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May 15, 2025

The Honorable Representative Abney
Chairman, House Committee on Finance
82 Smith Street

Providence, RI, 02903

Dear Chairman Abney,

On behalf of the member institutions of the Association of Independent Colleges and Universities of Rhode
Island, | am writing in opposition to House Bill 5285. The proposed tax on endowments would harm Rhode
Island’s institutions of higher education and place an unnecessary strain on institutions that are already
facing threats on multiple fronts.

Our sector continues to face attacks from the federal administration. Among these threats are the
administration’s cuts to research funding, restricting international students access to colleges in the United
State, and proposed congressional cuts to student aid to name only a few. The sector is also experiencing a
dramatic decline in the number of college-age students across the country, predominantly in the Northeast.
Independent colleges in Rhode Island educated 35,085 undergraduate students in 2013. Ten years later these
institutions educated 29,003 undergraduate students, a decline of 17%.

The higher education sector increasingly relies on endowments to keep tuition costs down, provide financial
aid, support public service, and invest in research and academic disciplines. As such, taxing endowments
would interfere with an institutions’ ability to carry out mission-specific operations. An endowment tax raises
serious concerns regarding fairness. No other non-profit sector is subject to a tax on its donations. In this
legislation, only one institution is singled out by the tax. Any proposal to tax endowments could face
challenges in court, leading to lengthy and costly litigation.

Rhode Island institutions are in direct competition with institutions in the region and across the country.
Placing a new cost on our institutions hurts their ability to compete amid the demographic crunch. Putting
our institutions at a disadvantage hurts the entire state as private, non-profit education is a vital sector of the
Rhode Island economy that supports more than 30,000 jobs and is responsible for $4.6 billion in economic
impact.

AICU Rhode Island member institutions support their host communities financially through various informal
and formal agreements. This legislation’s fiscal impact could hamper an institution’s ability to continue these
agreements throughout the state.

With these points in mind, AICU Rhode Island strongly opposes the passage of House Bill 5285 as such a tax
will not only harm the sector but will also negatively impact the Rhode Island economy as whole.

Sincerely,

X —

Daniel P. Egan
President
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