‘ #,

Session Wrap Up
2025

I

|

ol o R e
pecsapugy
: |‘I|i‘iiii‘|||“i

L

"
'nii!!E_

INCPAS Weekly Update

Click here for current Bill Track:

INCPAS https://tinyurl.com/INCPAS2025
INCPAS- TAX https://tinyurl.com/INCPAS-TAX2025

The General Assembly adjourned Sine Die in the early morning hours of Friday, April 25, four days before
the statutory deadline. The final day was a flurry of activity surrounding a handful of final bills of the
legislative session in both chambers. For bills that passed on the final days, the House and Senate
secretaries have seven days to collect signatures on legislation from the House Speaker, Senate President
Pro Tempore, and the Lt. Governor, before sending it to the Governor’s desk. After receiving the bill from

the General Assembly, the Governor has seven days to sign the bill into law or veto it. You can track the
bills sent to the Governor’s office here.

One of the final bills of the session to pass both chambers was HEA 1001, the $46.1 billion biennial state
budget bill. The final version of the budget bill contained both budgetary cuts and a tax increase to make
up for the $24 billion forecasted shortfall in state revenue for the biennial budget period. Regarding
cuts, most state agencies and universities took a 5% cut across the board. In some instances, an additional

5% was held back to augment the budgets of some agencies, if necessary, after being reviewed by the
state budget committee. In terms of new taxes, the budget bill includes a $2 per pack cigarette tax
increase with a proportional percentage increase for all tobacco products. The budget also borrows

money from other funds and provides for a tax amnesty program, which has successfully raised revenue
in the hundreds of million for the state in previous tax amnesty programs.

The DLGF agency bill (and tax Christmas tree bill) , HEA 1427, was another bill passed by both chambers
in the final hours of session. The final version of HEA 1427 included a large number of new tax-related
provisions, some of which were previously in HB 453, including changes to the code regarding pass
through tax entities. One such provision previously in SEA 453 related to pass through tax entities.



Specifically, the bill provides that for a taxable year beginning after December 31 if a passthrough entity

is entitled to a credit but does not have state tax liability against which the tax credit may be applied, a
shareholder, partner, or member of the pass-through entity is entitled to a tax credit equal to a certain
calculated amount. This language can be found on pages 92-95 of the final version of HEA 1427.

HEA 1427 also made a few changes to provisions in SEA 1 regarding business personal property taxes,
which passed both the House and Senate in Week 15 of session. First, HEA 1427 repealed the increase in
the personal property tax exemption for equipment under $1M in value for the 2025 assessment in SB 1
but retained the increase of the personal property tax exemption to equipment under $2M for the 2026
assessment date and thereafter. This was changed in part to address INCPAS’s concern with 2025 tax
filings for this exemption with the DLGF in 2025. Also, HEA 1427 makes a small change that provides that
business personal property tax pledged as payments for bonds, leases, or other obligations are still subject
to the 30% minimum assessment floor that SEA 1 eliminated for all personal property. Finally, regarding
the DLGF online property tax portal, HEA 1427 allows rather than mandates taxpayers use the portal to file a
personal property return until 2026.

HEA 1427 has collected the required signatures from the Lieutenant Governor, the President Pro Tem of
the Senate, and the Speaker of the House and was received by the Governor for final action on Tuesday,
April 29. The Governor has until May 6 to sign or veto the bill. If he does neither, the bill will become
law.

Switching gears to INCPAS’s accountant licensing bill, HEA 1143 sailed through the legislative process
relatively smoothly, receiving only a single no vote from a legislator. The bill allows a third licensure pathway
of a baccalaureate with an accounting concentration, passage of the Exam and two years of experience effective
1/1/2027. Nearly 30 other states have passed or are working to pass similar legislation. Protecting
licensure mobility is a driving factor of consideration for states passing legislation with similar
provisions. The bill was amended only once in the Senate Tax and Fiscal Policy Committee to remove the
DOR digital filing language that Rep. van Natter included in the introduced version of the bill. HEA 1143
was signed into law by the Governor on April 16.

As always, you can follow the bills we are tracking for you by clicking on the links above, and please do

not hesitate to contact us if you have any questions.




IGA Adjourns Sine Die

The Indiana General
Assembly (IGA) finished the
2025 legislative session in
the early morning hours of
Friday, April 25. Legislators
debated through the night,
saving House Enrolled Act
(HEA) 1001, the biennial
budget, as the last piece of
legislation to be passed.

Both the Senate and the
House adjourned sine die
after passing the budget on
roughly party-line votes. The
final vote was 66-27 in the
House and 39-11 in the
Senate. One representative
from each caucus crossed
party lines in the House with
Rep. Wendy Dant Chesser
(D-Jeffersonville) supporting
the budget bill and Rep.
Craig Haggard (R-
Mooresville) opposing it. In
the Senate, Sen. Jean
Leising (R-Oldenburg) and
Sen. Michael Young (R-
Indianapolis) joined most
Democrats in opposing the
budget. Sen. David
Niezgodski (D-South Bend)
voted yea with the
Republican Caucus.

Biennium Budget
Breakdown

Indiana’s biennial budget
allocates $46 billion over
Fiscal Years 2026 and 2027
combined. The budget
maintains reserves in both
years while fully funding

Medicaid, debt, and pension
obligations.

Republican leadership
framed it as a fiscally
responsible, balanced
budget that continues to
fund policy priorities and
essential services across
Indiana.

Filling the Gap

Just a week before final
passage, lawmakers were
forced to revise HEA 1001
after a grave revenue
forecast predicted shortfalls
of approximately $2.4 billion.
The April revenue forecast
was covered in our Week 15
newsletter.

To make up for this gap, the
state budget contains a
mixture of funding cuts, new
revenue streams, and a dip
into the State’s roughly $2.5
billion in reserves. Reserves
will still be at around 10% of
annual appropriations, down
from 12-13%in the House
and Senate introduced
versions.

Most state agencies will
experience a 5% reduction in
funding, including the
judicial and legislative

branches, statewide elected
officials, and universities.
Exceptions include K-12
education, the Department
of Corrections, Indiana State
Police, the Department of
Child Services, mental health
appropriations, and
Medicaid.

Indiana’s public
broadcasting service's $7.4
million allocation and
funding for trail
infrastructure were zeroed
out. Additionally, local public
health initiatives will see an
approximately 60% cut.

Tobacco Tax Increases

To generate more revenue,
lawmakers increased taxes
on tobacco products, raising
the state cigarette tax for the
first time in 17 years. The tax
now sits at almost three
dollars per pack.

Taxes on other tobacco
products were also raised -
alternative nicotine products
will be taxed at 50 cents per
ounce, up from 40 cents,
and cigars are up to 30%
from 24% of their wholesale
price. These increases are
expected to raise an
additional $850 million in

April Revenue forecast chart, provided by the House Republican Caucus budget

presentation, available HERE

|| Decemberzo24 | April 2025

FY 2025 $22,461M

FY 2026 $23,192M
FY 2027 $23,264M
$46,456M

FY 2026/2027

$22,058M ($403M)
$22,228M ($964M)
$22,250M ($1,005M)
$44,487M ($1,969M)




revenue over the biennium,
with cigarettes being $800
million of that total.

While the budget preserves
planned reductions in
income taxes for 2026 and
2027, the HEA 1427
conference committee
report included
amendments to Senate
Enrolled Act 1, the Senate’s
priority property tax relief bill
signed by Governor Braun
on April 15,2025. Originally,
Senate Enrolled Act (SEA) 1
included a $1 million
business personal property
tax exemption for
equipment purchased after
January 1,2025, increasing
to $2 million in

2026. Provisions in HEA
1427 now return the
exemption back to the
$80,000 level in current law
for 2025 but maintain the
2026 increase.

Education

K-12 education funding totals
$21.8 billion, accounting for
47% of the State’s general
fund appropriations. This is a
3.6% funding increase in
2026

and a 1.6%increase in 2027
for traditional public schools
in tuition support. The $160
million allocated for
textbooks has been rolled
into the funding formula and
is reflected in the funding
increases.

Legislators agreed to delay
school choice expansion

until FY 2026, instead of
immediately implementing
universal vouchers as
originally intended. The $65
million appropriation for the
State’s school voucher
program in the second year
of the budget comes as a
compromise, as Senate
lawmakers sought to do
away with the expansion
entirely due to budget
concerns. Prior to the
budget forecast, fully
funding the program was a
priority for Gov. Braun and
both majority caucuses.

While K-12 education saw
funding increases, the State’s
higher educational
institutions are receiving less
than expected. At the start of
the budget session, Indiana’s
higher education institutions
made funding requests that
included appropriations for
capital projects. The final
version of the budget does
not include any new money
for university capital projects
and implements a 5%
across-the-board cut to
each of the State’s seven
publicly funded universities.

A provision inserted into HEA
1001 will alter the makeup of
the Indiana University Board
of Trustees. Previously, the
Governor appointed six of
the nine board members,
including one student, while
university alumni elected the
remaining three members.
The bill's new language
eliminates the election

process, empowering the
Governor to appoint all nine
trustees and remove
appointees without cause.

Health & Human Services

In 2023, lawmakers passed
SEA 4, creating the Health
First Indiana initiative,
providing funding to local
public health departments to
determine the health needs
of their communities and
improve outcomes. This
year’s budget reduces
funding to $80 million, a
$145 million cut from the
2023 biennial budget.
Democrats highly criticized
the move, while Republicans
cite the increase in cigarette
taxes as a way to improve
health outcomes and
decrease costs throughout
the State.

Legislative Priorities

Governor Braun

Following his first legislative
session as Governor, Gov.
Braun released a statement
thanking legislators for their
commitment to advancing
key priorities of his “Freedom
and Opportunity Agenda.”
He stated that during the
2025 legislative session,
“‘[Indiana] took significant
steps to make healthcare
more affordable and
transparent, empowered
parents [through universal
school choice], and



delivered meaningful
property tax relief for
Hoosiers.”

House priority bills, including
HEA 1004 and_HEA 1003,
though significantly altered
during the legislative
process, aimed at the
Governor’s goal of
increasing transparency in
healthcare pricing.

SEA 1 was also a high priority
for the Governor. The bill
challenged fiscal leaders in
the legislature to balance
property tax relief with
growing communities and
the need for local funding.
Gov. Braun stated he would
veto the bill or call legislators
back for a special session if
he did not see what he
believed to be meaningful
relief for taxpayers.
Ultimately, he signed the
measure into law on April 15,
2025.

House Republicans

House Republican priorities
focused on deregulation,

lowering costs, investing in
growing communities, and
passing a balanced budget.

The caucus passed all eight
of their priority bills including
HEA 1002, Rep. Bob
Behning’s (R-Indianapolis)
education deregulation bill,
aimed at cleaning up Title

20 of the Indiana Code.
HEA 1006 creates a review
board for prosecutors who

do not enforce Indiana law
uniformly. HEA 1005
expands the residential
Housing Infrastructure
Assistance Program and
aims at streamlining
development regulations.

On the House floor, the
budget's main author and
chair of the Ways & Means
Committee, Rep. Jeff
Thompson (R-Lizton), stated
that the final version, “lives
within [the State’s] means,”
while maintaining reserves
and funding priorities such
as K-12 education and public
safety.

Speaker Todd Huston (R-
Fishers) spoke in support of
the budget’'s provisions
during a rare floor speech.
He addressed criticism from
Democratic colleagues on
both expanding school
choice and cutting local
public health funding,
pointing to the accessibility
of more schools through the
voucher program and the
health benefits of a tax
increase on cigarettes.

In a statement released on
Friday, April 25, Speaker
Huston celebrated the
budget for increasing
government efficiency and
supporting a fiscally
responsible state. He
highlighted tax relief, stating,
‘between property tax relief
and income tax cuts,
Hoosiers will see
approximately $600 million

in tax cuts in 2026 and $700
million in 2027.”

House Democrats

House Democrats entered
the 2025 session with the
“Working Hoosiers Agenda,”
prioritizing lowering
healthcare, utility, and living
costs for Hoosiers.

Minority Caucus Leader Phil
GiaQuinta (D-Fort Wayne)
released a statement touting
the work of House
Democrats in increasing
transparency through HEA
1518, increasing community
safety through HEA 1095,
and lowering healthcare
costs with HEA 1226.

Unsuccessful initiatives from
the caucus included pausing
utility rate increases and
making access to pre-K
education universal.
GiaQuinta joined Rep.
Gregory Porter (D-
Indianapolis) in his criticism
of the Republican majority’s
passed version of the
budget. On Friday, April 25,
in a joint statement, Rep.
Porter stated that in this
budget, “The wealthy are
getting handouts instead of
the average Hoosier getting
a hand up.” Both GiaQuinta
and Porter stated that the
budget prioritizes universal
school vouchers over local
health programs and public
education.



On the House floor and in
various press releases, many
caucus members spoke in
opposition to the budget,
highlighting concerns
including decreases in
eligibility levels for On My
Way Pre-K, reduced funding
for Health First Indiana, and
the loss of funding for Dolly
Parton’s Imagination Library
and other programs.

Senate Republicans

Senate Republicans’ 2025
legislative agenda
emphasized the need for a
balanced budget and sought
to address the rising cost of
property taxes and
healthcare in the State.
Leadership aimed to save
Hoosiers money while
limiting government
expenses to only essential
services.

When the House-passed
version of the budget bill
crossed into the Senate,
majority leadership removed
many provisions from the
bill. The two chambers
disagreed on education
funding, with the Senate
initially opting not to adopt
universal school vouchers
due to limited funding
available, and on Medicaid,
where Senate leadership
worried over the program’s
rising costs. Despite
discussion over adding
alcohol or cigarette tax
increases into the bill, these
proposals were rejected

both in committee and on
the Senate floor during the
first consideration of the
budget.

However, on the second-to-
last-day of session, Senate
President Pro Tempore
Rodric Bray (R-Martinsville)
and Senate Appropriations
Committee Chair Ryan
Mishler (R-Mishawaka)
gathered with both House
and executive leadership for
a press conference and the
final budget proposal’s
unveiling.

This included $64 million
more in funding for K-12
Education, fully funded
Medicaid, and aligning the
Senate with the House and
Gov. Braun’s agendas.
Senate leadership also
ultimately agreed to
incorporate the cigarette
and tobacco tax increases to
better fund the State’s
Medicaid program.

Senate Democrats

Senate Democrats launched
the “Real Solutions for
Hoosier Families” agenda at
the start of the session to
promote policies that
address access to
healthcare, housing, and
educational costs for
working families. This
included better maternal
healthcare to address the
State’s high maternal
mortality rate, ending certain
medical debt practices (such

as wage garnishment), and
lowering Medicaid costs
through more holistic state
health initiatives. Leadership
also repeatedly called for
raising the State’s minimum
annual teacher salary to
$65,000 to combat inflation
and the rising cost of
housing.

During the second half of
session when the budget
moved out of the House
and over to the Senate,
Democrats offered 33
amendments to address
these issues. Debate on the
amendments ran late into
the night as Democrats
called up one amendment
after another only for all but
one to be defeated.

However, some agenda
items ultimately made it into
the bill during conference
committee deliberations,
including the tax increases
on cigarettes and other
nicotine products. While
funding from tobacco taxes
will go to Medicaid, Senate
Democrats hope it will lower
the rate of lung cancer, the
State’s top preventable
cancer.
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