha¢ timotion picture production company is

producing a documentary, such motion picture prodocompany shall be allowed a tax credit

to be computed as provided in this chapter agairiak imposed by chapters 11, 12, 13, 14, 17

LC02064 - Page 13 of 11
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and 30 of this title in the amount of twenty-fiverpent (25%) of the state certified production

costs, provided that: (A) The primary locations wighin the state of Rhode Island or at least

fifty-one percent (51%) of the final production lyed, which includes without limitation,

preproduction and post-production that is incureedl paid in Rhode Island; (B) The state

certified production costs are a minimum of onedred thousand dollars ($100,000); and (C)

The motion picture production company has at Iéast (4) full-time equivalent employees in

Rhode Island during the duration of the production.

The tax credit shall be earned in the taxable yearhich the motion picture production

in Rhode Island is completed, as determined byilimeoffice in final certification pursuant this

chapter and can be carried forward for not more thace (3) succeeding vears. To the extent

that the motion picture production company incumg aosts and pays for payroll for a Rhode

Island resident employed for such motion pictuhe, totion picture production company shall

be allowed an additional tax credit of five perc@f®) of such payroll.

(2) Tax credits allowed to a motion picture prodmtticompany, which is a subchapter S

corporation, partnership, or a limited liability mpany that is taxed as a partnership, shall be

passed through respectively to persons designatearéners, members or owners on a pro rata

basis or pursuant to an executed agreement amaig prrsons designated as subchapter S

corporation _shareholders, partners, or membersngecting an alternate distribution method

without regard to their sharing of other tax ormmwic attributes of such entity.

(3) If the motion picture production company has claimed the tax credits in whole or

in part, the motion picture production company iblg for the tax credits may assign, transfer or

convey the tax credits, in whole or in part, byesat otherwise to any individual or entity and

such assignee of the tax credits that have nomeldithe tax credits in whole or in part may

assign, transfer or convey the tax credits, in whot in part, by sale or otherwise to any

individual or entity. The assignee of the tax ci®dnay use acquired credits to offset up to one

hundred percent (100%) of the tax liabilities othiee imposed pursuant to chapter 11, 12, 13,

(other than the tax imposed under section 44-131188)17 or 30 of this title. The assignee may

apply the tax credit against taxes imposed on se@aee until the end of the third (3rd) calendar

vear after the year in which the motion picturedouction is completed or until the full credit

assigned is used, whichever occurs first. The aesighall perfect the transfer by notifying the

state of Rhode Island division of taxation, in wagt within thirty (30) calendar days following

the effective date of the transfer and shall prevashy information as may be required by the

division of taxation to administer and carry owt firovisions of this section.

(4) For purposes of this chapter, any assignmensates proceeds received by the

LC02064 - Page 14 of 11
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assignor for its assignment or sale of the taxitgailowed pursuant to this section shall be

exempt from this title.

(5) In the case of a corporation, this credit isy@llowed against the tax of a corporation

included in a consolidated return that qualifies tlee credit and not against the tax of other

corporations that may join in the filing of a cohdated tax return.

(6) No more than forty million dollars ($40,000,0p tax credits in the aggregate may

be issued under this chapters, for any tax yeanbem after December 31, 2011.

(c)(1) Certification and administration. -- Initiadertification of a production. The

applicant shall properly prepare, sign and submithie film office an application for initial

certification of the Rhode Island production. Thmlacation shall include such information and

data as the film office deems reasonably neced$satkie proper evaluation and administration of

said application, including, but not limited to, yainformation about the motion picture

production company, and a specific Rhode Islandandaticture. The film office shall review the

completed application and determine whether it ;& requisite criteria and qualifications for

the initial certification for the production. Iféhnitial certification is granted, the film officghall

issue a notice of initial certification of the nmii picture production to the motion picture

production company and to the tax administratore fibtice shall state that, after appropriate

review, the initial application meets the approgrieriteria for conditional eligibility. The notice

of initial certification will provide a unigue idéfication number for the production and is only a

statement of conditional eligibility for the prodion and, as such, does not grant or convey any

Rhode Island tax benefits.

(2) Final certification of a production. Upon corafidn of the Rhode Island production

activities, the applicant shall request a certioaf good standing from the Rhode Island division

of taxation. The division shall expedite the precks reviewing the issuance of such certificates.

The applicant shall properly prepare, sign and sutmthe film office and division of taxation an

application for final certification of the produeti and which must include the certificate of good

standing from the division of taxation. The fingdpéication shall contain a cost report and an

“accountant’s certification.” The film office andx administrator may rely without independent

investigation, upon the accountant's certificatiom,the form of an opinion, confirming the

accuracy of the information included in the cogpart. Within sixty (60) days of a duly

completed and filed application, the film office, tonsultation with the tax administrator, will

make a determination pertaining to the final cedition of the production and the resultant tax

credits.

(3)(1) Final certification and credits. -- Upon danination that the motion picture

LC02064 - Page 15 of 11
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production company gqualifies for final certificati@nd the resultant tax credits, the film office

shall issue a letter to the production companycaiilg “certificate of completion of a state

certified production” and shall provide specifigaflesigned tax credit certificates to the motion

picture production company. All documents that igsuied by the film office pursuant to this

section shall reference the identification numibat was issued to the production as part of its

initial certification.

(i) The Rhode Island film and television office consultation as needed with the tax

administrator, shall promulgate such rules andletims as are necessary to carry out the intent

and purposes of this chapter in accordance withgdreral quidelines provided herein for the

certification of the production and the resultardduction credit.

(iif) Any motion picture production company applgiior the credit shall be required to

reimburse the division of taxation for any audéguired in relation to granting the credit.

(4) Notwithstanding any provisions of the geneaals or regulations adopted thereunder

to the contrary, the film office and the divisiohtaxation are hereby expressly authorized and

empowered to enter into contracts with motion petproduction companies that incur and pay

state certified production costs.

(5) The film office shall charge an administratifee in an amount equal to seven

hundred fifty dollars ($750), which fee is non-nefiable and payable upon delivery of the initial

application. Upon approval of initial certificatioa fully executed contract guarantying the

availability tax credits pursuant to this chaptealsbe entered into with the film office and the

motion picture production company.

(6) Simultaneously with payment of the fee and apar of the initial application, the

film office shall, on behalf of the state of Rhold#and guaranty the delivery of one hundred

percent (100%) of the tax credit and use of onaltedhpercent of the tax credit in the tax year

the state certified production costs are incurred gaid by the motion picture production

company.

(7) Any contract executed pursuant to this chapigra motion picture production

company that incurs and pays state certified pribmluccosts shall be assignable to: (i) An

affiliate thereof without any consent from the dien of taxation or the film office; or (ii) A

person, firm, partnership, trust, estate, limitiedbility company, corporation (whether for profit

or _non-profit) or other business entity approvedthwy film office, which approval shall not be

unreasonably withheld. For purposes of this subisectaffiliate” shall be defined as any entity

controlling, controlled by or under common contwith such person, firm, partnership, trust,

estate, limited liability company, corporation (vter for profit or nonprofit) or other business

LC02064 - Page 16 of 11
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(8) If information comes to the attention of thinfioffice that is materially inconsistent

with representations made in an application, tlme éiffice may deny the requested certification.

In the event that tax credits or a portion of teediis are subject to recapture for ineligible sost

and such tax credits have been transferred, askiané/or allocated, the state will pursue its

recapture remedies and rights against the moticinnei production company. No redress shall be

sought against assignees, sellers, transferedlecatas of such credits.

(d) Information Requests. -- The tax administratod his or her agents, for the purpose

of ascertaining the correctness of any credit atairander the provisions of this chapter, may

examine any books, papers, records, or memorandanbeupon the matters required to be

included in the return, report, or other statemantd may require the attendance of the person

executing the return, report, or other statemendf @any officer or employee of any taxpayer, or

the attendance of any other person, and may exdimngerson under oath respecting any matter

which the tax administrator or his or her agentnte@ertinent or material in determining the

eligibility for credits claimed.

44-31.3-3. Digital media tax credit. £a) Definitions. -- As used in this chapter:

(1) “Contrary to Public Policy” means titles of pcts that receive or would receive a

rating symbol from the Entertainment Software Rafoard of AO (adult only).

(2) “Development” means in the arts and entertammindustry all the stages of

development up to product launch including withbotitation, concept development, product

design, planning, and production; provided, howgslevelopment shall also include any ongoing

customer service and game operations following ycttdn launch, any development of any

content after product launch of an eligible product

(3) “Eligible Product” means a combination of omenmore application files and one or

more data files, all in a digital media format, tths not contrary to public policy and are

integrated and are intended to be operated togetigrthat have the following characteristics

when they are being operated:

(i) The primary purpose is to educate, inform dedrin the user;

(i) They achieve their primary purpose by pressmpinformation in at least two (2) of

the following forms:
(A) Text;
(B) Sound; or
(C) Images;

(iii) They are intended to be used by individuals;

LC02064 - Page 17 of 11
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(iv) By interacting with them, the user can choedg®t information is to be presented

and the form and sequence in which it is to begmies!;

(v) The product was developed for sale or licengimdhe qualifying company to one or

more arm’s length parties;

(vi) The product is not used primarily for intersenal communication; and

(vii) The product is not used primarily to presgmmomote or sell the products or services

of the qualifying company or used primarily to gesor promote the qualifying company.

(4) “Full-time Equivalent Active Employees” meanperson who: (i) Works a minimum

of thirty (30) hours per week within the state didde Island; and (ii) Earns no less than two

hundred percent (200%) of the hourly minimum wamseribed by Rhode Island law.

(5) “Primarily” means more than fifty percent (50%)

(6) “Qualified Company” means any person, firm, tparship, trust, estate, limited

liability company, corporation or other businessitgrthat incurs and pays qualified expenditures

for the development of an eligible product thaddsniciled in the state of Rhode Island, qualified

to do business in the state of Rhode Island andhwhas at least twenty-five (25) full-time

equivalent active employees.

(7) “Qualified expenditures” means any amounts irexa by a qualified company for the

development, as defined in section 44.31.3-3(a){2his chapter, of an eligible product, to the

extent it is paid and incurred within the stateR¥fode Island, but specifically excluding any

expenses of a completion bond or insurance and agsbciated with the promotion or marketing

of the eligible product.

(b)(1) Tax Credit. -- A qualified company that imswand pays qualified expenditures for

the development of an eligible product shall betledtto a credit against the taxes imposed on

such person or entity pursuant to chapters 1113214, 17 or 30 of this title in an amount equal

to thirty percent (30%) of the gualified expendisiincurred in each calendar year, which tax

credit may be issued, at the qualified companyt®opeither on an annual or semi-annual basis.

(2) If the amount of the tax credit exceeds th@dsger's total tax liability for the year in

which the gqualified expenditures are incurred aailpthe amount that exceeds the taxpayer’'s

tax liability may be carried forward for credit agst the taxes imposed for the succeeding three

(3) years, or until the full credit is used, whigbe occurs first for the tax credits. Tax credits

allowed to a partnership, a limited liability cormyaaxed as a partnership or multiple owners of

property shall be passed through to the personsddged as partners, members or owners

respectively pro rata or pursuant to an executedemgent among such persons designated as

partners, members or owners documenting an altemhigtribution method without regard to

LC02064 - Page 18 of 11
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(3) If the taxpayer has not claimed the tax crediteshole or in part, taxpayers eligible

for the tax credits may assign, transfer or conmeytax credits, in whole or in part, by sale or

otherwise to any individual or entity and such @isse of the tax credits that have not claimed the

tax _credits in whole or in part may assign, transfeconvey the tax credits, in whole or in part,

by sale or otherwise to any individual or entitheTassignee of the tax credits may use acquired

credits to offset up to one hundred percent (100%jhe tax liabilities otherwise imposed

pursuant to chapters 11, 12, 13, (other than thériposed under section 44-13-13), 14, 17 or 30

of this title. The assignee may apply the tax d¢radainst taxes imposed on the assignee until the

end of the third (3rd) calendar year after the yeavhich the qualified expenditures are incurred

or until the full credit assigned is used, whichewecurs first. Fiscal year assignees may claim

the credit until the expiration of the fiscal yéhat ends within the third (3rd) year after theryea

in which the gualified expenditures are incurred aaid. The assignor shall perfect the transfer

by notifying the state of Rhode Island divisiontakation, in writing, within thirty (30) calendar

days following the effective date of the transfed ashall provide any information as may be

required by the division of taxation to administed carry out the provisions of this section.

(4) For purposes of this chapter, any assignmensates proceeds received by the

assignor for its assignment or sale of the taxitgailowed pursuant to this section shall be

exempt from this title.

(5) In the case of a corporation, this credit isy@llowed against the tax of a corporation

included in a consolidated return that qualifies tlee credit and not against the tax of other

corporations that may join in the filing of a cohdated tax return.

(c)(1) Tax credit administration. -- As set fortithis paragraph, the gualified company

shall apply to the film office for a written certftion of its product eligibility, certificationfats

projected qualified expenditures and certificatibat the product is not contrary to public policy.

Within thirty (30) days of receipt of the informaii required by the film office for the written

certification, the film office shall issue a denal written certification of its eligible producha

of its projected qualified expenditures. The quedifcompany shall file with the film office and

division of taxation, at the qualified company’giop, either on a semi-annual or annual basis for

each year of development of the eligible productost certification by a certified public

accountant licensed in the state of Rhode Islanifyéeg the qualified expenditures, the amount

of the tax credits for the particular tax year ®odbaimed and of number of full-time equivalent

active employees.

(2) Within sixty (60) days after the film office’eeceipt of the qualified company’s
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application requesting certification for the qualif expenditures for the applicable tax year, the

film office in consultation with the tax administoa shall issue the qualified company a written

determination either denying or certifying the exghéures, in whole or in part, and shall issue a

certification of the amount of credit for the gtialil expenditures and the tax credit certificates i

any such denomination as requested by the taxgayeassignee. To claim the tax credit, the

certification as to the amount of the tax credglsbe attached to all state tax returns on which

the credit is claimed.

(3) The film office shall charge an administratitee in an amount equal to seven

hundred fifty dollars ($750), which fee is non-nefiable and payable upon delivery of the initial

application. Upon approval of initial certificatioa fully executed contract guarantying the

availability of the tax credits pursuant to thisipter shall be entered into with the film officedan

the qualified company.

(4) Notwithstanding any provisions of the geneaals or regulations adopted thereunder

to the contrary, the film office and the divisiohtaxation are hereby expressly authorized and

empowered to enter into contracts with personsnsir partnerships, trusts, estates, limited

liability companies, corporations or other businesgtities that incur and pay qualified

expenditures for the development of eligible praduc

(5) Simultaneously with payment of the fee and upuiml certification, the film office

shall, on behalf of the state of Rhode Island, goigrthe delivery of one hundred percent (100%)

of the tax credit and use of one hundred perced®¥d) of the tax credit in the tax year the

qualified expenditures are incurred by the gudaiftompany for development of the eligible

product.

(6) Any contract executed pursuant to this chapyes qualified company that incurs and

pays qualified expenditures for the developmerdrokligible product shall be assignable to: (i)

An affiliate thereof without any consent from tha&vision of taxation or film office; (i) A

banking institution or credit union as defined itet19; (iii) A person, firm, partnership, trust,

estate, limited liability company, corporation (vier for profit or nonprofit) or other business

entity approved by film office, which approval shabt be unreasonably withheld. For purposes

of this subsection, “affiliate” shall be defined asy entity controlling, controlled by or under

common control with such person, firm, partnershipst, estate, limited liability company,

corporation (whether for profit or nonprofit) othetr business entity.

(7) If information comes to the attention of thinfioffice that is materially inconsistent

with representations made in an application, tlme éiffice may deny the requested certification.

In the event that tax credits or a portion of teedits are subject to recapture for ineligible sost
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and such tax credits have been transferred, assigné/or allocated, the state will pursue its

recapture remedies and rights against the quakfiedpany of the tax credits. No redress shall be

sought against assignees, sellers, transferedlscatas of such credits.

(d) Information Requests. -- The tax administratod his or her agents, for the purpose

of ascertaining the correctness of any credit atairander the provisions of this chapter, may

examine any books, papers, records, or memorandangeupon the matters required to be

included in the return, report, or other statemant may require the attendance of the person

executing the return, report, or other statementf @ny officer or employee of any taxpayer, or

the attendance of any other person, and may exdhmengerson under oath respecting any matter

which the tax administrator or his or her agentnie@ertinent or material in determining the

eligibility for credits claimed.

44-31.3-4. Musical and theatrical production tax cedits. —(a) Definitions--As used in

this chapter:

(1) “Accredited theater production” means a livegst presentation in a qualified

production facility, as defined in this chapteittis either: (i) A pre-Broadway production; of (ii

A post-Broadway production; or (iii) A national toto be produced and performed with its first

public appearance in Rhode Island before a payidieace.

(2) “Accredited theater production certificate” meaa certificate issued by the film

office certifying that the production is an accteditheater production that meets the guidelines

of this chapter.

(3) “Advertising and public relations expenditum@&ans costs incurred and paid within

the state by the accredited theater productionsgémds or services related to the national

marketing, public relations, creation and placenwdrgrint, electronic, television, billboards and

other forms of advertising to promote the accreliteater production.

(4) “Payroll” means all salaries, wages, fees, atigtr compensation including related

benefits for services performed and costs incuaretpaid within Rhode Island.

(5) “Pre-Broadway Production” means a live stagedpction that, in its original or

adaptive version, is performed in a qualified prithn facility having a presentation scheduled

for Broadway’s theater district in New York City thin twelve (12) months after its Rhode

Island presentation.

(6) “Post-Broadway production” means a live stagedpction that, in its original or

adaptive version, is performed in a qualified pridhn facility and opens its US tour in Rhode

Island after a presentation scheduled for Broadsvtheater district in New York City.

(7) “Production and Performance Expenditures” meagsntemporaneous exchange of
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cash or cash equivalent for goods or servicesatlai the development, production, performance

or_operating expenditures incurred and paid in #iste for a qualified theater production,

including, but not limited to, expenditures for s construction and operation, including sets,

special and visual effects, costumes, wardrobekefup, accessories, costs associated with

sound, lighting, staging, payroll, transportatiaxpenditures, advertising and public relations

expenditures, facility expenses, rentals, per diemsommodations and other related costs.

(8) “Qualified production facility” means a facilitowned by a not-for-profit entity or

state-owned facility located in the state of Rhddland in which live theatrical or music

productions are, or are intended to be, exclusipedsented that contains at least one stage, a

seating capacity of five hundred (500) or moreseaid dressing rooms, storage areas, and other

ancillary amenities necessary for the accreditedtdr production.

(9) “National Tour” means a performer or group efformers with a scheduled tour of a

minimum_of twenty (20) concerts and/or performange®ther cities throughout the United

States following its first appearance in Rhodendlawvhich performance relates to a particular

album, theme, or product and which Rhode Islanddycion and performance expenditures

exceed one hundred thousand dollars ($100,000) .

(10) “Resident” or “Rhode Island resident” means tlie purpose of determination of

eligibility for the tax incentives provided by thehapter, an individual who is domiciled in the

state of Rhode Island or who is not domiciled iis thtate but maintains a permanent place of

abode in this state and is in this state for arrengge of more than one hundred eighty-three

(183) days of the taxable year, unless the indalidsi in the armed forces of the United States

and has been a Rhode Island resident for one hdirmghty-three (183) days of taxable year

prior to initial certification by the film office.

(11) "Rhode Island film and television office"” meathe office within the Rhode Island

state council on the arts that has been establishedier to promote and encourage the locating

of film and television productions within the stateRhode Island. The office is also referred to

within as the "film office."

(12)(i) “Transportation expenditures” means expemds for the packaging, crating, and

transportation both to the state for use in a fjadltheater production of sets, costumes, or other

tangible property constructed or manufactured dstate, and/or from the state after use in a

qualified theater production of sets, costumes,otter tangible property constructed or

manufactured in this state and the transportatidheocast and crew to and from the state. Such

term shall include the packaging, crating, andspamting of property and equipment used for

special and visual effects, sound, lighting, ardjistg, costumes, wardrobes, make-up and related
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accessories and materials, as well as any oth&orpemce or production-related property and

equipment.

(i) Transportation expenditures shall not inclualey costs to transport property and

equipment to be used only for filming and not igualified theater production, any indirect costs,

and expenditures that are later reimbursed by ral thdrty, or any amounts that are paid to

persons or entities as a result of their partiogpain profits from the exploitation of the

production.

(b)(1) Tax Credit. -- Any person, firm, partnershipust, estate or other entity that

receives an accredited theater production certéfishall be allowed a tax credit equal to thirty

percent (30%) of the total production and perforosarexpenditures and transportation

expenditures for the accredited theater produciwhto be computed as provided in this chapter

against a tax imposed by chapters 11, 12, 13, A4nt 30 of this title, provided that the total

production and performance expenditure and trateiian expenditure exceeds one hundred

thousand dollars ($100,000). To the extent thah saErson, firm, partnership, trust, estate or

other entity incurs and pays any costs on payooliaf Rhode Island resident employed for such

accredited theater production, such person, fimntnership, trust, estate or other entity shall be

allowed an additional tax credit of five percerfid)sof such payroll.

(2) The film office shall set aside a maximum ofotwmillion five hundred thousand

dollars ($2,500,000) in tax credits under this ¢bpgn each calendar year for accredited theater

productions producing pre-Broadway productions post-Broadway productions; a maximum

of one million dollars ($1,000,000) in tax creditader this chapter in each calendar year for

accredited theater productions producing natiooatst produced and performed with its first

public appearance in Rhode Island before a payintieace; and a maximum of five hundred

thousand dollars ($500,000) in tax credits undir ¢hapter in each calendar year for accredited

theater productions that are a collaboration batweaonprofit professional theater company

with under five hundred (500) seats operating uraigieement with Actor's Equity that is

organized, produced and debuted in Rhode Islanthdnevent that the film office determines

after reasonable due diligence that the entireethmdlion five hundred dollars ($3,500,000) will

not be used for accredited theater productionscalendar year, the film office shall be permitted

to use the remaining balance for other tax credérds under this chapter.

(3) The tax credit shall be allowed against the faxthe taxable period in which the

credit is earned and can be carried forward fommwte than three (3) succeeding tax years.

(4) Credits allowed to a company, which is a suptdraS corporation, partnership, or a

limited liability company that is taxed as a partigp, shall be passed through respectively to
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persons designated as partners, members or owmerpi® rata basis or pursuant to an executed

agreement among such persons designated as sudrcBagirporation shareholders, partners, or

members documenting an alternate distribution nekthithout regard to their sharing of other

tax or economic attributes of such entity.

(5) If the company has not claimed the tax creditahole or in part, taxpayers eligible

for the tax credits may assign, transfer or conmeytax credits, in whole or in part, by sale or

otherwise to any individual or entity and such aisse of the tax credits that have not claimed the

tax credits in whole or in part may assign, transfeconvey the tax credits, in whole or in part,

by sale or otherwise to any individual or entitheTassignee of the tax credits may use acquired

credits to offset up to one hundred percent (100%jhe tax liabilities otherwise imposed

pursuant to chapter 11, 12, 13, (other than theén@osed under section 44-13-13), 14, 17 or 30

of this title. The assignee may apply the tax d¢radainst taxes imposed on the assignee until the

end of the third (3rd) calendar year after the yeavhich the qualified expenditures are incurred

or until the full credit assigned is used, whichewecurs first. Fiscal year assignees may claim

the credit until the expiration of the fiscal yéhat ends within the third (3rd) year after theryea

in which the production and performance expenditaire incurred. The assignor shall perfect the

transfer by notifying the state of Rhode Islandision of taxation, in writing, within thirty (30)

calendar days following the effective date of trensfer and shall provide any information as

may be required by the division of taxation to adister and carry out the provisions of this

section.

(6) For purposes of this chapter, any assignmensates proceeds received by the

assignor for its assignment or sale of the taxityemllowed pursuant to this section shall be

exempt from this title.

(7) In the case of a corporation, this credit isy@llowed against the tax of a corporation

included in a consolidated return that qualifies tlee credit and not against the tax of other

corporations that may join in the filing of a cohdated tax return.

(c)(1) Certification and administration. -- The &pant shall properly prepare, sign and

submit to the film office and the division of taiat an application for initial certification of the

theater production. The application shall includehsinformation and data as the film office

deems reasonably necessary for the proper evaluatid administration of said application,

including, but not limited to, any information alidhe theater production company and a specific

Rhode Island live theater or musical productione Tihm office shall review the completed

application and determine whether it meets theis@@ucriteria and qualifications for the initial

certification for the production. If the initial ddication is granted, the film office shall issae
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notice of initial certification of the accreditethetater production to the theater production

company and to the tax administrator. The notical State that, after appropriate review, the

initial application meets the appropriate critefioa conditional eligibility. The notice of initial

certification will provide a unique identificationumber for the production and is only a

statement of conditional eligibility for the prodion and, as such, does not grant or convey any

Rhode Island tax benefits.

(2) Upon completion of an accredited theater pradoc the applicant shall properly

prepare, sign and submit to the film office an aaion for final certification of the accredited

theater production. The final application shalloatontain a cost report and an “accountant’s

certification.” The film office and tax administoatmay rely without independent investigation,

upon the accountant’s certification, in the formawf opinion, confirming the accuracy of the

information included in the cost report. Upon revief a duly completed and filed application

and upon no later than sixty (60) days of submisgiereof, the film office in consultation with

the tax administrator will make a determination tp@ing to the final certification of the

accredited theater production and the resultantiedits.

(3) Upon determination that the company qualif@sfinal certification and the resultant

tax_credits, the film office shall issue to the gmmy: (i) An accredited theater production

certificate; and (ii) A tax credit certificate imamount in accordance with this subsection (b)

hereof. All documents that are issued by the fiffite pursuant to this section shall reference the

identification number that was issued to the préidancas part of its initial certification.

(4) The film office, in consultation as needed wilie tax administrator, shall promulgate

such rules and requlations as are necessary tp @atrthe intent and purposes of this chapter in

accordance with the general guidelines provide@ihdpr the certification of the production and

the resultant production credit.

(5) The film office shall charge an administratitee in an amount equal to seven

hundred fifty dollars ($750), which fee is non-nefiable and payable upon delivery of the initial

application. Upon approval of initial certificatioa fully executed contract guarantying the

availability of the tax credits pursuant to thisipter shall be entered into with the film officedan

the company.

(6) Notwithstanding any provisions of the geneaals or regulations adopted thereunder

to the contrary, the film office and the divisiohtaxation are hereby expressly authorized and

empowered to enter into contracts with personsnsir partnerships, trusts, estates, limited

liability companies, corporations or other businessities that incur and pay production and

performance expenditures and transportation expgegifor accredited theater productions.
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(7) Simultaneously with approval of the initial &pption, the film office shall, on behalf

of the state of Rhode Island, guaranty the delivafrpne hundred percent (100%) of the tax

credit and use of one hundred percent (100%) ofakeredit in the tax year the last production

and performance expenditures and transportatioarskiures for accredited theater productions.

(8) Any contract executed pursuant to this chapten company that incurs and pays

production and performance expenditures and tratemm expenditures for accredited theater

productions shall be assignable to: (i) An affdidhereof without any consent from the division

of taxation or the film office; or (i) A personirin, partnership, trust, estate, limited liability

company, corporation (whether for profit or nonjtjobr other business entity approved by the

film office, which approval shall not be unreasdgalithheld. For purposes of this subsection,

“affiliate” shall be defined as any entity contiofi, controlled by or under common control with

such person, firm, partnership, trust, estate tdichiiability company, corporation (whether for

profit or non-profit) or other business entity.

(9) If information comes to the attention of thinfioffice that is materially inconsistent

with representations made in an application, tlme éiffice may deny the requested certification.

In the event that tax credits or a portion of teedits are subject to recapture for ineligible sost

and such tax credits have been transferred, askigné/or allocated, the state will pursue its

recapture remedies and rights against the applichnhe theater production tax credits. No

redress shall be sought against assignees, stléarsierees or allocates of such credits.

(d) Information Requests. -- The tax administratod his or her agents, for the purpose

of ascertaining the correctness of any credit @aimnder the provisions of this chapter, may

examine any books, papers, records, or memorandanbeupon the matters required to be

included in the return, report, or other statemantd may require the attendance of the person

executing the return, report, or other statementf @any officer or employee of any taxpayer, or

the attendance of any other person, and may exdimngerson under oath respecting any matter

which the tax administrator or his or her agentnde@ertinent or material in determining the

eligibility for credits claimed.

SECTION 3. This act shall take effect upon passage.
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT

RELATING TO TAXATION -- ARTS AND ENTERTAINMENT--JOBSTIMULUS
INCENTIVES

*%k%k

This act would repeal the provisions of chapter3442, entitled “Motion Picture
Production Tax Credits,” and establish a new chapt4-31.3, entitled “The Arts and
Entertainment Job Stimulus Incentives Act of 20TPhie new chapter would provide new tax
credits for motion picture and theater productimnRhode Island.

This act would take effect upon passage.
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