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LS 6420 NOTE PREPARED: Dec 3, 2025
BILL NUMBER: SB 81 BILL AMENDED:

SUBJECT: Various Tax Matters.

FIRST AUTHOR: Sen. Qaddoura BILL STATUS: As Introduced
FIRST SPONSOR:
FUNDS AFFECTED: GENERAL IMPACT: Pending
DEDICATED
FEDERAL

Summary of Legislation: Debt for Local Units: The bill repeals the debt limitation for political
subdivisions. The bill amends revenue distribution provisions for certain debt service levies to include the
supplemental homestead credit and the local property tax credits for disabled individuals and seniors added
in SEA 1 in the 2025 session for purposes of the distribution determination. The bill clarifies provisions
added in SEA 1 in the 2025 session that place restrictions on the issuance of certain general obligation bonds.

TIF Neutralization: The bill amends provisions added in SEA 1 in the 2025 session that require the
Department of Local Government Finance (DLGF) to neutralize the effect of certain property tax provisions
enacted in that bill.

Disabled Veteran Deduction: The bill provides a property tax deduction for permanently disabled veterans
based on the percentage of the permanently disabled veteran's service connected disability.

Standard Homestead Deduction: The bill restores the standard deduction for homestead property in the case
ofahomestead with an assessed value of $125,000 or less, and retains the supplemental homestead deduction
as enacted in SEA 1 in the 2025 session.

School Operating Referenda: The bill caps the total operating referendum tax that may be levied by a school
corporation for referendums approved by the voters after December 31, 2025, to not more than the school
corporation's maximum operating referendum tax levy in the immediately preceding year, multiplied by the
maximum levy growth quotient.

Public Hearings: The bill repeals provisions enacted in SEA 1 in the 2025 session that require a political
subdivision to hold a separate public hearing before increasing its tax levy from the preceding year.

MLGQ Changes: The bill amends the calculation of the maximum levy growth quotient (MLGQ) to provide
an increased MLGQ for those taxing units with assessed value growth over a three year average that exceeds

20%.
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Excess Levy Appeals: The bill reinstates provisions regarding excess tax levies that were repealed in SEA
1 in the 2025 session.

Controlled Project Thresholds: The bill removes project costs as a determination threshold under the
controlled projects statute. It provides for an increase in the tax rate thresholds under the controlled projects
statute based on any increase in a political subdivision's tax rate that results solely from the statutory changes
to property tax deductions and exemptions enacted in SEA 1 in the 2025 session.

Low Income Seniors Property Tax Credit: The bill provides a property tax liability credit to freeze the
homestead property tax liability for low income seniors.

Renter’s Income Tax Deduction: The bill increases the maximum renter's deduction for income tax purposes
from $3,000 to $6,000 per taxable year.

Theft Losses Income Tax Deduction: The bill provides an income tax deduction for theft losses that result
from certain financial transactions induced by third parties and that cause the individual to incur federal gross
income as a result of the theft. It requires the Department of State Revenue (DOR) to first certify the theft
loss deduction before a taxpayer may claim the deduction in a taxable year.

Child Care Income Tax Credit: The bill provides an income tax credit for small businesses that make
contributions to a qualified employee for use toward a qualified employee's cost for child care. It provides
that the tax credit may not be carried forward to a succeeding taxable year, carried back to a preceding
taxable year, or refunded.

First-time Home Buyer Income Tax Credit: The bill provides an income tax credit for first time home buyers
with a mortgage applicable for the first taxable year in which the home buyer first takes ownership of a
homestead with respect to which a first time home buyer mortgage is granted. It provides that the tax credit
is equal to $3,000 for that taxable year and may not be carried forward to a succeeding taxable year, carried
back to a preceding taxable year, or refunded.

Low-Income Household Income Tax Credit: The bill provides an income tax credit for households whose
income is at or below 200% of the federal poverty guidelines for a household of its size. It provides that the
tax credit is equal to $3,000 for the taxable year and may not be carried forward to a succeeding taxable year,
carried back to a preceding taxable year, or refunded.

LIT Rate Increase: This bill increases the overall local income tax (LIT) rate as enacted in SEA 1 in the 2025
session from 2.9% to 3.75%.

LIT Rate Re-adoption: The bill repeals provisions that require counties and municipalities to re-adopt their
LIT rate each year beginning in 2031.

Marion County LIT: The bill requires LIT revenue from a fire protection and emergency medical services
rate adopted by a consolidated county to be distributed to the fire special service district established under
the UNIGOV statute. It specifies that an included town that is part of the consolidated city under the
UNIGOV statute is not a separate municipality for purposes of the LIT provisions enacted in SEA 1 in the
2025 session. It repeals a provision regarding Marion County's allocation of LIT revenue.
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Central Indiana Public Transportation LIT: The bill decouples the special purpose LIT rate for central
Indiana public transportation projects from the LIT expenditure rate. (Under current law, the special rate for
transportation projects is included in a county's total expenditure rate.)

Municipal LIT Population Thresholds: The bill expands the population threshold parameters under which
a municipality may elect to be treated as if it were not eligible to adopt a municipal LIT (and instead
potentially receive a LIT distribution under a county adopted LIT rate). It requires the population count for
purposes of the LIT to include any federal special census count requested by a city or town.

LIT Distributions: The bill makes changes to LIT distribution provisions.

Effective Date: Upon passage; January 1, 2024 (retroactive); January 1, 2026 (retroactive); July 1, 2026;.
Explanation of State Expenditures: As of the above date, the fiscal analysis of this bill has not been
completed. Please contact the Office of Fiscal and Management Analysis for an update of this fiscal impact
Statement.

Explanation of State Revenues:

Explanation of Local Expenditures:

Explanation of Local Revenues:

State Agencies Affected:

Local Agencies Affected:

Information Sources:

Fiscal Analyst: James Johnson, 317-232-9869; Bob Sigalow, 317-232-9859; Katherine Timperman,
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