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Fiscal Estimate Narratives
DOR 10/6/2023

LRB Number 23-4282/1 Introduction Number SB-0456  |Estimate Type  Original

Description
expanding the homestead income tax credit

Assumptions Used in Arriving at Fiscal Estimate

Under current law, low-income homeowners and renters may qualify for the refundable homestead credit, an
individual income tax credit based on household income and property tax or rent constituting property tax. If
household income is $8,060 or less, the credit is 80% of property tax up to $1,460; thus, the maximum credit is
$1,168. If household income exceeds $8,060 but is no more than $24,680, the credit is 80% of the amount by
which property tax exceeds 8.785% of household income in excess of $8,060.

Effective for claims filed for tax year 2023, this bill increases the maximum eligible income from $24,680 to
$35,000. Moreover, the bill indexes the homestead tax credit parameters for inflation beginning with claims
filed for 2023. '

In fiscal year 2023, the total homestead credit was $48.8 million, down from a high of $133.9 million in fiscal
year 2011. The homestead credit appropriation in 2023 Act 19 anticipates further decreases in the credit to
$42.2 million in fiscal year 2024 and $37.7 million in fiscal year 2025.

Based on a simulation using tax year 2019 credit claims, adjusted for changes in income, DOR expects the bill
to increase costs by approximately $31.0 million in fiscal year 2024, $34.9 million in fiscal year 2025, $39.1
million in fiscal year 2026, and increasing amounts annually thereafter. Annual increases in the fiscal effect will
depend on the consumer price index (CPI). To the extent that the CPI increases rapidly/slowly indexing will
have a greater/smaller fiscal impact.

According to the American Rescue Plan Act (ARPA) Net Tax Reduction Calculation Update memo released by
the Department of Administration on 8/28/2023, the remaining margin for tax reductions before triggering
potential SLFRF recoupment at $113 million for fiscal year 2024 and $319 million for fiscal year 2025. This bill
would reduce these margins by the amount of fiscal effect.

Long-Range Fiscal Implications
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