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Overview 
H.F. 1041 would increase the corporate franchise tax rate on corporations based 
on the reported pay ratio between the corporation’s principal executive officer 
and the median compensation for all other employees of the corporation. 

Summary 
Section Description 

1 Disqualification from eligibility to receive grants. 
Prohibits a corporation subject to the additional tax in section 2 from receiving a 
state-issued grant. 

Effective date: January 1, 2027. 

2 Computation, corporations. 
Imposes an additional tax on corporations by increasing the corporate franchise tax 
rate by various percentage points. The size of the increase is based on the pay ratio a 
corporation reports federally and is calculated by comparing the median total 
compensation of a corporation’s employees to the total compensation of the 
corporation’s principal executive officer. The range of increases would begin with a 
.02 percentage point increase for pay ratios of 50:1 to 100:1 and would be capped at 
a percentage point increase of 1.5 for pay ratios of 500:1 or greater. 

Effective date: Tax year 2027. 
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