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The Vermont Chamber of Commerce represents businesses of all sizes, from every industry,
across every region of Vermont. Our members are deeply invested in the long-term
affordability, predictability, and economic sustainability of the state. We appreciate the
opportunity to provide testimony on Vermont'’s federal conformity decisions related to H.R. 1,
and how those decisions intersect with the realities facing Vermont employers.

Federal conformity is not simply a technical exercise. For Vermont businesses, it is
fundamentally about predictability, affordability, and alignment between policy intent and
economic impact. In periods of economic stability, these decisions matter. In periods of
disruption, they matter even more.

Vermont’s business community is diverse. It includes manufacturers, healthcare providers,
hospitality operators, professional services firms, retailers, agricultural enterprises, nonprofits
with taxable activities, and globally connected companies. These businesses operate under a
wide range of ownership and tax structures, including C corporations, pass through entities,
cooperatives, and hybrids.

What they share is exposure to state-level tax policy choices that directly affect cash flow,
investment planning, and compliance costs.

At the same time, businesses are operating in a period of heightened uncertainty. Federal
actions and global economic forces, including trade disruptions and tariff related cost
pressures, are already affecting supply chains, input costs, and long-term planning for Vermont
employers. These are pressures Vermont businesses did not create and cannot control.

In this environment, state level tax conformity decisions take on added importance. They can
either help stabilize business operations or compound uncertainty. They are among the most
direct tools the state has to respond to federal disruption.

When Vermont diverges from federal treatment without a clear Vermont specific rationale,
businesses often experience increased complexity with little corresponding benefit. In a state
already grappling with affordability pressures and capital constraints, those frictions matter. In
contrast, conforming to key federal provisions can help Vermont offset the impact of federal
volatility by reducing friction and restoring a measure of predictability for employers.
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What Vermont Businesses Need from Conformity Decisions
From the Chamber’s perspective, the most important conformity decisions are those that:

e Improve predictability for long term planning

e Reduce unnecessary administrative and compliance burden
e Support capital investment and modernization

e Align tax treatment with real economic activity

At a time when businesses are absorbing external shocks beyond their control, conformity to
key federal provisions can serve as a stabilizing force. This is not about supporting federal
policy. It is about supporting Vermont businesses despite federal uncertainty.

Key Provisions with Broad Business Impact

Research and Experimental Expenditures

The restoration of current deductibility for domestic research and experimental
expenditures supports innovation across Vermont’s economy, not just in traditional
research intensive industries.

For many Vermont employers, this includes process improvements, efficiency upgrades,
product development, and compliance driven innovation. Allowing these costs to be
deducted when incurred improves cash flow and supports reinvestment at a time when
margins are under pressure. This is particularly important as businesses seek to adapt to
rising input costs and supply chain disruptions.

Business Interest Deduction
The changes to how business interest deductions are calculated are particularly relevant
in today’s higher interest rate environment.

Businesses across sectors rely on financing for equipment, facilities, energy investments,
and inventory. Conforming to federal treatment here helps avoid layering additional
cost and complexity onto ordinary business financing decisions, especially as borrowing
costs and supply chain disruptions intersect.

Expensing of Depreciable Business Assets

Enhanced expensing provisions support investment in the physical backbone of
Vermont’s economy, including manufacturing equipment, construction machinery,
agricultural assets, technology systems, and hospitality infrastructure.

These provisions encourage continued investment even as businesses face uncertainty
related to tariffs, input costs, and demand volatility. At a moment when external forces
are discouraging investment, these provisions help keep capital moving inside Vermont.
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Recognizing Business Structure Diversity

While Vermont businesses operate under different tax structures, including pass
through entities, our focus is not on privileging one structure over another.

Rather, it is on ensuring that Vermont’s conformity decisions do not inadvertently
disadvantage certain business models, introduce avoidable complexity, or undermine
investment across the broader business community.

Pass through entities are a meaningful part of Vermont’s business landscape, but they
are one component of a much larger and interconnected economic system.

As the Committee evaluates conformity provisions, we encourage a practical, outcome focused
lens:
e Does conformity improve clarity and predictability for Vermont employers
e Does it support investment, modernization, and resilience during economic uncertainty
e Does nonconformity create compliance costs that outweigh revenue benefits
e Does the decision align with Vermont’s broader economic goals around affordability and
competitiveness

In a period marked by federal policy shifts and global volatility, state level decisions that
provide stability and clarity matter more than ever. This moment presents an opportunity for
Vermont to act deliberately on behalf of its employers.

In closing, federal conformity decisions are not abstract for Vermont businesses. They shape
day-to-day operations, long-term planning, and confidence in Vermont as a place to invest and
grow.

Conforming to key federal provisions is not simply a technical choice. It is an economic
imperative that can help Vermont businesses navigate uncertainty while continuing to invest in
people, places, and productivity. We appreciate the Committee’s careful work on these issues
and look forward to continued collaboration.
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