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MEMORANDUM

The Honorable Daniel J. McKee, Governor
Jonathan Womer, Director of Administration

Joseph Codega Jr., Budget Officer 7% W/W

November 14, 2025

Subject: FY 2026 First Quarter Report

Overview

After updating revenue estimates and accounting for first quarter expenditures, the Budget
Office projects a FY 2026 year-end general revenue surplus of $67.9 million. This is a $66.9
million increase from the surplus predicted in the FY 2026 Enacted Budget.

Notable developments since the approval of the FY 2026 budget:

The State Controller’s FY 2025 Preliminary Closing Statements added $20.0 million to
the FY 2026 opening surplus.

The November 2025 Revenue Estimating Conference increased general revenue
estimates by $29.2 million. This also resulted in a $1.5 million increase in statutory
contributions to the budget reserve and cash stabilization accounts.

At the November 2025 Caseload Estimating Conference, projected spending on
medical and cash assistance and services for people with intellectual and
developmental disabilities fell by $9.1 million.

The estimates adopted at the Caseload and Revenue Estimating Conferences included
many of the impacts of H.R. 1, but additional budgetary impacts and discretionary
responses may be necessary in the Governor’s Budget Recommendation.

First quarter spending led to a net $10.0 million decrease in other projected annual
expenditures, excluding reappropriations.


Kimberly Henshaw
Joseph Codega
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Budget Office FY 2026 First Quarter Report
Statutory Basis for Reporting

RIGL § 35-1-15 states that the Director of Administration shall “direct the State Budget Officer
to project on a quarterly basis the anticipated year-end balance assuming current trends
continue, and the typical cyclical expenditure patterns prevail over the course of the year. A
consolidated quarterly report incorporating the current status and projection shall be released
to the public within forty-five days of the end of each quarter.” This report demonstrates
compliance with this section of the General Laws.

FY 2025 Preliminary Closing

The State Controller issued the preliminary unaudited FY 2025 closing statements on October
14, 2025. The close reflects a $250.3 million surplus, which is $20.0 million more than the
$230.2 million projected in the FY2025 Enacted Budget.®

Reappropriations

In total, $38.8 million of unspent general revenue appropriations from FY 2025 have been
carried forward to FY 2026, as shown in Tables 1 and 2. This included:

e $10.8 million in unspent and unencumbered balances for the General Assembly?
e $1.8 million in unspent and unencumbered balances for the Judiciary3
e $6.7 million of discretionary reappropriations approved by the Governor
e $19.4 million authorized via Article 13 of the FY 2026 Appropriations Act4
FY 2026 First Quarter

The First Quarter Report for FY 2026 contains estimates of annual expenditures based upon
analysis of agency spending through the first quarter of FY 2026 (July 1, 2025, through
September 30, 2025) as compared to available general revenue resources as adopted by the
November 2025 Revenue Estimating Conference. The projected FY 2026 year-end balance,
based upon these assumptions, is estimated to show a $67.9 million surplus.

As displayed in Table 1, the projected surplus of $67.9 million for FY 2026 is the result of an
opening surplus of $250.3 million; reappropriated surplus of $38.8 million; current year
estimated general revenues of $5.796 billion; $181.4 million in Budget Reserve and Cash
Stabilization Account transfers; November 2025 Caseload Estimating Conference estimates
at $9.1 million below enacted levels; remaining net downward revisions to agency spending
totaling $10.0 million relative to enacted appropriations; and an increase in projected
expenditures resulting from the reappropriation of $38.8 million.

1 FY25 Closing Statements Preliminary Unaudited 10-14-2025.pdf (ri.gov)
2 Pursuant to RIGL § 35-3-15 (a)

3 Pursuant to RIGL § 35-3-15 (a)

4 Recommended Reappropriations to FY26_FINAL MEMO.pdf



https://controller.admin.ri.gov/sites/g/files/xkgbur621/files/2025-10/FY25%20Closing%20Statements%20Preliminary%20Unaudited%2010-15-2025.pdf
https://omb.ri.gov/sites/g/files/xkgbur751/files/2025-07/07.18.25_FY%202025%20Reappropriation%20Request%20Memo_FINAL.pdf
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Revenues

The November Revenue Estimating Conference, held on November 10, 2025, revised revenue
projections for FY 2026 to $5.796 billion. This is $29.2 million more than the FY 2026
enacted projection of $5.767 billion. Areas of note include:

e Personal Income Tax projections were revised upwards by $55.5 million, even after
accounting for federal impacts.

e General Business Tax estimates were reduced $44.2 million, in part to account for
federal impacts.

e Sales Tax projections did not see large changes.

e Estate Tax estimates were revised upwards by $15.2 million driven by strong year-to-
date performance.

e Lottery revenues were revised upwards by $10.3 million supported by strong revenue
performance of video lottery terminals and iGaming.

Details can be found in Table 3.
Expenditures

Caseload Adjustments: The November 2025 Caseload Estimating Conference (CEC) convened
on November 4, 2025, and adopted revised cash assistance caseloads, medical assistance,
and private community developmentally disabled service expenditures for FY 2026.
Compared to the enacted budget, the adopted estimates lowered net general revenue
expenditures by $9.1 million in FY 2026, impacting projected expenditures in the Executive
Office of Health and Human Services, Department of Human Services, and Department of
Behavioral Healthcare, Developmental Disabilities, and Hospitals. Further detail is available
in the forthcoming Caseload Estimating Conference Report.

Additional Agency Expenditures: Exclusive of reappropriations and caseload, the Budget Office
projects agency expenditures to be $10.0 million lower than originally enacted. Please refer
to Table 2 for projected expenditure changes by agency/department. Changes of note include:

e The Department of Administration is projected to save $10.5 million relative to the
enacted budget, primarily from lower-than-expected debt service. This reflects
refunding savings, lower-than-budgeted expenditures for new project issuances, and a
delay in the planned Fall 2025 bond issuance because sufficient funds were available.

e The Executive Office of Housing is projected to spend $0.8 million more than the
enacted budget. The largest anticipated adjustment is due to utility costs for three
state-owned housing facilities that recently came under the Office’'s management in
the City of Providence: 100 Randall Street, 662 Hartford Avenue, and 1 Victor Street.

e Net of caseload adjustments, the Executive Office of Health and Human Services
(EOHHS) is projected to spend $1.3 million more than originally enacted. This is driven
by higher personnel costs and increases in Medicaid management information system
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contracts. Inclusive of $13.7 million in caseload adjustments, EOHHS is projecting
$12.3 million in net savings relative to the enacted budget.

o Net of caseload adjustments, the Department of Human Services (DHS) is projected
to save $1.9 million relative to the enacted budget, primarily due to updated cost
estimates for Office of Healthy Aging's At-Home Cost Share Program. Including
caseload adjustments, DHS is projected to save $2.1 million .

e Net of caseloads, the Department of Behavioral Healthcare, Developmental
Disabilities, and Hospitals (BHDDH) is projected to spend $1.2 million more than
enacted. This reflects the funding need of items such as the increased evaluations
caseload at Forensic Services, the alignment of Eleanor Slater Hospital non-Medicaid
revenue to updated projections, and other adjustments. Net of caseload adjustments,
BHDDH is projected to spend $6.1 million more than the enacted budget.

e The Department of Public Safety is projected to save $0.8 million relative to the
enacted budget, largely reflecting significant sworn officer staffing vacancies within
both the Division of Sheriffs and the State Police. As in prior years, the Department
has redirected a substantial amount of turnover savings in these programs to the
outright purchase of fleet vehicles, thereby reducing FY 2026 reliance on the state
fleet revolving loan fund and reducing outyear repayment liabilities.

e The Rhode Island Ethics Commission and the Office of the Mental Health Advocate saw
$0.2 million in adjustments primarily due to staffing-related changes.

Other Risks, Commentary, and Discussion
H.R. 1 and Other Federal Impacts

Recent federal budget actions, including the passage of H.R. 1 (also known as the One Big
Beautiful Bill Act), have created uncertainty for several state and university programs that rely
on federal funding. Since January 2025, Rhode Island agencies have reported the termination
of four federal grants totaling $11.2 million and continued delays or compliance reviews
affecting roughly $123.9 million across 14 awards. The University of Rhode Island has also
reported the loss of 23 research grants worth $24.0 million. These changes primarily affect
programs in clean energy, education, and economic development, and some are the subject
of ongoing multi-state litigation.

The FY 2026 impacts are incorporated in this report in both expenditures and revenues.
Additional impacts of H.R. 1 are expected in FY 2027 and beyond. While the revenue and
caseload estimates included in this report reflect many of the direct fiscal impacts to the state,
additional impacts may need to be recognized in the upcoming budget cycle.

The federal environment remains unpredictable, with delays in Congressional passage of
appropriations legislation and a recent federal government shutdown disrupting State agency
operations and delaying grant activity. Given that federal funds support more than one-third
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of Rhode Island’s budget, continued monitoring will be important to identify and manage
potential fiscal impacts as the federal landscape evolves.

Risk: FEMA Reimbursement

The State is no longer incurring COVID-related FEMA-reimbursable expenses, as the Stafford
Act emergency declaration incident period closed in FY 2023. Most pending FEMA
reimbursements were completed in FY 2024. The Budget Office will continue working with the
Office of Accounts and Control in case any additional reimbursements are processed,
although any remaining amounts are expected to be minimal.

While the State has generally been successful in securing federal reimbursement for
emergency expenses, there is still a risk that FEMA may deny or reverse prior approvals due
to audit findings or other adjustments. To account for this risk, the FY 2026 Enacted Budget
included a $2.5 million FEMA contingency reserve. Approximately $0.7 million of this reserve
has been used to date. The Budget Office will continue to work with the Office of Accounts and
Control to assess ongoing risk and determine whether these reserve funds should remain in
place in the Governor’s upcoming budget recommendation.

Agency Fiscal Oversight

The projected FY 2026 closing surplus contained within this report demonstrates the
importance of continued fiscal discipline and oversight. The Office of Management and
Budget will continue to vigilantly monitor discretionary spending and hiring at those agencies
projecting a closing deficit in this report, pursuant to RIGL § 35-3-24 and the Department of
Administration’s OMB Budgetary Control Policy.

If you have any questions concerning this First Quarter Report, please feel free to contact me.

cc: The Honorable Marvin L. Abney, Chairman, House Finance Committee
The Honorable Louis P. DiPalma, Chairman, Senate Finance Committee
Sharon Reynolds Ferland, House Fiscal Advisor
Stephen Whitney, Senate Fiscal Advisor



Table 1 - FY 2026 General Revenue Budget Surplus

Surplus
Opening Surplus
Adjustment to Opening Surplus- FEMA
Adjustment to Opening Surplus- Other
Reappropriated Surplus
Subtotal

General Taxes
REC Changes to the Enacted Estimates
Subtotal

Departmental Revenues
REC Changes to the Enacted Estimates
Subtotal
Other Sources
Other Miscellaneous
REC Changes to the Enacted Estimates
Lottery
REC Changes to the Enacted Estimates
Unclaimed Property
REC Changes to the Enacted Estimates
Subtotal

Total Revenues
Transfer to Budget Reserve and Cash Stabilization
Account
Total Available

Actual/Enacted Expenditures
Reappropriations (from prior year)
Nov Caseload Est. Conference Changes
Other Changes in Expenditures

Total Expenditures

Intrafund Transfers from/to Restricted Accounts
Transfer to Supplemental State Budget Reserve
Transfer to Employees' Retirement System
Pause of RIGL 35-6-1(¢)

Total Ending Balances

Reappropriations (to following year
Free Surplus

FY 2024
Audited

$412,262,973
23,811,475

45,152,130
$481,226,578

$4,377,950,240

$4,377,950,240
$552,303,254

$552,303,254
$38,439,513
$426,419,555
$23,591,279

$488,450,347
$5,418,703,841

($175,124,919)
$5,724,805,500

$5,236,111,578

$5,236,111,578

(91,000,000)

(21,649,978)

(21,649,978)
6,530,494
$360,924,460

(34,569,423)
$326,355,037

FY 2025
Final Enacted

$326,355,037

34,569,423
$360,924,460

$4,568,200,000

$4,568,200,000
$556,975,831

$556,975,831
$34,400,000
$431,100,000
$33,600,000

$499,100,000
$5,624,275,831

($178,518,926)
$5,806,681,365

$5,597,598,073

$5,597,598,073
(520,212)

21,649,978
$230,213,058

$230,213,058

FY 2025
Preliminary
Unaudited

$326,355,037
703,083

34,569,423
$361,627,543

$4,567,547,190

$4,567,547,190
$541,202,692

$541,202,692
$33,395,825
$433,594,991
$34,272,938

$501,263,754
$5,610,013,636

($178,740,560)
$5,792,900,619

$5,524,983,257

$5,524,983,257
(520,212)

21,649,978
$289,047,128

(38,796,839)
$250,250,289

FY 2026
Enacted

$230,213,058

$230,213,058
$4,695,177,193

$4,695,177,193
$574,268,879

$574,268,879
$27,337,022
$441,000,000
$28,800,000

$497,137,022
$5,766,583,094

($179,903,885)
$5,816,892,267

$5,809,363,121

$5,809,363,121
(6,500,000)

$1,029,146

$1,029,146

FY 2026
First Quarter

$250,250,289

38,796,839
$289,047,128

$4,695,177,193
20,122,807
$4,715,300,000
$574,268,879
631,121
$574,900,000

$27,337,022
(2,037,022)
$441,000,000
10,300,000
$28,800,000
200,000
$505,600,000

$5,795,800,000

($181,381,509)
$5,903,465,619

$5,809,363,121

38,796,839
(9,054,567)
(10,033,939)

$5,829,071,454

(6,500,000)

$67,894,165

$67,894,165



Table 2 - Summary of Changes to FY 2026 Enacted General Revenue Expenditure Budget

Other Total FY 2026 Change
FY 2026 Reappropriation C: 1 Estimating Proj i Projected Projected From Enacted
Enacted Budget Conference Changes Changes Changes Expenditures (Surplus)/Deficit
General Government
Administration 249,311,650 1,840,091 - (10,523,060) (8,682,969) 240,628,681 (10,523,060)
Business Regulation 25,769,781 - - - - 25,769,781 -
Labor and Training 18,179,242 645,780 - - 645,780 18,825,022 -
Department of Revenue 413,452,869 750,000 - - 750,000 414,202,869 -
Legislature 58,734,623 10,774,553 - - 10,774,553 69,509,176 -
Lieutenant Governor 1,519,219 - - - - 1,519,219 -
Secretary of State 12,861,732 - - - - 12,861,732 -
General Treasurer 4,600,223 880,899 - - 880,899 5,481,122 -
Board of Elections 4,474,931 500,000 - - 500,000 4,974,931 -
Rhode Island Ethics Commission 2,419,632 98,871 - 15,636 114,507 2,534,139 15,636
Governor's Office 9,334,918 - - - - 9,334,918 -
Commission for Human Rights 2,249,158 - - - - 2,249,158 -
Executive Office of Commerce 33,532,824 - - - - 33,532,824 -
Executive Office of Housing 6,464,465 - - 751,000 751,000 7,215,465 751,000
Office of Energy Resources - 275,313 - - 275,313 275,313 -
Public Utilities Commission - - - - - - -
RI Cannabis Control Commission - - - - - - -
Subtotal - General Government 842,905,267 15,765,507 - (9,756,424) 6,009,083 848,914,350 (9,756,424)
Human Services
Office of Health & Human Services 1,490,421,244 - (13,671,726) 1,325,380 (12,346,346) 1,478,074,898 (12,346,346)
Children, Youth, and Families 262,775,058 - - - - 262,775,058 -
Health 40,825,075 866,422 - - 866,422 41,691,497 -
Human Services 136,022,692 4,071,980 (200,994) (1,883,229) 1,987,757 138,010,449 (2,084,223)
Behavioral Healthcare, Developmental Disabilities & Hosp. 318,778,838 939,038 4,818,153 1,242,612 6,999,803 325,778,641 6,060,765
Office of the Child Advocate 2,264,613 - - - - 2,264,613 -
Comm. on Deaf & Hard of Hearing 786,233 - - - - 786,233 -
Governor's Commission on Disabilities 1,386,032 615,533 - - 615,533 2,001,565 -
Office of the Mental Health Advocate 1,117,164 - - (173,589) (173,589) 943,575 (173,589)
Subtotal - Human Services 2,254,376,949 6,492,973 (9,054,567) 511,174 (2,050,420) 2,252,326,529 (8,543,393)
Education
Elementary and Secondary 1,659,208,810 4,804,916 - - 4,804,916 1,664,013,726 -
Office of the Postsecondary Commissioner 33,322,291 - - - - 33,322,291 -
University of Rhode Island 148,637,923 - - - - 148,637,923 -
Rhode Island College 80,448,058 - - - - 80,448,058 -
Community College of Rhode Island 64,838,244 - - - - 64,838,244 -
RI Council on the Arts 2,414,685 - - - - 2,414,685 -
RI Atomic Energy Commission 1,278,282 - - - - 1,278,282 -
Historical Preservation & Heritage Comm 1,969,751 - - - - 1,969,751 -
Subtotal - Education 1,992,118,044 4,804,916 - - 4,804,916 1,996,922,960 -
Public Safety
Attorney General 38,244,427 - - - - 38,244,427 -
Corrections 324,014,603 581,138 - - 581,138 324,595,741 -
Judicial 133,516,539 1,848,662 - - 1,848,662 135,365,201 -
Military Staff 3,424,058 - - - - 3,424,058 -
Emergency Management 7,457,256 - - - - 7,457,256 -
Public Safety 132,842,119 9,303,643 - (788,689) 8,514,954 141,357,073 (788,689)
Office Of Public Defender 18,178,679 - - - - 18,178,679 -
Subtotal - Public Safety 657,677,681 11,733,443 - (788,689) 10,944,754 668,622,435 (788,689)
Natural Resources
Environmental Management 58,380,368 - - - - 58,380,368 -
Coastal Resources Management Council 3,904,812 - - - - 3,904,812 -
Subtotal - Natural Resources 62,285,180 - - - - 62,285,180 -

Total 5,809,363,121 38,796,839 (9,054,567) (10,033,939) 19,708,333 5,829,071,454 (19,088,506)



Table 3 - November 2025 Revenue Estimating Conference Results

Growth From
FY 2026 Consensus
FY 2026 Enacted | [\ 2026 Nov vs. FY 2026 FY 2026
2025 Consensus Enacted Consensus vs.
FY 2026 Enacted

Personal Income Tax $ 2,000,882,929 2,056,400,000 | $ 55,517,071 2.8%
General Business Taxes

Business Corporations 350,360,028 317,000,000 (33,360,028) -9.5%

Public Utilities Gross 112,500,000 115,000,000 2,500,000 2.2%

Financial Institutions 21,200,000 11,500,000 (9,700,000) -45.8%

Insurance Companies 180,217,698 176,900,000 (3,317,698) -1.8%

Bank Deposits 5,200,000 5,200,000 - 0.0%

Health Care Provider 47,170,185 46,800,000 (370,185) -0.8%
Sales and Use Taxes

Sales and Use 1,726,581,707 1,726,000,000 (581,707) 0.0%

Cigarettes 119,100,000 114,500,000 (4,600,000) -3.9%

Alcohol 21,900,000 20,000,000 (1,900,000) -8.7%
Other Taxes

Estate and Transfer 83,600,000 98,800,000 15,200,000 18.2%

Racing and Athletics 700,000 700,000 - 0.0%

Realty Transfer 25,764,646 26,500,000 735,354 2.9%
Total Taxes 4,695,177,193 4,715,300,000 20,122,807 0.4%

Departmental Receipts 574,268,879 574,900,000 631,121 0.1%

Other Miscellaneous 27,337,022 25,300,000 (2,037,022) -7.5%

Lottery 441,000,000 451,300,000 10,300,000 2.3%

Unclaimed Property 28,800,000 29,000,000 200,000 0.7%
Total General Revenues 5,766,583,094 5,795,800,000 29,216,906 0.5%






