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Proposed law authorizes a nonrefundable individual income tax credit to certain state employees in the amount of 30% of
proposed annual state savings approved and certified by the Commission of the Administration. State employees, who are
not responsible for the crafting or implementing the effected agency budget, may submit a state savings plan to the head of
the agency, who shall submit a recommendation to the Commissioner. The Commissioner has 60 days to review the
recommendation and determine if such savings are eligible for the credit. The total number of credits issued any fiscal year
is limited to $10M. Once certified by the Commissioner, the taxpayer is limited in the amount of the credit that may be
claimed each tax year: 50% in year 1, 33% in year 2, and 17% in year 3. Unused credits may be carried forward for up to
10 years. Credits shall be certified based on the adoption and promulgation of rules by the Commissioner by Dec. 31, 2025.

Effective upon signature of the governor. No credits to be issued after July 1, 2029.

Division of Administration (DOA) anticipates needing one full-time analyst of $125,440 (salary and related benefits) to
develop/implement the program beginning in FY26. Additional analysts may be required depending on the number of
applications received and the workload of verification necessary to ensure savings are achievable before credits are certified.

LDR is anticipated to incur one-time expenditures for minor system design updates, testing, and system development in
support of tax return modifications. LFO believes the department is able to absorb this amount within its current budget but
may require additional resources if the aggregate impact of all bills enacted during this session is substantive.

LFO has no basis for estimated the savings associated with the program. The realized cost savings to the state are
dependent upon the savings proposals submitted by state employees and the successful implementation of involved state
agencies. To the extent such proposals are deemed eligible and implemented in such a way that savings are realized, the
expenditures (for any particular means of finance) may decrease by an indeterminable amount. The exact timing of those
savings depends on the nature of the proposals. To the extent no net savings credits are ever issued but proposals are
submitted, the bill make work to increase expenditures associated with the cost of analyst(s) reviewing such proposals.

To the extent net savings credits are certified by the Commissioner, the bill can only work to decrease SGF revenue as
taxpayers claim the credits against state income tax liabilities. The amount of the revenue loss is dependent upon the
savings proposals submitted by state employees, certified by the Commissioner, and the tax liability of the taxpayer upon
which the nonrefundable credit is claimed against. Unused credits due to insufficient tax liability may be carried forward for
up to ten years.

Each credit issued is worth 30% of annual state savings anticipated from adopting the savings proposal. The total number of
credits issued each fiscal year is limited to $10M per fiscal year.

Here is an illustration of how the credit would be awarded and claimed by a taxpayer. If the Commissioner certifies that an
employee’s proposal is anticipated to achieve $1M in annual savings for the state, the employee receives a $300,000
nonrefundable individual income tax credit. The employee may claim $150,000 at most when filing the tax return for the
taxable year in which the credit was certified by the Commissioner. Then the employee may claim $100,000 at most on the
tax return for the subsequent taxable year (assuming no unused amount was carried forward) and then $50,000 at most on
the next taxable year’s tax return. The employee reserves the right to carry forward any unused amount of the credit for up
to ten years.
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