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Fiscal Estimate Narratives
DOR 4/8/2026

LRB Number 25-3872/1 Introduction Number AB-1209 Estimate Type  Original

Description

modifying the income and franchise tax rate structure for individuals and corporations, creating a school aid fund,
supplemental school aid, school district revenue limits, and making an appropriation

Assumptions Used in Arriving at Fiscal Estimate
This fiscal estimate focuses on the income and franchise tax rate modifications under the bill.

Under current law, the individual income tax contains four tax brackets, each spanning a range of taxable income
and with a progressively higher marginal tax rate. The 4th bracket has the highest marginal rate at 7.65%. Also

under current law, the corporate income and franchise tax and the pass-through entity tax are imposed at the rate of
7.9%.

This bill increases the rate for the 4th individual income tax bracket to 8.65% for tax year 2025 and to 8.85% for
subsequent years. Additionally, the bill creates a 5th individual income tax bracket for taxpayers with taxable income
of at least $750,000 for single taxpayers and $1,000,000 for married couples filing jointly ($500,000 if filing
separately) and sets the bracket's rate at 17.30% for tax year 2025 and 17.70% for subsequent years.

The bill also creates a new bracket for the corporate income and franchise tax and the pass-through entity tax for
income of at least $1,000,000, and sets the bracket's rate at the same rates for the 5th individual income tax
bracket.

The bill directs the secretary of revenue to determine the amount of tax revenue raised due to the increased rates
and to notify the secretary of administration of the amount so that amount can be transferred to the school aid fund
created under the bill.

Because the tax rate changes apply retroactively to tax year 2025, DOR anticipates the revenue effect for tax years
2025, 2026, and part of 2027 will fall in fiscal year 2027. The rate changes are estimated to increase revenue by
$9.4 billion in fiscal year 2027 and $5.7 billion in fiscal year 2028, with similar annual amounts thereafter.

The local fiscal estimate is indeterminate as the department does not have sufficient data to calculate the revenue
limits and subsequent impact to local property taxes.

The Department anticipates one-time costs of $174,690 and ongoing annual costs of $12,330 to administer the
provisions of the bill.

Long-Range Fiscal Implications
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Detailed Estimate of Annual Fiscal Effect
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LRB Number 25-3872/1

Introduction Number AB-1209

Description

modifying the income and franchise tax rate structure for individuals and corporations, creating a school aid
fund, supplemental school aid, school district revenue limits, and making an appropriation

annualized fiscal effect):

l. One-time Costs or Revenue Impacts for State and/or Local Government (do not include in

Il. Annualized Costs:

Annualized Fiscal Impact on funds from:

Increased Costsl Decreased Costs

A. State Costs by Category

State Operations - Salaries and Fringes

(FTE Position Changes)

State Operations - Other Costs

Local Assistance

Aids to Individuals or Organizations

TOTAL State Costs by Category

B. State Costs by Source of Funds

GPR

FED

PRO/PRS

SEG/SEG-S

tax increase, decrease in license fee, ets.)

lil. State Revenues - Complete this only when proposal will increase or decrease state revenues (e.g.,

Increased Rev Decreased Rev
GPR Taxes $ $
GPR Earned
FED
PRO/PRS
SEG/SEG-S
TOTAL State Revenues $ $

NET ANNUALIZED FISCAL IMPACT

State Local

NET CHANGE IN COSTS

$ $

NET CHANGE IN REVENUE

$See Text $
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