I The Economic
Progress Institute

Protecting Rhode Island’s Tax Revenue:
H.R.1 Tax Provisions Rhode Island Policymakers Should
Reject and Why

Decoupling is the right move NOW!

The Issue

Federal tax changes under H.R.1 could cost Rhode Island at least $35 million
each year beginning in Tax Year 2026 — unless the General Assembly takes
action.

Because Rhode Island follows rolling conformity, federal tax changes
automatically become state law unless the state explicitly decouples from
them.

In the FY2026 budget, General Assembly leadership had the foresight to plan
for decoupling for Tax Year 2025 even before H.R.1 was enacted. This move
protected an estimated $80 million in state revenue.

New legislation is needed to extend these protections to Tax Years 2026 and
beyond.

Why This Matters

« These tax provisions primarily benefit wealthy households, large
corporations, and investors.

« Many benefits flow to investors and companies outside Rhode Island.
« These provisions frequently subsidize out-of-state economic activity.

« Companies and investors can still claim the more generous federal
benefits, even when RI decouples.

« These incentives, if they work at all, work at the federal level—not as state
policy.

- State revenue will be reduced without strengthening Rhode Island’s
economy.

« Some provisions are retroactive, and retroactive tax breaks cannot
incentivize future growth.

« Decoupling protects revenue without harming Rhode Island’s small
businesses.

« At a time of budget pressure and unmet needs, these provisions would
drain funding for public priorities such as education, healthcare, housing,
and infrastructure.
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EPI's Recommendation

The General Assembly should act to decouple from these six H.R.1 tax provisions and some existing
credits for Tax Years 2026 and beyond, preserving critical state revenue while allowing businesses

to continue receiving federal tax benefits.
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