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2012 -- S 2271

STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2012

AN ACT

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

Introduced By:Senators Miller, Goodwin, Ruggerio, Jabour, aragh&ido

Date IntroducedFebruary 01, 2012

Referred ToSenate 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Tax Credits" is hereby repealed in its entirety.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. ¥he 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. {a) Definitions. -- As used in this

chapter:

(1) “Accountant’s certification” as provided in ghthapter means a certified audit by a

Rhode Island certified public accountant licenseddcordance with the provisions of chapter 5-

3.1 (“Public Accountancy”).

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

certified production in the state as productior®d costs.

(3) “Domiciled in Rhode island means: (i) A corpiwa incorporated in Rhode Island or

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

state of Rhode Island for the purpose of producnagion 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 ofl@ahbn this state and is in this state for an

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

LC00668 - Page 11
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(4) “EDC’ means the Rhode Island Economic Develapn@orporation created pursuant

to chapter 42-64 (“Rhode Island Economic Developgn@arporation™).

(5) “Full-Time Equivalent Employee” means a persdm works a minimum of thirty

(30) hours per week within the state of Rhode Bland earns no less than two hundred percent

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

(6) “Motion picture” means a feature-length filmdeo, television series, or commercial

made in Rhode Island, in whole or in part, for theal or television viewing or as a television

pilot. The term “motion picture” shall not includlee production of television coverage of news

or_athletic events, nor shall it apply to any filmdeo, television series or commercial or a

production for which records are required undetise@257 of title 18, U.S.C., to be maintained

with respect to any performer in such productiomemorting of books, films, etc. with respect to

sexually explicit conduct.

(7) “Motion picture production company” means a gaation, 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 amypmany owned, affiliated, or controlled, in

whole or in part by any company or person whicimidefault: (i) On taxes owed to the state; or

(i) On a loan made by the state; or (iii) On ana@paranteed by the state; or (iv) Any company

or person who has even declared bankruptcy undehveim obligation of the company or person

to pay or repay public funds or monies was disabduap a part of such bankruptcy.

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

of the motion picture principal photography days fiimed.

(9) “Qualified Film Production Facility” means dnfi production facility in the state,

which contains at least one sound stage havinghamam of seven thousand square feet (7,000

sg ft) of contiguous production space that is spuoof with a Noise Criteria (“NC”) of thirty

(30) or better, has sufficient heating and coolind incorporates a permanent grid and sufficient

built-in electric service for shooting, and is aolu-free with a clear height of at least sixteern fee

under the permanent grid.

(10) “Rhode Island film and television office” meaan 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”.

(11) “Rhode Island Resident” means for the purgdsietermination of eligibility for the

LC00668 - Page 12
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tax_incentives provided by this chapter, an indiidwho is domiciled in the state of Rhode

Island or who is not domiciled in this state butimt&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 arfieedes of the United States.

(12) “State-certified production” means a motiorctpie production approved by the

Rhode Island film office and produced by a motigciure production company, whether or not

such company owns or_controls the copyright andribigion rights in the motion picture;

provided, that such company is principally engaigethe production of the motion picture and

controls the production of the motion picture.

(13) “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 specificakglading costs associated with the promotion or

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

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

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

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

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

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

related benefits, of persons employed, either thirewr 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 equipmesgdiin 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 BHhethnd; travel expenses incurred to bring

persons employed, either directly or indirectlythe production of the motion picture, to Rhode

Island (but not expenses of such persons depdrongRhode Island); legal (but not the expense

of a completion bond or insurance); accounting faes expenses related to the production’s

activities in Rhode Island, provided such serviegs provided by Rhode Island licensed

attorneys or accountants; and finance fees, prdvibat the finance company is domiciled in

Rhode Island and has at least one full-time eqgentaémployee who is a Rhode Island resident

and such finance company is not an equity invasttte motion picture.

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

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

and/or 30 of title 44 (“Taxation”) in the amount thfirty percent (30%) of the state certified

production costs, provided that: (i) The primargdtions are within the state of Rhode Island; (ii)

LC00668 - Page 13
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The state certified production costs are a mininafitinree hundred thousand dollars ($300,000);

and (iii) At least fifteen percent (15%) of thedbprincipal photography shooting days for the

motion picture are spent at a qualified film pratue facility. If a qualified film production

facility is not available, such company may pefitihe EDC for a waiver of such condition and

the EDC shall have five (5) days to grant or rejdot petition. A stage will be deemed

unavailable if consideration has been paid foru$& or such stage is currently under an

agreement with an option for use and, in eithecueistance, such period of use includes the

petitioner’'s estimated start date of principal plwoaphy. The tax credit shall be earned in the

taxable year in which the motion picture productioiRhode Island is completed, as determined

by the film office in final certification pursuak this chapter and can be carried forward for not

more than three (3) succeeding years. To the efttabthe motion picture production company

incurs any costs on payroll for a Rhode Islanddessi employed for such motion picture, the

motion picture production company shall be allowedadditional tax credit of five percent (5%)

of such payroll.

(2) Tax credits allowed to a motion picture prodmticompany, 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 designat@dréners, members or owners on a pro rata

basis or pursuant to an executed agreement amasig p@rsons designated as subchapter S

corporation _shareholders, partners, or membersndecting 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

part, the motion picture production company eligibibr 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 nanelhithe tax credits in whole or part may assign,

transfer or convey the tax credits, in whole opart, by sale or otherwise to any individual or

entity. The assignee of the tax credits may uselipsd) credits to offset up to one hundred

percent (100%) of the tax liabilities otherwise mapd pursuant to chapter 11, 12, 13, (other than

the tax imposed under section 44-13-13), 14, 13000f title 44 (“Taxation”). The assignee may

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

year after the year in which the motion pictureduction 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 prevahy information as may be required by the

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

LC00668 - Page 14
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(4) For purposes of this chapter, any assignmensates proceeds received by the

assignor for its assignment or sale of the taxityamllowed 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 fifteen million dollars ($15,000Q) in tax credits in the aggregate may

be issued under this chapter for any tax year ngugrafter December 31, 2011.

(c) Certification and administration. -- (1) Initi@ertification of a production. The

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

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

data as the film office deems reasonably nece$satiie proper evaluation and administration of

said application, including, but not limited to, yaimformation 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. If¢hinitial 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 Tbtice shall state that, after appropriate

review, the initial application meets the approarieriteria 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 combn 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 sutmrthe film office an application for final

certification of the production and which must i the certificate of good standing from the

division of taxation. The final application shalbrdain 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. Within rtigi (30) days of a duly completed and filed

application, the film office will make a determirat pertaining to the final certification of the

production and the resultant tax credits.

(3) Final certification and credits. (i) Upon detenation that the motion picture

LC00668 - Page 15
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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 companycaiiig “certificate of completion of a state

certified production” and shall provide specifigatlesigned 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 director of the Rhode Island film and t@&on office, in consultation as needed

with the tax administrator, shall promulgate sugles and regulations as are necessary to carry

out the intent and purposes of this chapter in @egwe with the general guidelines provided

herein for the certification of the production &hd resultant production 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 p&tproduction companies that incur state

certified production costs.

(5) The film office shall charge an administratibee in an amount equal to five-

thousandths (.005) multiplied by tax credits allowehich fee is payable upon delivery of a fully

executed contract guarantying the tax credits &gl herein.

(6) Simultaneously with payment of the fee, thefdffice shall, on behalf of the state of

Rhode Island, guaranty the deliver of one hundexdemt (100%) of the tax credit and use of one

hundred percent of the tax credit in the tax ybardtate certified production costs are incurred by

the motion picture production company.

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

company that incurs state certified production £sbiall be assignable to: (i) An affiliate thereof

without any consent from the division of taxation tbhe film office; or (ii)) A person, firm,

partnership, trust, estate, limited liability comgacorporation (whether for profit or non-profit)

or other business entity approved by the film @ffisvhich approval shall not be unreasonably

withheld. For purposes of this subsection, affiathall be defined as any entity controlling,

controlled by or under common control with suchsper,_firm, partnership, trust, estate, limited

liability company, corporation (whether for prodit non-profit) or other business entity.

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

with representations made in an application, filiiice may deny the requested certification. In

the event that tax credits or a portion of tax iteeare subject to recapture for ineligible costd a

LC00668 - Page 16
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such tax credits have been transferred, assignd¢bramallocated, the state will pursue its

recapture remedies and rights against the motictnngei production company. 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, paper, records, or memoranddnfeapon 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.

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

(1) “Contrary to Public Policy” means products thrathe opinion of the EDC capable of

inciting hatred against an identifiable group, utthg a section of the public distinguished by

color, race, religion, sex, sexual orientation énne& origin and products whose dominate

characteristic is the undue exploitation of sex an€l or more of crime, horror or cruelty.

(2) “Development” means in the arts and entertammedustry the stages of production

up to product launch including without limitatiormoncept development, product design,

planning, and production.

(3) “EDC” means the Rhode Island Economic Develapn@orporation created pursuant

to chapter 42-64 (“Rhode Island Economic Developgn@arporation™).

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

more data files, all in a digital media format,tthee integrated and are intended to be operated

together and that have the following charactegsiiben they are being operated:

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

(i) They achieve their primary purpose by pressmtinformation 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;

(iv) By interacting with them, the user can choag®mt information is to be presented

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

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

LC00668 - Page 17
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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 mesor promote the qualifying company.

(5) “Full Time Eqguivalent Active Employees” means parson who: (i) Works a

minimum of thirty (30) hours per week within theitst of Rhode Island; (i) Earns healthcare

insurance benefits, and retirement benefits; aimd Harns no less than two hundred percent

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

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

(7) "Qualified Company” means any person, firm, tparship, trust, estate, limited

liability company, corporation or other businessitgrthat incurs qualified expenditures for the

development of an eligible product that is domitiie the state of Rhode Island, qualified to do

business in the state of Rhode Island and whiclahksst eighty (80) full-time equivalent active

employees within _one hundred fifty-two (152) dayiem receipt of the EDC’s written

determination of the eligibility of the product aas further described herein.

(8) “Qualified expenditures” means any amounts iirexd in the state of Rhode Island in

the direct development of the eligible product]uding without limitation, one hundred percent

(100%) of all salaries and wages of its employeesdr service arrangements paid to business

entities or persons who performed in Rhode Islamdn arm’s length transaction and marketing

and distribution expenditures of the eligible predimcurred by the qualified company no more

than twenty-four (24) months before completiontw €ligible product and no more than twelve

(12) months alter completion of the eligible produc

(b) Tax Credit. -- (1) A qualified company that ims qualified expenditures for the

development of an eligible product that is not canyt to public policy shall be entitled to a credit

against the taxes imposed on such person or ¢hiitsuant to chapter 11, 12. 13, 14, 17 or 30 of

titte 44 (“Taxation”™ in an amount equal to twerfive percent (25%) of the qualified

expenditures.

(2) Tax credits allowed pursuant to this chaptalldbe allowed in each tax year that the

qualified expenditures are incurred; provided, hesveif the person, firm, partnership, trust,

estate, limited liability company, corporation other, business entity is not yet a qualified

company then such tax credits will be issued winentaxpayer becomes a qualified company

and for the tax year that the qualified expendgwwere incurred.

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

which the qualified expenditures are incurred,dh®unt that exceeds the taxpayer’s tax liability

LC00668 - Page 18
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may be carried forward for credit against the tar@sosed for the succeeding ten (10) years, or

until the full credit is used, whichever occurssfifor the tax credits. Tax credits allowed to a

partnership, a limited liability company taxed apatnership or multiple owners of property

shall be passed through to the persons designatedrtners, members or owners respectively

pro rata or pursuant to an executed agreement armoodly persons designated as partners,

members or owners documenting an alternate disimitbmethod without regard to their sharing

of other tax or economic attributes of such entity.

(4) If the taxpayer has not claimed the tax creidit@hole or part, taxpayers eligible for

the tax credits may assign, transferor convey #xecredits, 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 part may assign, transfecamvey the tax credits, in whole or in part, by

sale or otherwise to any individual or entity. Téssignee of the tax credits may use acquired

credits to offset up to one hundred percent (10@jhe tax liabilities otherwise imposed

pursuant to chapter 11, 12. 13, (other than thentmosed under 44-13-13), 14, 17 or 30 of title

44 (“Taxation”). The assignee may apply the taxditragainst taxes imposed on the assignee

until the end of the tenth (fDcalendar year after the year in which the quadiféxpenditures are

incurred or until the full credit assigned is usetiichever occurs first. Fiscal year assignees may

claim the credit until the expiration of the fisgadar that ends within the tenth {1\Q/ear after

the year in which the gqualified expenditures auired. 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.

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

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

exempt from this title.

(6) 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) Tax credit administration. -- (1) Prior to coeiion of the eligible product, the

qualified company shall apply to the EDC for a tert certification of its product eligibility,

certification of its projected qualified expend#sr and certification that the product is not

contrary to public policy. Within fifteen (15) dayd receipt of the information required by the

EDC for the written certification. The EDC shalbig a denial or written certification of its

eligible product and of its projected qualified ergitures. The qualified company shall file with

LC00668 - Page 19
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the EDC for each tax year of development of thgilelk product a cost certification by a certified

public accountant licensed in the state of Rhotimdscertifying the qualified expenditures, the

amount of the tax credits for the particular taxary be claimed and of number of full-time

equivalent active employees.

(2) Within thirty (30) days after the EDC's recegdtthe qualified company’s application

requesting certification for the qualified expendis for the applicable tax year, the EDC shall

issue the qualified company a written determinaéiher denying or certifying the expenditures,

in whole or in part, and the division of taxatidm$ issue a certification of the amount of credit

for the qualified expenditures and the tax credittificates in any such denomination as

requested by the taxpayer or assignee. To claiatheredit, the certification as to the amount of

the tax credit shall be attached to all state éaxrns on which the credit is claimed.

(3) The EDC shall charge an administration feenmeount equal to five-hundredths

(.005) multiplied by tax credits allowed, which feepayable upon delivery of a fully executed

contract quarantying the tax credits as set fostiein.

(4) Notwithstanding any provisions of the geneaad or requlations adopted thereunder

to the contrary, the EDC and the division of taxatiare hereby expressly authorized and

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

liability companies, corporations or other businensfities that incur qualified expenditures for

development of eligible products.

(5) Simultaneously with payment of the fee, the EBHall, on behalf of the state of

Rhode Island, guaranty the delivery of one hundredent (100%) of the tax credit and use of

one hundred percent (100%) of the tax credit in tdre year the qualified expenditures are

incurred by the qualified company for developmefthe eligible product.

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

qualified expenditures for the development of dgilele product shall be assignable to: (i) An

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

other financial institution as defined by title T%inancial Institutions™ or credit union as

defined in chapter 19-1 (“Definitions and Estahiignt of Financial Situations™) a person, firm,

partnership. trust, estate, limited liability comgacorporation (whether for profit or nonprofit)

or_other business entity approved by the EDC, whagiproval shall not be unreasonably

withheld. For purposes of this subsection, affliahall be defined as any entity controlling,

controlled by or under common control with suchsper, firm, partnership, trust, estate, limited

liability company, corporation (whether for profit nonprofit) or other business entity.

(7) _If information comes to the attention of the EEhat is materially inconsistent with
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representations made in an application, the EDC daw the requested certification. In the

event that tax credits or a portion of tax credits subject to recapture for ineligible costs and

such tax credits have been transferred, assigndébramallocated, the state will pursue its

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

sought against assignees, sellers, transferedlecatas of such credits.

(d) Information Requests. The tax administrator hisdor her agents, for the purpose of

ascertaining the correctness of any credit claimeder 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 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.

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

this chapter: (1) “Accredited theater productiongans a for-profit live-stage presentation in a

gualified production facility, as defined in thihapter, that is either: (i) A pre-Broadway

production; or (ii) A post-Broadway production.

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

certifying that the production is an accreditedatiee production that meets the guidelines of this

chapter.

(3) “Advertising and public relations expenditumgeans costs incurred within the state

by the accredited theater productions for goodseawvices related to the national marketing,

public relations, creation and placement of prfgctronic, television, billboards and other forms

of advertising to promote the accredited theatedpction.

(4) “EDC” means the Rhode Island economic develayimerporation.

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

benefits for services performed and costs incuwigitin Rhode Island.

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

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

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

Island presentation.

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

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

Island after a presentation scheduled for Broadsvtheater district in New York City.
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(8) “Production and Performance Expenditures” memgsntemporaneous exchange of

cash or cash equivalent for goods or servicesacklat the development, production, performance

or operating expenditures incurred in this stateaf@ualified theater production, including but

not limited to expenditures for design, construttand operation, including sets, special and

visual effects, costumes, wardrobes, make-up, aodes, costs associated with sound, lighting,

staging, payroll, transportation expenditures, d#ibieg and public relations expenditures,

facility expenses, rentals, per diems, accommodstimnd other related costs.

(9) “Qualified Production Facility” means a fagjliiocated in the state of Rhode Island in

which live theatrical productions are, or are ket to be, exclusively presented that contains at

least one stage, a seating capacity of one thouemdchundred (1,500) or more seats, and

dressing rooms, storage areas, and other ancélagnities necessary for the accredited theater

production.

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

eligibility for the tax incentives provided by thchapter, a 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 amrege of more than one hundred eighty-three

(183) days of the taxable year, unless the indaditkiin the armed forces of the United States.

(11)(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 dttate, 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 transportation ®fctist and crew to and from the state. Such term

shall include the packaging, crating, and tranéporbf property and equipment used for special

and visual effects, sound, lighting, and staginostemes, wardrobes, make-up and related

accessories and materials, as well as any oth&rrpemce 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 hdrty, or any amounts that are paid to

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

production.

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

receives an accredited theater production certifishall be allowed a tax credit equal to twenty

percent (20%) of the total production and perforosarexpenditures and transportation
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expenditures for the accredited theater produciwhto be computed as provided in this chapter

against a tax imposed by chapters 11, 12, 13, A4nt/or 30 of title 44 (“Taxation™). To the

extent that such person, firm, partnership, trestate or other entity incurs any costs on payroll

for a Rhode Island resident employed for such aliter@ theater production. such person, firm,

partnership, trust, estate or other entity shalbb@ved an additional tax credit of five percent

(5%) of such payroll.

(2) In no event shall the EDC allow the collectigtal tax credit award(s) in any calendar

year to exceed a maximum of two million five hurditbousand dollars ($2,500,000).

(3) The tax credit shall be allowed against the ftaaxthe 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

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 ntetmibhout regard to their sharing of other

tax or economic attributes of such entity.

(5) If the company has not claimed the tax craditwhole or part, taxpayers eligible for

the tax credits may assign, transfer or conveytéxecredits, 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 part may assign, transfecamvey the tax credits, in whole or in part, by

sale or otherwise to any individual or entity. Tésignee 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 title 44 (“Taxation™). The assignee may apple ttax credit against taxes imposed on the

assignee until the end of the tenth ")l@alendar year after the year in which the quelifi

expenditures are incurred or until the full creabsigned is used, whichever occurs first. Fiscal

year assignees may claim the credit until the exjoin of the fiscal year that ends within the third

(3 year after the year in which the production aedfgrmance expenditures are incurred. The

assignor shall perfect the transfer by notifying tate of Rhode Island division of taxation, in

writing, within thirty (30) calendar days followinthe effective date of the transfer and shall

provide any information as may be required by thésidn of taxation to administer 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 taxityamllowed pursuant to this section shall be
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exempt from title 44 (“Taxation”).

(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) Certification and administration. -- (1) Thepéipant shall properly prepare, sign and

submit to the EDC an application for initial ced#tion of the theater production. The

application shall include such information and dagathe EDC deems reasonably necessary for

the proper evaluation and administration of saidliagtion, including, but not limited to, any

information about the theater production compang anspecific Rhode Island live theater or

musical production. The EDC shall review the corgaleapplication and determine whether it

meets the requisite criteria and gqualificationstfa initial certification for the production. lfié

initial certification is granted, the EDC shallugsa notice of initial certification of the accridi

theater production to the theater production compamd to the tax administrator. The notice

shall state that, after appropriate review, th&@ahapplication meets the appropriate criteria for

conditional eligibility. The notice of initial cefication will provide a unique identification

number for the production and is only a statemdntomditional eligibility for the production

and, as such, does not grant or convey any Rhtaedlsax benefits.

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

prepare, sign and submit to the EDC an applicdtioriinal certification of the accredited theater

production. The final application shall also contaa cost report and an “accountant’s

certification.” The EDC and tax administrator mayyrwithout independent investigation, upon

the accountant’s certification, in the form of apimon, confirming the accuracy of the

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

and upon no later than thirty (30) days of submisghereof, EDC will make a determination

pertaining to the final certification of the accited theater production and the resultant tax

credits.

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

tax credits, the EDC shall issue to the companyAfii accredited theater production certificate;

and (ii) A tax credit certificate in an amount iocardance with this subsection (b) hereof. All

documents that are issued by the EDC pursuantigcséittion shall reference the identification

number that was issued to the production as pats ofitial certification.

(4) The director of the EDC, in consultation asdesewith the tax administrator, shall

promulgate such rules and requlations as are reagesscarry out the intent and purposes of this

chapter in _accordance with the general guidelimesiged herein for the certification of the
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production and the resultant production credit.

(5) The EDC shall charge an administration feenmamount equal to five-thousandths

(.005) multiplied by the tax credits allowed, whifde shall be payable upon delivery of a fully

executed contract guarantying the tax credits gl herein.

(6) Notwithstanding any provisions of the geneaa¥d or requlations adopted thereunder

to the contrary, the EDC and the division of taxatiare hereby expressly authorized and

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

liability companies, corporations or other businessties that incur production and performance

expenditures and transportation expenditures foraited theater productions.

(7)_Simultaneously with payment of the fee, the EBHall, on behalf of the state of

Rhode Island, guaranty the deliver of one hundexdent (100%) of the tax credit and use of one

hundred percent (100%) of the tax credit in the yaar the last production and performance

expenditures and transportation expenditures foreadied theater productions.

(8) Any contract executed pursuant to this chabtea company that incurs production

and performance expenditures and transportatioarehures for accredited theater productions

small be assignable to: (i) An affiliate thereoftwaiut any consent from the division of taxation or

the EDC; or (ii) A person, firm, partnership, trusstate, limited liability company, corporation

(whether for profit or nonprofit) or other businesstity approved by the EDC, which approval

shall not be unreasonably withheld. For purposdhisfsubsection, “affiliate” shall be defined as

any entity controlling, controlled by or under cowm control with such person, firm,

partnership, trust, estate, limited liability comgacorporation (whether for profit or nonprofit)

or other business entity.

(9) If information comes to the attention of the €Ehat is materially inconsistent with

representations made in_an application, the EDC dey the requested certification. In the

event that tax credits or a portion of tax credits subject to recapture for ineligible costs and

such tax credits have been transferred, assignd¢bramallocated, the state will pursue its

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

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

(d) Information Requests. The tax administrator hisdor her agents, for the purpose of

ascertaining the correctness of any credit claimeder 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 statemendf @ny officer or employee of any taxpayer, or

the attendance of any other person, and may exdhmengerson under oath respecting any matter
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which the tax administrator or his or her agentnde@ertinent or material in determining the

eligibility for credits claimed.

44-31.3-5. Infrastructure tax credits. {a) Definitions as used in this section:

(1) “EDC” means the Rhode Island economic developmerporation created pursuant

to chapter 42-64 (“Rhode Island Economic Develogn@mporation”).

(2) “Placed in service” means that substantial wioals been completed which would

allow for occupancy of the entire structure or sodsmtifiable portion of the structure.

(3) “Qualified infrastructure costs” means the dasurred for the development of a state

certified infrastructure project paid or accruedhn taxable year of tangible assets of a type that

are, or under the internal revenue code will becosligible for depreciation, amortization, or

accelerated capital cost recovery for federal inedax purposes, provided that the assets are

physically located in this state for use in a stasified infrastructure project.

(4) “State-certified infrastructure project” or ‘tect” means a film, video, television, or

digital production and post production facility &ded in this state, movable and immovable

property and equipment related to the facility, aamly other facility that is a necessary

component of such state certified infrastructurejgmt, as determined by the EDC. A state

certified infrastructure project does not includenavie theater or other commercial exhibition

facility, a facility used to produce obscene matelan obscene performance, or a facility used

for a production for which records are requiredbéomaintained with respect to any performer in

the production under18 USC 2257.

(b) Tax Credit. (1) Any person, firm, partnersHimist, estate, limited liability company,

corporation (whether for profit or nonprofit) orhetr business entity that incurs qualified

infrastructure costs for a state certified infrasture project shall be allowed a tax credit in an

amount equal to thirty percent (30%) of the quedifiinfrastructure costs against the taxes

imposed on such person or entity pursuant to Chaldte 12, 13, 14, 17 or 30 of title 44

(“Taxation”). Said credit shall be allowed for gifi@d infrastructure projects placed in service

after December 31, 2011. Notwithstanding any piouss of the general laws or requlations

adopted thereunder to the contrary, including, rmitlimited to, the provisions of chapter 2 of

title 37, the division of taxation is hereby exmigsauthorized and empowered to enter into

contracts with persons, firms, partnerships, truststates, limited liability companies,

corporations (whether for profit or nonprofit) other business entities that incur qualified

infrastructure costs for the following purposes$.oflwhich shall be set forth in more particular

detail as follows:

() Upon payment of the fees as set forth in tleistion, the division of taxation shall, on
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behalf of the state of Rhode Island, guaranty tiinoas contract with persons, firms, partnerships,

trusts, estates, limited liability companies, cogtions (whether for profit or nonprofit) or other

business entities that will incur qualified infragtture costs, the delivery of one hundred percent

(100%) of the tax credit in an amount which is kesser of: (A) The amount of the tax credit

identified in the contract with the division of &on in consideration of any processing fees; or

(B) The actual gualified infrastructure costs npliéd by thirty percent (30%).

(i) Any contract executed pursuant to this chapera person, firm, partnership, trust,

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

entity that incurs qualified infrastructure costwls be assignable to: (A) An affiliate thereof

without any consent from the division of taxation;(B) A person, firm, partnership, trust, estate,

limited liability company, corporation (whether fprofit or nonprofit) approved by the division

of taxation, which approval shall not be unreastnalithheld. 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 nonprofit) or other business entity.

(c) Tax credits allowed pursuant to this chapteldbe allowed for the taxable year in

which such state certified infrastructure projecao identifiable portion of the structure is pldce

in service.

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

which the state certified infrastructure projeciplaced in service, the amount that exceeds the

taxpayer’'s tax liability may be carried forward foredit against the taxes imposed for the

succeeding ten (10) vears, or until the full cre&glitsed, whichever occurs first for the tax crdit

Credits allowed to a partnership, a limited lighilcompany taxed as a partnership or multiple

owners of property shall be passed through to #regns designated as partners, members or

owners respectively pro rata or pursuant to an w@relc agreement among such persons

designated as partners, members or owners documgertialternate distribution method without

regard to their sharing of other tax or econontigkaites of such entity.

(e) If the taxpayer has not claimed the tax craditwhole or part, taxpayers eligible for

the tax credits may assign, transfer or convectbdits, in whole or in part, by sale or otherwise

to any individual or entity, including, but not lited to, condominium owners in the event the

certified historic structure is converted into cominiums. The assignee of the tax credits may

use acquired credits to offset up to one hundredepe (100%) of the tax liabilities otherwise

imposed pursuant to chapter 11, 12, 13, (other tiuax imposed under section 44- 13-13), 14.

17 or 30 of title 44 (“Taxation™). The assignee naply the tax credit against taxes imposed on
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the assignee until the end of the tentHi&alendar year after the year in which the subistin

rehabilitated property is placed in service or lutite full credit assigned is used, whichever

occurs first. The assignor shall perfect the trainbf/ notifying the state of Rhode Island division

of taxation, in writing, within thirty (30) calenddays following the effective date of the transfer

and shall provide any information as may be regube the division of taxation to administer

and 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.

(6) No more than fifteen million dollars ($15,000Q) in tax credits in the aggregate may

be issued under this chapter for any tax year pgugnafter December 31, 2011.

(c) Certification and administration. (1) Initiagification of a qualified infrastructure

cost on a state-certified infrastructure projedte Tapplicant shall properly prepare, sign and

submit to the EDC an application for initial cadé#tion of the qualified infrastructure costs for a

state-certified infrastructure project. The apgdlma shall include such information and data as

the EDC deems reasonably necessary for the progdvoation and administration of said

application. The EDC shall review the completedliapion and determine whether it meets the

requisite criteria_and qualifications for the ialticertification for the project. If the initial

certification is granted, the EDC shall issue aasobdf initial certification of the project to the

applicant and to the tax administrator. The noshall state that, after appropriate review, the

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

certification will provide a unique identificatiamumber for the project and is only a statement of

conditional eligibility for the project and, as fucoes not grant or convey any Rhode Island tax

benefits.

(2) Final certification of a project. Upon comptetiof the project activities, the applicant

shall request a certificate of good standing frdra Rhode Island division of taxation. The

division shall expedite the process for reviewihg issuance of such certificates. The applicant

shall properly prepare, sign and submit to the EddCapplication for final certification of the

project and which must include the certificate 0bd standing from the division of taxation. The

final application shall contain a cost report amd“accountant’s certification”. The EDC may

rely without independent investigation, upon theocamtant’s certification, in the form of an
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opinion, confirming the accuracy of the informatiosluded in the cost report. Within thirty (30)

days of a duly completed and filed application, Bi#C will make a determination pertaining to

the final certification of the project and the riégnt tax credits.

(3) Final certification and credits. (i) Upon detgnation that the project qualifies for

final certification and the resultant tax creditse film office shall issue a letter to the appfica

indicating “certificate of completion of a statertifieed project” and shall provide specifically

designed tax credit certificates to the applic#lt. documents that are issued by the EDC

pursuant to this section shall reference the ifleation number that was issued to the project as

part of its initial certification.

(i) The director of the EDC, in consultation aseded with the tax administrator, shall

promulgate such rules and requlations as are ragesscarry out the intent and purposes of this

chapter in _accordance with the general guidelimesiged herein for the certification of the

project and the resultant tax credit.

(iii) Any applicant applying for the credit shalebrequired to reimburse the division of

taxation for any audits required in relation torgnag the credit.

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

to the contrary, the EDC and the division of teoatiare hereby expressly authorized and

empowered to enter into contracts with companie$ ithcur qualified infrastructure costs on

state-certified infrastructure projects.

(5) The EDC shall charge an administration feenmamount equal to five-thousandths

(.005) multiplied by tax credits allowed, which feepayable upon delivery of a fully executed

contract quarantying the tax credits as set fostiein.

(6) Simultaneously with payment of the fee, the ESHall, on behalf of the state of

Rhode Island, guaranty the deliver of one hundexdgnt (100%) of the tax credit and use of one

hundred percent (100%) of the tax credit in the ya&r the qualified infrastructure costs are

incurred by the applicant.

(7) Any contract executed pursuant to this chabtean applicant that incurs qualified

infrastructure costs on a state-certified infrasite project shall be assignable to: (i) An &dfii

thereof without any consent from the division ofdton or the EDC; or (ii) A person, firm,

partnership, trust, estate, limited liability comgacorporation (whether for profit or nonprofit)

or_other business entity approved by the EDC, whagiproval shall not be unreasonably

withheld. For purposes of this subsection, “affdiashall be defined as any entity controlling,

controlled by or under common control with suchsper,_firm, partnership, trust, estate, limited

liability company, corporation (whether for profit nonprofit) or other business entity.
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(8) If information comes to the attention of the Efhat is materially inconsistent with

representations made in _an application, the EDC d&w the requested certification. In the

event that tax credits or a portion of tax credits subject to recapture for ineligible costs and

such tax credits have been transferred, assignd¢bramallocated, the state will pursue its

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

sought against assignees, sellers, transferedlscatas of such credits.

(d) Information Requests. The tax administrator hisdor her agents, for the purpose of

ascertaining the correctness of any credit claimeder 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 statemant may require the attendance of the person

executing the return, report, or other statemendf @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 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 production in Rhode t&la

This act would take effect upon passage.
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