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FISCAL IMPACT STATEMENT

LS 6766 NOTE PREPARED: Dec 31, 2022
BILL NUMBER: HB 1276 BILL AMENDED:  

SUBJECT:  Tax Matters Relating to Veterans.

FIRST AUTHOR: Rep. Pack BILL STATUS: As Introduced
FIRST SPONSOR: 

FUNDS AFFECTED: X GENERAL IMPACT: State & Local
DEDICATED
FEDERAL

Summary of Legislation: Property Tax Deduction for Disabled Veterans: The bill eliminates the assessed
value cap that applies to the property tax deduction for a veteran who: (1) has a total disability; or (2) is at
least 62 years of age and has at least a 10% disability. It provides a property tax deduction for an individual
or surviving spouse of a veteran who has been rated by the United States Department of Veterans Affairs as
individually unemployable. 

Renter’s Deduction for Disabled Veterans: The bill allows a disabled veteran who rents a dwelling as a
principal place of residence to claim an additional renter's deduction of up to $3,000 from the disabled
veteran's adjusted gross income.

Effective Date:  July 1, 2023; January 1, 2024.

Explanation of State Expenditures:  Department of State Revenue (DOR): The DOR would incur some
administrative expenses relating to the revision of tax forms, instructions, and processing systems to reflect
the changes to the renter’s deduction. The DOR's current level of resources should be sufficient to implement
these changes.

Explanation of State Revenues:  Renter’s Deduction for Disabled Veterans: The bill establishes an
Adjusted Gross Income (AGI) Tax deduction. The deduction is effective beginning in tax year 2024, so the
revenue impact will likely begin in FY 2025. The deduction could reduce state General Fund revenue by an
estimated $0.4 M to $0.9 M per year beginning in FY 2025.

The bill provides a tax deduction to an Indiana taxpayer who (1) is a disabled veteran, and (2) rents a
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dwelling for use as the individual’s principal place of residence. It provides that the deduction amount is
calculated based on the taxpayer’s disability rating determined by the U.S. Department of Veterans Affairs.
It provides the formula for calculating the deduction. The maximum deduction is equal to $3,000. 

Additional Information - The estimates are based on disability compensation and disability rating information
published by the U.S. Department of Veterans Affairs. There are about 95,000 veterans in Indiana that
receive disability compensation. Indiana income tax return data was used to assign a low and high level of
renters among the veteran population. The lower bound assumes that around 10% of veterans rent their
principal place of residence. This level is based on a ratio derived from taxpayers who currently claim the
military income deduction. The lower bound also assumes a lower average disability rating. The upper bound
assumes that 19% of veterans are renters. This is based on the share of Indiana taxpayers who currently claim
the renter’s deduction. 

Current federal tax law exempts the disability compensation received by veterans from adjusted gross
income. This exemption also carries into Indiana adjusted gross income. The analysis assumes that the
veterans receiving disability compensation also receive taxable income from other sources. The additional
renter’s deduction will reduce the income currently taxable under Indiana tax law. 

Explanation of Local Expenditures:  

Explanation of Local Revenues:  Property Tax Deduction for Disabled Veterans: Beginning with taxes
payable in 2025, the bill’s elimination of the AV cap for the disabled veteran property tax deduction is
projected to increase the number of homeowners eligible to receive the deduction, resulting in an estimated
$71 M in new deductions statewide. The bill will result in an estimated $1.6 M of combined property tax
shifts statewide to other taxpayers and revenue losses to local units. The taxes saved by the disabled veteran
homeowners would be shifted to other taxpayers to the extent that those taxpayers have not reached their
property tax cap. The remainder of the tax reduction would be lost revenue to local units and school
corporations.

Renter’s Deduction for Disabled Veterans: Because the deduction will decrease taxable income, counties
imposing local income taxes could potentially experience a decrease in revenue. Based on the current average
local income tax rate of 1.64%, local income tax collections on a statewide basis could potentially be reduced
by $0.2 M to $0.5 M annually beginning in FY 2025.

Additional Information - The disabled veteran property tax deduction reduces the net AV for qualified
recipients by $14,000 and is available for veteran homeowners that are 62 and over with at least a 10%
Veterans Administration (VA) disability rating or veteran homeowners of any age who have a 100% VA
disability rating. Under current law, only homesteads with an AV of $200,000 or less qualify for the
deduction.

For purposes of deriving the estimated projections referenced above, the following assumptions were used
in the analysis:

• A statewide 77.9% homeownership rate for veterans in Indiana, based on Housing Assistance
Council tabulations of the Census Bureau's 2015-2019 American Community Survey (ACS).

• Service Connected Disability (SCD) rating data provided by the U.S. Department of Veterans Affairs
are broken down into the following categories: 0% to 20%; 30% to 40%; 50% to 60%; 70% to 90%;
and 100%. For purposes of this analysis, the homeowner is assumed to receive the highest
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percentage in the SCD range (i.e., 100%).
• Real property examples included in the calculations are single family dwellings where the AV is

allocated exclusively as homestead property and where the homeowner is receiving both the standard
homestead and supplemental homestead deductions.

State Agencies Affected:  Department of State Revenue.

Local Agencies Affected:  Local units.

Information Sources: FY 2020 Disability Compensation Recipients by County, U.S. Department of
Veterans Affairs; LSA Income Tax Database. LSA property tax database; Housing Assistance Council
tabulations of the Census Bureau's 2015-2019 American Community Survey (ACS).

Fiscal Analyst:  James Johnson, 317-232-9869; Camille Tesch, 317-232-5293.
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