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Tax Plans in the 2008 Session of the Indiana General 
Assembly

Current Governor House Bill 1001
System Daniels Passed 1/24/08

Levy Takeovers by State Property taxes 
support a fraction of 
school general fund, 
transportation 
operating and county 
welfare funds

State takes over 
school general fund, 
transportation 
operating and 
counties welfare 
levies

Passed the House; 
added takeover 
juvenile incarceration 
levy

Credits and Deductions Property Tax 
Replacement Credits 
and Homestead 
Credits up to $2.1 
billion; extra $550 
million in homestead 
credits in 2007-08

Property Tax 
Replacement Credits 
and Homestead 
Credits used for levy 
takeovers; credits 
eliminated

Passed the House 

$45,000 homestead 
deduction phases to 
$40,000 deduction by 
2013

Added 35% 
homestead deduction

Added 35% up to AV 
of $200,000; smaller 
percentages for more 
valuable homes

Replacement Revenue Sales tax is 6% Increase sales tax 1 
point to 7%

Passed the House

Indiana income tax 
renters deduction 
capped at $2,500

Raises renters 
deduction cap to 
$5,000

Indiana Earned 
Income Credit is 6% 
of federal credit

Increases Indiana 
Earned Income Credit 
to 9% of federal credit

Three new local 
option income taxes 
to reduce property 
taxes and add to 
public safety funding

One local opton 
income tax to reduce 
property taxes or 
replaced revenue lost 
to circuit breakers
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Tax Plans in the 2008 Session of the Indiana General 
Assembly

Current Governor House Bill 1001
System Daniels Passed 1/24/08

Tax Bill Limits 2% circuit breaker 
limit for homeowners 
in 2008; 3% limit for 
all other property in 
2010; school levies 
excluded

Constitutional 
amendment to limit 
tax bills to 1% of 
assessed value for 
homeowners, 2% for 
owners of rental 
housing, 3% for 
business property

Adds 2% limit for 
agricultural property; 
freezes taxes for 
lower income 
homeowners 65 and 
over; Constitutional 
joint resolution not yet 
passed

Levy Limits Civil operating levy 
increases limited to 6-
year state personal 
income growth

Total revenue 
increases limited to 6-
year county personal 
income growth; 
reviewed by new local 
board

Passed the House; 
budgets reviewed by 
county council

Petition-remonstrance 
process for capital 
projects; referenda for 
added school levies

Referenda required 
for larger capital 
projects and excess 
levy increases

Referenda required 
for large school sports 
facilities; 
remonstrance 
process remains for 
other capital projects

Current review by 
DLGF; County capital 
projects review board 
starts in 2009

County review board 
must approve budgets 
and capital projects

Passed the House

Assessment Practice Combination of 92 
county assessors, 
1008 township elected 
and trustee 
assessors, private 
contractors

Eliminate township 
elected and trustee 
assessors; 
consolidate duties 
with appointed county 
assessor

Eliminate township 
elected and trustee 
assessors; 
consolidate duties 
with elected county 
assessor

Prepared by Larry DeBoer, Purdue University, January 2008
For more detail, see the HB1001 fiscal note, at 
http://www.in.gov/apps/lsa/session/billwatch/billinfo (type in "1001")
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Effect of HB 1001 as Introduced on Representative Taxpayers

Renter Homeowners Median Property Rich Property Poor
Low Income Low Income Mid Income High Income Homeowner Income Poor Income Rich

Home Value Renter 60,000         150,000        375,000         120,700         150,000           60,000             
Income 27,500         27,500         62,500          150,000         55,634           27,500             87,500             

Current Current Current Current Current Current Current 
Taxable AV 0 27,000 102,000 327,000 72,700 102,000 27,000
Taxable Income 18,000         19,979         53,531          140,500         44,729           18,531             79,979             
Taxable Sales 16,905         17,131         23,126          36,846           22,328           16,823             27,959             

Property Tax -               521              1,969            6,313             1,403             1,969               521                  
State/County Income Tax 636              723              2,355            6,182             1,968             660                  3,519               
Sales Tax 957              970              1,309            2,086             1,264             952                  1,583               
Federal Income Tax (2,595)          (2,595)          2,410            20,463           74                  (2,595)              6,014               
All Other Taxes 3,722           3,721           6,595            9,290             6,039             3,718               8,192               
Total Tax Payment 2,721           3,340           14,639          44,333           10,748           4,704               19,829             

Proposed Proposed Proposed Proposed Proposed Proposed Proposed
Taxable AV 0 16,500 65,250 211,500 46,205 65,250 16,500
Taxable Income 18,000         20,156         54,140          140,500         45,169           19,140             80,156             
Taxable Sales 16,905         17,168         23,236          37,273           22,407           16,952             27,991             

Property Tax -               344              1,360            3,750             963                1,360               344                  
State/County Income Tax 636              731              2,382            6,182             1,987             686                  3,527               
Sales Tax 1,106           1,123           1,520            2,438             1,466             1,109               1,831               
Federal Income Tax (2,595)          (2,595)          2,497            21,104           138                (2,595)              6,040               
All Other Taxes 3,722           3,721           6,596            9,294             6,039             3,719               8,192               
Total Tax Payment 2,870           3,325           14,356          42,768           10,594           4,280               19,934             

Change Change Change Change Change Change Change
Taxable AV 0 (10,500) (36,750) (115,500) (26,495) (36,750) (10,500)
Taxable Income 0 177 609 0 440 609 177
Taxable Sales 0 38 110 427 79 129 32

Property Tax 0 (177) (609) (2,563) (440) (609) (177)
State/County Income Tax 0 8 27 0 19 27 8
Sales Tax 149 154 211 353 202 157 249
Federal Income Tax 0 0 87 641 63 0 25
All Other Taxes 0 0 1 4 1 1 0
Total Tax Payment 149 (16) (283) (1,566) (155) (424) 105

Pct. Chng. Pct. Chng. Pct. Chng. Pct. Chng. Pct. Chng. Pct. Chng. Pct. Chng.
Taxable AV -38.9% -36.0% -35.3% -36.4% -36.0% -38.9%
Taxable Income 0.0% 0.9% 1.1% 0.0% 1.0% 3.3% 0.2%
Taxable Sales 0.0% 0.2% 0.5% 1.2% 0.4% 0.8% 0.1%

Property Tax -34.0% -30.9% -40.6% -31.4% -30.9% -34.0%
State/County Income Tax 0.0% 1.1% 1.1% 0.0% 1.0% 4.1% 0.2%
Sales Tax 15.6% 15.8% 16.1% 16.9% 16.0% 16.5% 15.7%
Federal Income Tax 0.0% 0.0% 3.6% 3.1% 84.7% 0.0% 0.4%
All Other Taxes 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total Tax Payment 5.5% -0.5% -1.9% -3.5% -1.4% -9.0% 0.5%

Households are assumed to be families of four under age 65.
Statewide average property tax, PTRC and homestead credit rates are used.
Estimates of taxable sales derived from U.S. Dept. of Labor, Consumer Expenditure Survey (stats.bls.gov/cex/home.htm)
All Other Taxes include state and federal tobacco, alcohol and motor fuel taxes, Indiana motor vehicle excise tax, and
Federal Social Security Tax.
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Bond Issue Approval Procedures in the United States, 2007

Referendum Characteristics

Petition/
Constitutional 
Referendum

Citizen 
Action Automatic Simple Super 

Town 
Meeting No Voter

Remonstrance Provision Required Referendum Majority Majority Approval Role

Total Number 1 32 8 40 36 11 2 2

Alabama x x x
Alaska x x x
Arizona x x x
Arkansas x x x
California x x x 55% civil; 2/3 

school
Colorado x x x
Connecticut x 
Delaware x x
Florida x x x
Georgia x x x
Hawaii x 
Idaho x x x 2/3
Illinois x x
Indiana x x
Iowa x x 60%
Kansas x x x
Kentucky x x x
Louisiana x x x
Maine x x x
Maryland x x x
Massachusetts x x
Michigan x x x
Minnesota x x
Mississippi x x 60%
Missouri x x x 4/7 general 

elections; 2/3 
special elections

Montana x x based on voter 
turnout

Nebraska x x x
Nevada x x
New Hampshire x x 2/3 x
New Jersey x x
New Mexico x x x
New York x x x
North Carolina x x x
North Dakota x x x 2/3
Ohio x x
Oklahoma x x x 3/5
Oregon x x x
Pennsylvania x x x
Rhode Island x x
South Carolina x x x
South Dakota x x x x 60%
Tennessee x x
Texas x x x 2/3
Utah x x x
Vermont x x
Virginia x x x
Washington x x x 3/4
West Virginia x x x
Wisconsin x x x
Wyoming x x x

Source:  Roscoe Hooten, Letter to Senator Kenley , Commission on State Tax and Financing Policy, August 9, 2007.
Prepared by Larry DeBoer, Purdue University, November 2007
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What’s Fiscal Health and 
What’s the Outlook for this Biennium? 

 

Fiscal Health  
• Have balances equal to at least 10% of the budget 

o Cash flow 
o Guard against unexpected shortfalls in revenues 
o 10% is the minimum suggested by the Indiana State Budget Agency 
o 10% of budget will be about $1.35 billion by mid-2009 

• Have payment delays reversed 
o School aid and property tax replacement credit payments from state to local governments 
o A monthly payment postponed from one state fiscal year to the next 
o A “fiscal gimmick” that helped balance the budget in 1993 and 2002-2003 
o If we want it available to use, must move a monthly payment forward 
o Payment delay liability was $286 million as of June 2007 
o State has budgeted a reversal of payment delays by June 2009 

• In total, need to raise about $346 million above spending to achieve fiscal health 
o Starting from balances of $1,286 million in July 2007, 10.1% of the budget 
o Need $60 million to maintain balances at 10% of the budget by mid-2009 
o Need $286 million to reverse payment delays  
o State plans to reverse payment delays by mid-2009 
o With latest revenue forecast, balances are expected  to be $174 million short of 10% of 

the budget by mid-2009 
 

When’s the next recession? 
• Nobody knows, but. . . 
• The last recession ended in November 2001 

o If this expansion lasts 8 years, like the 1980’s expansion, the next recession starts in 
November 2009 

o If this expansion lasts 10 years, like the 1990’s expansion, the next recession starts in 
November 2011 

• The December revenue forecast cut projected Indiana income growth for fiscal ’08 and ‘09 from 
4.5% to 3.0% per year 
 

Outlook for the Budget 
• Indiana will fall short of fiscal health by the end of the 2007-09 biennium, unless changes are 

made 
o The shortfall from fiscal health will be $174 million by mid-2009 
o Payment delays are scheduled to be reversed by mid-2009 
o Balances will be 8.7% of the budget, short of 10% minimum by mid-2009 

• The Governor has asked state agencies to cut their spending below appropriations by 5%.  In 
2005 such “reversions” saved more than $200 million.  A $200 million saving in fiscal 2008 
would allow Indiana to achieve fiscal health by the end of fiscal 2009.  If revenue shortfalls do 
not grow, Indiana’s budget is in good shape. 

• Between fiscal 2000 and fiscal 2004, Indiana revenues fell short of projections by an average of 
more than $500 million per year.   If 2008 brings recession, Indiana may see more reversions, the 
cancellation of payment reversals, transfers from other funds, and perhaps spending cuts and tax 
increases.   


