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Indiana law lowers personal income tax rates gradually starting in 2024;
exemption for dependent children is modified retroactive to January 1,
2023

On May 4, 2023, Indiana Governor Eric Holcomb signed into law HB 1001, which, starting in 2024,
accelerates the personal income tax cuts passed in 2022 under HB 1002 and eliminates the contingency of
meeting state budget thresholds for those tax cuts to apply.

Current law

HB 1002, enacted in 2022, lowered the personal income tax rate from 3.23% to 3.15% for tax years 2023
and 2024. For tax years beginning after December 31, 2024, additional reductions in the tax rate would
have gradually applied if budget conditions were met until the rate potentially reached 2.9% by 2029. (See
EY Tax Alert 2022-0497.)

For 2023, taxpayers could claim a $1,500 exemption per year for each dependent child.
New law under HB 1001

Under HB 1001, the personal income tax rates will decrease according to the schedule below. These rate
cuts are not contingent on meeting state budget thresholds.

Effective January 1, 2024: 3.05%
Effective January 1, 2025: 3.00%
Effective January 1, 2026: 2.95%
Effective January 1, 2027: 2.90%

Effective retroactive to January 1, 2023, taxpayers may claim a $3,000 exemption for each dependent
child in the first year of eligibility for the exemption.
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https://iga.in.gov/legislative/2023/bills/house/1001
https://legiscan.com/IN/text/HB1002/2022
https://taxnews.ey.com/news/2022-0497-indiana-law-lowers-personal-income-tax-rate-in-2023-and-2024-new-local-taxes-may-be-imposed-for-emergency-medical-services
https://www.linkedin.com/groups/4307305
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The information contained herein is general in nature and is not intended, and should not be construed, as legal,
accounting or tax advice or opinion provided by Ernst & Young LLP to the reader. The reader is also cautioned that this
material may not be applicable to, or suitable for, the reader's specific circumstances or needs, and may require
consideration of non-tax and other tax factors if any action is to be contemplated. The reader should contact his or her
Ernst and Young LLP or other tax professional prior to taking any action based upon this information. Ernst & Young LLP
assumes no obligation to inform the reader of any changes in tax laws or other factors that could affect the information
contained herein. Copyright 2023. Ernst & Young LLP. All rights reserved. No part of this document may be reproduced,
retransmitted, or otherwise redistributed in any form or by any means, electronic or mechanical, including by
photocopying, facsimile transmission, recording, rekeying, or using any information storage and retrieval system, without
written permission fromErnst & Young LLP.

EY Payroll Newsflash- 2


mailto:kristie.lowery@ey.com
mailto:Kenneth.hausser@ey.com
mailto:debera.salam@ey.com

