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Disclaimer

• This presentation and other Department of Local Government Finance 

materials are not a substitute for the law. The following is not legal advice, 

just an informative presentation. The Indiana Code always governs.
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Agenda

• Local Income Tax: Definitions & Terminology

• LIT Local and State Agency Overview

• Types of Local Income Tax

• LIT Adoption Timing

• LIT Supplemental Distribution

• Frequently Asked Questions
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Local Income Tax: Definitions & Terminology
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What is Local Income Tax?

• It is a county imposed tax that is applied to taxpayers’ taxable income. 

• Local Income Tax is often referred to as “LIT”.

• It is also a source of revenue for many local units of government. 

• Units of government are to receive over $3.7 billion of LIT during 2024 
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What is a Local Income Tax Rate?

• A county’s income tax rate represents the total of specific types of LIT which 

each have their own rate.

• This rate is applied to each taxpayer’s wages over the course of the year.

• Withholdings are often taken out of each paycheck or may be paid quarterly 

by self-employed taxpayers.

6



What are the Types of LIT Rates? 

Certified Shares 

Public Safety 

Economic Development 

Correctional or Rehabilitation Facilities

Emergency Medical Service

Judicial

Acute Care Hospitals (effective July 1, 2024)

Property Tax Relief

Special Purpose Rate

Levy Freeze (in some counties)
 

        Total County Income Tax Rate
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Who Receives Local Income Tax Payments?

• The State Budget Agency keeps track of each county’s separate amount of 

local income taxes that are generated from their residents. 

• Only units of government within that county can receive income tax 

distributions generated from that county, but not all units of government will 

receive a distribution.

• Exception: Non-government fire & EMS entities can request to receive 

part of the public safety LIT distribution.
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Who pays Local Income Tax?

• Income tax rates are adopted at a county level and are paid by the residents 

of that county.

• “Both the county of residence and the county of principal business or 

employment of an individual are determined on Jan. 1 of the calendar year 

in which the individual’s taxable year begins. If a person resides in an 

Indiana county on Jan. 1, or resides out-of-state on Jan. 1, but has his or her 

principal place of work or business in an Indiana county as of Jan. 1, he or 

she is subject to county tax at the rate corresponding to that Indiana 

county.“

 -Indiana Department of Revenue – Departmental Notice #1
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Local Income Tax
Local & State Agency Overview

10



LIT – Local & State Agency Overview

There are a number of state and local agencies that play a role in the collection, 

calculation, distribution, receipt, and auditing of LIT: 

County 
Adopting 

Body

Department 
of Revenue

State Budget 
Agency

DLGF
Comptroller’s 

Office
County 

Auditors

Local Units 
of 

Government
SBOA
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County Adopting Body

• IC 6-3.6-3-1 outlines the adopting body as either the COUNTY FISCAL BODY or LOCAL 

INCOME TAX COUNCIL. This is dependent upon the county’s income tax structure on 

1/1/2015, prior to the statewide LIT consolidation.

• Note: IC 6-3.6-3-1 includes additional caveats that outline specific configurations used to 

determine adopting body and certain actions that can be taken by each body. 

County Fiscal Body

If the county was a former CAGIT 
county, the county council is the 
adopting body.

The county council will pass an 
ordinance to make changes to the 
configuration of LIT in the county.

Local Income Tax Council

• If the county was a former COIT county, 
then the adopting body is the Local 
Income Tax Council.

• The county and each city and town has 
an opportunity to pass resolutions and 
vote on changes to the configuration of 
LIT in the county.
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LIT – Department of Revenue

• DOR is responsible for informing taxpayers and employers of newest county 

total LIT rates and the process for paying income tax. DOR collects LIT for the 

State.

• Income Tax info and resources for taxpayers

• https://www.in.gov/dor/3988.htm

• Annual Department Notice 

• https://www.in.gov/dor/files/dn01.pdf
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LIT – State Budget Agency

• SBA is responsible for reconciling and certifying the total amount of LIT 

money by county and by LIT type. The totals are posted online, then 

distributed to the Comptroller’s Office and DLGF.

• Certification process includes accounting for collections, refunds, 

amendments, adjustments, and corrections. 
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LIT – State Budget Agency

• SBA will post LIT estimates between August and October. By December, SBA 

will certify the 2025 LIT amounts. 

• Local Income Tax Data

• https://www.in.gov/sba/2587.htm

• 2024 Certifications Calculations

• https://www.in.gov/sba/files/2024-Certification-Calculations-2.pdf
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LIT – SBA LIT Rates
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LIT – SBA LIT Distribution Amounts
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LIT – State Budget Agency

• The CY 2024 certified LIT totals are calculated based on the formula 

described in IC 6-3.6-9-4.

• Generally speaking, the LIT dollars being distributed in 2024 are based off 

the processed collections from July 1, 2022 through June 30, 2023. 

• Notes:

• The calculation above is a simplification of the process to certify the 

2024 figures.

• There are allowable adjustments outlined in statute.

• Estimates may be used if actuals are not available.
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LIT – DLGF

The DLGF serves two key functions with respect to LIT calculation and 

distribution process. 

1) Review of pre-submission and official LIT ordinance and resolution 

submissions.

2) Calculation and distribution of Unit Level Reports for both CY Certified totals 

and Supplemental Distributions.
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LIT – Comptroller’s Office

• The Comptroller’s Office is responsible for making monthly distributions to 

the county auditor’s offices for all except Property Tax Replacement. 

Distributions represent 1/12 of the SBA certified totals. 

• Property Tax Replacement LIT will be distributed to counties in time for the 

Spring and Fall property tax settlements.

• The Comptroller’s Office will distribute supplemental distributions to 

qualifying counties in May. 
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LIT – County Auditor

• Reconciliation of monthly LIT received from the Comptroller’s Office with the 

DLGF Reports.

• Distributes:

• Monthly LIT distributions.

• Supplemental LIT distribution in May, where applicable.

• Monthly LIT Levy Freeze distributions, where applicable.

• Submission of Ordinances for LIT Changes through Gateway’s Budget 

application.

• Work with Treasurer to convert Property Tax Relief LIT into “property taxes” 

for the June and December property tax settlement.
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LIT – Local Units of Government

• Receipt:

• Monthly LIT distributions, where applicable.

• Supplemental LIT distribution in May, where applicable.

• Monthly LIT Levy Freeze distributions, where applicable.

• Reconciliation 

• Make sure amounts match the monthly reports.
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LIT – State Board of Accounts

• SBOA is responsible for the development of the chart of accounts used by all 

unit types.

• SBOA will also audit units to determine that LIT distributions were handled in 

a manner consistent with statute and their accounting principals. 

• SBOA provides support to units with questions about receipting and utilizing 

their LIT dollars.
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Types of Local Income Tax
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LIT Configuration
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Total County LIT Rate

Expenditure Rate

Certified Share:

      Includes Levy Freeze and School PTRC 
Rate
Economic Development

Public Safety: 

    Includes PSAP, FD, VFD, and EMS 
Allocations 
Correctional/Rehabilitation Facility

Emergency Medical Service

Judicial 

Acute Care Hospitals

Property Tax Relief Special Purpose Rate



LIT Calculation by Type

The DLGF’s calculation of the Certified Shares is based on IC 6-3.6-6-12.

Allocation Amount

• In former CAGIT counties, the first 0.25% of the expenditure rate revenue 

is distributed to all units including schools.

• The rest is then distributed to all units (except schools) as Certified Shares.

Attributed Allocation Amount

• In all counties with an adopted expenditure rate, certified shares are 

distributed to all units excluding schools.

• The county unit is adjusted to add in a historical welfare allocation.
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Expenditure Rate

• County expenditure rate includes the following tax rate categories:

• Certified Share 
• Economic Development 
• Public Safety 
• Correctional/Rehabilitation 
• EMS 
• Judicial
• Acute Care Hospitals (effective July 1, 2024)

• IC 6-3.6-6-2 states that the county expenditure rate is collectively capped between 
the options above at 2.5% for all counties except for Marion which is capped at 
2.75%. 
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LIT Calculation by Type

The DLGF’s calculation of the Certified Shares is based on IC 6-3.6-6-12.

  SBA CY Certified Share Total

(minus) “CAGIT”/School PTRC1,2

(minus) LIT Levy Freeze    

  DLGF Certified Share Starting total

Note 1: School PTRC is only applied former CAGIT Counties

Note 2: School PTRC portion is equal to the first 0.25 of the county certified share rate.
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LIT Calculation by type

Current Year Certified Levy

 - Certified Levy Attributed to Debt Issued after June 30, 2005

 +Prior year Certified Shares 

+/- Fire Territory Adjustment

 = Allocation Amount Calculation1 

+ Welfare Allocation Amount2

 Attributed Allocation Amount Calculation 

Note 1: There is an adjustments made for certain units with a $0 levy.

Note 2: The Welfare Allocation is applied to the county unit as per IC 6-3.6-2-18.
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LIT Distribution Sample Report
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LIT Distribution Sample Report
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LIT Calculation by Type

• The DLGF’s calculation of the Economic Development is based on IC 6-3.6-6-

9.

• Economic Development is distributed to counties, cities, and towns.

• Counties may opt to have economic development distributed based on 

certified levy or based on population.
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LIT Distribution Sample Report
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LIT Calculation by Type

• The DLGF’s calculation of the Public Safety is based on IC 6-3.6-6-8.

  SBA CY Public Safety Total

(minus) PSAP Allocation                         

  DLGF Public Safety Starting total

• The county may reduce the public safety distributions from the DLGF 

Certified LIT report to account for portions earmarked for Fire Departments, 

Volunteer Fire Departments, EMS, Fire Territories, and Townships as allowed 

by IC 6-3.6-6-8.
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LIT Calculation by Type

• The DLGF’s calculation of the public safety shares is based on IC 6-3.6-6-8.

• In former CAGIT counties, public safety is distributed to counties, cities, and 

towns proportionally using the Attributed Allocation Amount method.

• In former COIT counties, public safety is distributed to counties, cities, and 

towns proportionally using the certified levy method.
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LIT Distribution Sample Report
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LIT Distribution Sample Report
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LIT Distribution Sample Report
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Other Expenditure LIT Types

• Correctional/Rehabilitation Facility (IC 6-3.6-6-2.7)
• Used by the county only for paying for correctional facilities and rehabilitation facilities in the 

county.
• Max Rate: 0.2% or 0.3%

• Emergency Medical Service  (IC 6-3.6-6-2.8)
• Used by the county only for paying for operating costs incurred by the county for emergency 

medical services that are provided throughout the county.
• Max Rate: 0.2%

• Judicial (IC 6-3.6-6-2.9)
• Used by the county only for paying county staff expenses of the state judicial system in the 

county
• Max Rate: 0.2%

• Acute Care Hospitals (IC 6-3.6-6-2.6)
• Effective July 1, 2024
• Used by the county only for paying for operating expenses of an acute care hospital in the 

county
• Max Rate: 0.1%
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Property Tax Relief

• “Buys down” the property tax bill of taxpayers with property types that are 

chosen to receive this credit.

• Applied to tax bills prior to the application of circuit breaker credits.

• This is received by the units of government as “property taxes” in their 

June and December settlement from the county auditor.
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Property Tax Relief

• IC 6-3.6-5-6 states that the property tax relief cannot exceed 1.25%.

• In addition to selecting a rate, the county must identify how the relief will be 

applied:

(1) Homesteads Properties (1%)

(2) Residential property, long term care property, agricultural land, and other 

tangible property (2%)

(3) Nonresidential real property, personal property, and other tangible 

property (3%)

(4) For residential property (IC 6-1.1-20.6-4)
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Special Purpose Rate

• 21 counties have a special purpose rate that is available to them by virtue to 

statutes enacted under IC 6-3.6-7 that allows them to adopt a LIT rate with a 

predefined reason, maximum rate, and duration.

• The special purpose rate cap is based on the statute for each specific 

county. 
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LIT – Adoption Timing
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LIT Adoption Timetable

• IC 6-3.6-3-3 identifies when the LIT ordinances will go into effect based on 

when they are adopted.

• If a rate change is adopted:

Adoption Date Rate Change Effective Date

Jan. 1, 2024 – Aug. 31, 2024 Oct. 1, 2024

Sept. 1, 2024 – Oct. 31, 2024 Jan. 1, 2025

Nov. 1, 2024 – Dec. 31, 2024 Oct. 1, 2025
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LIT Adoption Timetable

• IC 6-3.6-3-3 identifies when the LIT ordinances will go into effect based on 

when they are adopted.

• If a distribution change is adopted:

Ordinance Adoption Date Distribution Change Eff. Date

Jan. 1, 2024 – Nov. 1, 2024 Jan. 1, 2025

Nov. 2, 2024 – Dec. 31, 2024 Jan. 1, 2026
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LIT Adoption Timetable

IC 6-3.6-3-4 mentions that:

• Except for a tax rate that has an expiration date, a tax rate remains in 

effect until the effective date of an ordinance that increases, decreases, 

or rescinds that tax rate. 

• A tax rate may not be changed more than once each year.
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LIT – Supplemental Distribution
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LIT Supplemental Distribution

• County qualification for the supplemental distribution is based on IC 6-3.6-9-

15(a):

(a) If the budget agency determines that the balance in a county trust account 

exceeds fifteen percent (15%) of the certified distributions to be made to the 

county in the determination year, the budget agency shall make a 

supplemental distribution to the county from the county's trust account. The 

budget agency shall use the trust account balance as of December 31 of the 

year that precedes the determination year by two (2) years.
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Supplemental Distribution Timeline 
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May 1 SBA will provide the county totals for qualifying counties to the 

DLGF. (IC 6-3.6-9-15)

May 15 The DLGF will calculate and post the unit level calculations to the 

DLGF website for all counties. (IC 6-3.6-9-15)

May 31 The county auditor will distribute the Supplement LIT funds to 

each applicable unit within the county. (IC 6-3.6-9-15)



LIT Supplemental Distribution

• SBA County informational Reports are posted by February 15

• https://www.in.gov/sba/budget-information/local-income-tax-

data/county-informational-reports/

• This report details:

• Processed collections for the prior fiscal year

• Detailed distributions for the current year

• Detailed tax rates for the current year

• Calculation of excess balance under IC 6-3.6-9-15*

• *The excess balance calculation determines if a county is eligible for a 

supplemental distribution in May of the current year.
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LIT Supplemental County Eligibility

• This report calculates if the county is eligible for a supplemental distribution in May.

• Begin with the ending cash balance from 2 years ago

• Subtract the prior year supplemental distribution

• Subtract 15% of the current year “certified distributions after adjustments”

• If this amount is greater than $0, the county will receive a supplemental LIT distribution.

SBA Source: CY 2024 County Informational Report 02-15-2024

1) 

2) 

3) 

 

4) 
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LIT Supplemental Distribution

• The DLGF will calculate the unit level breakdown for the supplemental 

distribution based on IC 6-3.6-9-15(d)(3)(A)&(B).

(2) The Department of Local Government Finance shall determine for the county 

and each taxing unit within the county:

(A) the amount and allocation of the supplemental distribution attributable 

to the taxes that were imposed as of December 31 of the trust account 

balance year, including any specific distributions for that year; and

(B) the amount of the allocation for each of the purposes set forth in this 

article, using the allocation percentages in effect in the trust account 

balance year.
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LIT Distribution Sample Report
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Frequently Asked Questions

54



Frequently Asked Question #1

• My levy increased due to a new debt, but why didn’t my LIT Certified Shares 

distribution increase?

• The Allocation Amount and Attributed Allocation Amount used to 

proportionally allocation LIT Certified Shares does not include any 

property taxes attributable to debt issued after 6/30/2005. (Slide 29)
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Frequently Asked Question #2

• My property tax levy is roughly the same as last year, why did my LIT Certified 
Shares distribution go down?

1. Compare the total amount of LIT Certified Shares between this year and 
last year. Did the total decrease?

2. Did you have a debt issued by 6/30/2005 that was paid off and wasn't a 
part of last year's property tax levy?

3. Did a new fire territory begin collecting property taxes last year?
4. Was a new referendum passed in the county that caused an increase in 

taxes last year?
5. Was there some other increase in levy for another unit of government 

last year that was not attributed to new debt?
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Frequently Asked Question #3

• My certified levy is zero, why am I still receiving a LIT distribution? 

• The Allocation Amount and Attributed Allocation Amount used 

to proportionally allocation LIT Certified Shares includes the prior year LIT 

Certified Shares distribution. Even if the levy drops to zero, the prior year 

LIT amount would still be greater than zero.  (Slide 29)
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Frequently Asked Question #4

• Last year, the county adopted a new Economic Development LIT and I’m now 

receiving distributions for this each month. I noticed that my Supplemental 

LIT distribution is missing an amount for Economic Development. Why is 

this?

• The supplemental distribution is statutorily required to use the allocation 

percentages in effect in the trust account balance year. The trust account 

balance year is from two years prior to the current year. If a new LIT went 

into effect last year, it was not present two years ago and will not receive 

any of the supplemental distribution. (Slide 52)
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Resources

• We are your #1 contact at the 

Department.

• We are here to answer questions.

• We can help explain changes in 

procedures.

• We can help you avoid common mistakes 

and, in some cases, help correct those 

mistakes.

• https://www.in.gov/dlgf/files/maps/Fiel

d-Rep-Map-Budget.pdf 
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Contact the Department

• Website: www.in.gov/dlgf

• “Contact Us”: https://www.in.gov/dlgf/contact-us/

• Budget Field Representative Map: 

• https://www.in.gov/dlgf/files/maps/Field-Rep-Map-Budget.pdf

• Gateway Support: Support@dlgf.in.gov

• Telephone: (317) 232-3777
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