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2001 BILL

1 AN ACT to create 71.03 (7) (¢), 71.05 (6) (b) 34., 71.05 (6) (b) 35. and 71.85 (3) (b)

2 of the statutes; relating to: creating an individual income tax exemption for -
3 pay received from the federal government by members of the armed forces

4 . participating in Operation Enduring Freedom and abating interest or penalties

5 due on income tax returns for members of the armed forces who are

6 participating in that operation. |

Analysis by the Legislative Reference Bureau

This bill creates an individual income tax exemption for pay received from the
federal government by members of the armed forces participating in Operation
Enduring Freedom. The exemption applies to active duty personnel who are
assigned to the Operation Enduring Freedom theater of operations and to members
of a reserve component of the armed forces who are activated for Operation Enduring
Freedom. The exemption applies to any amount of military pay received by the
person from the federal government if he or she is below the grade of commissioned

officer, and up to $500 per month of military pay received by the person if he or she
is a commissioned officer.

&renue service fof a taxpayer-te-file.his or her de
fiiling under state law, although the taxes.that-areda
{ of 12% per year during-theperiod of the extension. Un.
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S 1ot apply to persons who served in support of Operation
0T,-or-a-successor operation, in the United States-or;for persons who quali
for a federal extension, to persons-who serve ide of the United States becaus
of their /p@;tici.pati‘o‘ﬁ“ih Operation Enduring Freedom or a succe ration in th.
Enduring eedom-theatere ati =

exemption created in this bill is subject to any penalties or interest related to income
taxes, those penalties or interest may not continue to accrue while the taxpayer is
in the Operation Enduring Freedom theater of operations and for 180 days after the
taxpayer leaves the theater of operations.

This bill will be referred to the joint survey committee on tax exemptions for a
detailed analysis, which will be printed as an appendix to this bill.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

ECTION-1, 71.03 (7) (c) of the statutes is created to read:

71.03 (7) (¢) \i:;;'\t?k‘ab g years beginning after December 31, 2000

or an operation that is a successor to
States, or for persons who qualify-f61

7508, who served Side the United States because of their p

icipation in

Operation, Ehduring Freedom or an operation that is a successor to Opera

ing Freedom in the Enduring Freedom theater of operations/

SECTION 2. 71.05 (6) (b) 34. of the statutes is created to read:

71.05 (6) (b) 34. Any amount of basic, special, and incentive pay income or
coﬁpensation, as those terms are used in 37 USC chapters 3 and 5, received from the
federal government by a person who is a member of the U.S. armed forces, as defined
in 26 USC 7701 (a) (15), and is below the grade of commissioned officer, for services

performed for Operation Enduring Freedom. In this subdivision, “services
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BILL SECTIQN 2
performed for Operation Enduring Freedom” means service in a unit of the U.S.
armed forces if all of the following apply:

a. The person is assigned to duty in that theater of operations or the person is
activated for Operation Enduring Freedom.

b. The service occurs during the period that there is in effect a designation by
the president of the United States that the service is part of Operation Enduring
Freedom.

| SECTION 3. 71.05 (6) (b) 35. of the statutes is created to read:

- 71.05 (6) (b) 35. Up to $500 per month of basic, spécial, and incentive pasr
income or compensation, as those terms are used in 37 USC chapters 3 and 5,
received from the federal government by a person who is a member of the U.S. armed
forces, as defined in 26 USC 7701 (a) (15), and is a commissioned officer, for services
performed for Operation Enduring Freedom. In this subdivision, “services
performed for Operation Enduring Freedom” means service in a unit of the U.S.
armed forces if all of the following apply:

a. The person is assigned to duty in that theater of operations or the person is
activéted for Operation Enduring Freedom.

b. The service occurs during the period that there is in effect a designation by
the president of the United States that the service is part of Operation Enduring
Freedom. |

SECTION 4. 71.85 (3) (b) of the statutes is created to read:

71.85 (3) (b) Section 71.05 (6) (b) 34. or 35. may continue to éccrue while the
taxpayer is in the Operation Enduring Freedom theater of operations gnd for 180
days after the taxpayer leaves the Operation Endﬁring Freedom theater of

operations.
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SECTION 5. Initial applicability.
(1) This act first applies to taxable years beginning on January 1, 2001.

(END)



— %%

DRAFTER'S NOTE LRB_m/ {
FROM THE MES:wlj:j§i
LEGISLATIVE REFERENCE BUREAU —

October 8, 2001

Representative Musser:

This bill is drafted according to your instructions in that it first applies to taxable years
. beginning on January 1, 2001. This initial applicability provision may cause
administrative problems for the Department of Revenue because their tax forms and
instructions are already printed for tax year 2001, and they obviously do not provide

for the changes contained in this bill. Please let me know if you want any changes made
to the bill.-

Basically, this bill contains provisions that are similar to the provisions that applied
to Operation Desert Shield and Operation Desert Storm, although the tax exemption
in this bill also applies to active duty personnel who are assigned to the Operation
Enduring Freedom theater of operations and not just to members of a reserve
component of the armed forces who are activated for the operation.

Marc E. Shovers

Senior Legislative Attorney

Phone: (608) 2660129

E-mail: marc.shovers@legis.state.wi.us
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October 8, 2001

Representative Musser:

This bill is drafted according to your instructions in that it first applies to taxable years -
beginning on January 1, 2001. This initial applicability provision may cause
administrative problems for the Department of Revenue because their tax forms and
instructions are already printed for tax year 2001, and they obviously do not provide
for the changes contained in this bill. Please let me know if you want any changes made
to the bill.

Basically, this bill contains provisions that are similar to the provisions that applied
to Operation Desert Shield and Operation Desert Storm, although the tax exemption
in this bill also applies to active duty personnel who are assigned to the Operation
Enduring Freedom theater of operations and not just to members of a reserve
component of the armed forces who are activated for the operation. '

Marec E. Shovers |

Senior Legislative Attorney

Phone: (608) 266-0129

E—mail: marc.shovers@legis.state.wi.us



To: Q Lﬂ@ l/\/t LSSy (The Bill's Requestor)

Attached is a fiscal estimate prepared for your
2001 draft that has not yet been introduced.

LRB Number: LRB 29§

Version: “ / i

3

Entered In Computer And Copy Sent To Requestor Via E—Mail: ' O / ‘ ‘ /2001

Fiscal Estimate Prepared By: (agency abbr.) [\D Q

If you have questions about the attached fiscal estimate, you may contact the agency/
individual who prepared the fiscal estimate. If you disagree with the enclosed fiscal

estimate, please contact the LRB drafter of your proposal to discuss your options
under the fiscal estimate procedure.

* k k k k khk kkhkhkhkhkhkhkKhkh Kk Kk k%

To: LRB —'Legal Section PA’s

Subject: Fiscal Estimate Received For A Un—Introduced Draft

« If this is re—drafted to a new version please attach this early fiscal estimate to the back of the draft’s file between
the old version and the new version.

» If this draft gets introduced ... and the version of the attached fiscal estimate is correct ... please write the drafts
intro. number below and give this fiscal estimate to Mike (or Lynn) to process.

THIS DRAFT WAS INTRODUCED AS: 2001
* If this draft gets introduced ... and the version of the attached fiscal estimate is for a previous version ... please

attach this early fiscal estimate to the back of the draft’s file between the old version and the new version. Have Mike
(or Lynn) get the ball rolling on getting a fiscal estimate prepared for the introduced version.




. Emery, Lynn
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Sent:
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FE_Musser.pdf

Emery, Lynn

Thursday, October 11, 2001 9:56 AM

Rep.Musser

LRB-3988/1 (FE by DOR-attached-for your review)



"Division of Executive Budget and Finance

Wisconsin Department of Administration

DOA=2048 (R07/2000)

Fiscal Estimate - 2001 Session

Original O Updated

Corrected Supplemental

LRB Number 01-3988/1 & Introduction Number /-~

Subject

Individual income tax exemption, interest and penalty abatement for Operation Ehduring Freedom participants

Fiscal Effect
State:
No State Fiscal Effect
Indeterminate
Increase Existin Increase Existin
Appropriations o Revenues 9 [JIncrease Costs - May be possible to
Decrease Existing [X] Decrease Existing absorb within agency’s budget
Appropriations Revenues Yes NO
Create New Appropriations : Decrease Costs
Local:
No Local Government Costs
Indeterminate S.E'JypesAc;I Local Government
its Affected
1.0)increase Costs 3.[Jincrease Revenue n
Towns Vill Citi
Permissive|: j|Mandatory E] Permissivef | Mandatory Counties Ot:e%z lies
2.[C]Decrease Costs 4.[[]Decrease Revenue

School WTCS
Permissive|__|] Mandatory Permissive[_|Mandatory Districts Districts

Fund Sources Affected Affected Ch. 20 Appropriations

GPR FED PRO PRS SEG SEGS

Agency/Prepared By Authorized Signature Date

DOR/ Meredith Krejny (608) 261-8984 Brian Pahnke {608) 266-2700 10/9/01




Fiscal Estimate Narratives
DOR 10/11/01

LRB Number 01-3988/1 Introduction Number Estimate Type  Original

Subject

Individual income tax exemption, interest and penalty abatement for Operation Enduring Freedom participants

Assumptions Used in Arriving at Fiscal Estimate

This bill would create an individual income tax exemption for pay received by certain members of the armed
forces serving in Operation Enduring Freedom. The exemption applies to active duty personnel assigned to the
theater of operations and to armed forces reserve members who are activated for service during the operation.
For enlisted personnel, the amount of the exemption is equal to the amount of any basic, special or incentive
income received from the federal government; the exemption is limited to $500 per month for commissioned
officers. The bill would also abate interest or penalties due on tax returns for these persons while the filer is
serving in the theater of operations and for 180 days after the filer leaves the theater.

According to the Defense Manpower Data Center, approximately 11,000 active duty military personnel claim
legal residence in Wisconsin; it is unknown how many are or will be serving in the theater of operations for
Operation Enduring Freedom. The Wisconsin Department of Military Affairs indicates that about 500 members
of the National Guard from Wisconsin have been activated as of October 9, 2001; at this time, it is not known
how many additional reservists, if any, will be activated to serve during the operation. Based on basic pay
information obtained from the Defense Finance and Accounting Service, it is assumed that active duty enlisted

personnel receive average compensation of $21,600 annually. The number of commissioned officers eligible
for the exemption is not known.

Assuming that 500 active duty military enlisted personnel and 500 reservists would be eligible for the proposed
exemption and assuming an effective marginal tax rate of 6.14%, this bill would reduce state revenues by
approximately $1.3 million annually for the duration of the operation ([500 + 500] x 21,600 x 0.0614). If the
number of eligible taxpayers were to double, the revenue loss associated with this bill would increase to $2.6
million annually. The number of military personnel that would be subject to interest or penalties is assumed to
be small. Thus, this provision of the bill would result in only a minimal revenue loss.

Long-Range Fiscal Implications




Wisconsin Department of Administration
Division of Executive Budget and Finance
DOA-2047 (R07/2000)

Fiscal Estimate Worksheet - 2001 Session

Detailed Estimate of Annual Fiscal Effect

Criginal D Updated Corrected Supplemental
LRB Number 01-3988/1 Introduction Number
Subject

Individual income tax exemption, interest and penalty abatement for Operation Enduring Freedom
participants

I. One-time Costs or Revenue impacts for State and/or Local Government (do not include in
annualized fiscal effect):

. Annualized Costs: Annualized Fiscal Impact on funds from:
Increased Costs| 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

lll. State Revenues - Complete this only when proposal will increase or decrease state revenues
(e.g., tax increase, decrease in license fee, ets.)

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 $ $
Agency/Prepared By Authorized Signature Date

DOR/ Meredith Krejny (608) 261-8984 Brian Pahnke (608) 266-2700 10/9/01




Wisconsin Department of Administration
. Division of Executive Budget and Finance
DOA-2048 (R07/2000)

Fiseal Esti e - 2001 Session

O Original Updated Corrected 0 Supplemental
LRB Number 01-3988/1 Introduction Number

Subject

Individual income tax exemption, interest and penalty abatement for Operation Enduring Freedom participants

Fiscal Effect
State:
[CINo State Fiscal Effect
Indeterminate
Increase Existin Increase Existin .
Appropriations g Revenues g [XjIncrease Costs - May be possible to
isti s, it bsorb within agency’s budget
Decrease Existing Decrease Existing a A
.Appropriations .Hevenues : Elves ENo
Create New Appropriations D Decrease Costs
Local: '
No Local Government Costs
Indeterminate 5.Types of Local Government
1.[Eincrease Costs 3.[[increase Revenue Uﬁ_:vafs:ted Ovilege  [Gities
Permissive [Z] Mandatory Permissive (] Mandatory Dcountes Dot g '
2. Decrease Costs 4. Decrease Revenue ounties ors

School WTCS
_ Permissive|_jMandatory Permissive}t::}iMandatory Districts Districts

Fund Sources Affected Affected Ch. 20 Appropriations
GPR FED PRO PRS SEG SEGS 20.566 (1)(a)

Agency/Prepared By Authorized Signature Date

DOR/ Meredith Krejny (608) 261-8984 Brian Pahnke (608) 266-2700 10/16/01




Fiscal Estimate Narratives
DOR 10/16/01

LRB Number 01-3988/1 Introduction Number Estimate Type - Updated
Subject )

Individual income tax exemption, interest and penalty abatement for Operation Enduring Freedom participants

"~ Assumptions Used in Arriving at Fiscal Estimate

This bill would create an individual income tax exemption for pay received by armed forces reserve members
who are activated for service during Operation Enduring Freedom. The exemption would also apply to active
duty personnel assigned to the theater of operations, however, this pay is already excluded from income by
provisions of the Internal Revenue Code that Wisconsin has adopted for state purposes. For enlisted
personnel, the amount of the exemption is equal to the amount of any basic, special or incentive income
received from the federal government; the exemption is limited to $500 per month for commissioned officers.
The bill would also abate interest or penalties due on tax returns for these persons while the filer is serving in
the theater of operations and for 180 days after the filer leaves the theater.

The Wisconsin Department of Military Affairs indicates that about 500 members of the National Guard from
Wisconsin have been activated as of October 9, 2001; at this time, it is not known how many additional
reservists, if any, will be activated to serve during the operation. The number of commissioned officers eligible
for the exemption is not known. Based on basic pay information obtained from the Defense Finance and
Accounting Service, it is assumed that active duty enlisted personnel receive average compensation of $21,600
annually; activated reservists receive the same compensation as active duty personnel.

For the 500 reservists currently activated, assuming an effective marginal tax rate of 6.14%, this bill would
reduce state revenues by approximately $0 7 million annually for the duration of the operation (500 x 21,600 x
0.0614). The number of military personnel that would be subject to interest or penaltles is assumed to be small.
Thus, this provision of the bill would result in only a minimal revenue loss.

The Department would incur annual costs of $29,500 to pull returns of tax filers qualifying for the exemption
from the regular processing stream and to process them separately.

Long-Range Fiscal Implications




Wisconsin Department of Administration
Division of Executive Budget and Finance
DOA-2047 (R07/2000)

Fiscal Estimate Worksheet - 2001 Session

Detailed Estimate of Annual Fiscal Effect

Original X Updated Corrected Supplemental
LRB Number 01-3988/1 Introduction Number
Subject

Individual income tax exemption, interest and penalty abatement for Operation Enduring Freedom
participants

I. One-time Costs or Revenue Impacts for State and/or Local Government (do not include in
annualized fiscal effect):

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 29,500

Local Assistance

Aids to Individuals or Organizations
TOTAL State Costs by Category $29,500 $
B. State Costs by Source of Funds T
GPR 29,500
FED
PRO/PRS
SEG/SEG-S

lll. State Revenues - Complete this only when proposal will increase or decrease state revenues
(e.g., tax increase, decrease in license fee, ets.)

Increased Rev Decreased Rev
GPR Taxes $ $-700,000
GPR Earned
FED
PRO/PRS
SEG/SEG-S
|TOTAL State Revenues $ $-700,000
NET ANNUALIZED FISCAL IMPACT
State Local
NET CHANGE IN COSTS $29,500 $
NET CHANGE IN REVENUE $-700,000 $
Agency/Prepared By Authorized Signature Date N

DOR/ Meredith Krejny (608) 261-8984 Brian Pahnke (608) 266-2700 10/16/01
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AN ACT to create 71.05 (6) (b) 34.,71.05 (6) (b) 35. and 71.85 (3) (b) of the statutes;
relating to: creating an individual income tax exemption for pay received ﬁom
the federal government by. members of the armed forces participating in
Operation Enduring Freedom and abating interest or penalties due on income

tax returns for members of the armed forces who are participating in that

operation. o o l2ast 10 doys

Analysis by the Legislative Reference Bureau

This bill creates an individual income tax exemption for pay received from the
federal ggvernment by members of the armed forces participating in Operation
Enduring/ Freedom. The exemption applies to active duty personnel who are
assigned to the Operation Enduring Freedom theater of operations and to members
of a reserve component of the armed forces who are activated for Operation Enduring
Freedom. The exemption applies to any amount of military pay received by the
person from the federal government if he or she is below the grade of commissioned
officer, and up to $500 per month of military pay received by the person if he or she
is a commissioned officer.

In addition, under the bill, if a person who is eligible for the income tax
exemption created in this bill is subject to any penalties or interest related to income
taxes, those penalties or interest may not continue to accrue while the taxpayer is
in the Operation Enduring Freedom theater of operations and for 180 days after the
taxpayer leaves the theater of operations. -
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This bill will be referred to the joint survey committee on tax exemptions for a
detailed analysis, which will be printed as an appendix to this bill.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill. '

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows: v

SECTION 1. 71.05 (6) (b) 34. of the statutes is created to.read:
71.05 (6) (b) 34. Any amount of basic, special, and incentive pay income or
compensation, as those terms are used in 37 USC chapters 3 and 5, received from the

federal government by a person who is a member of the U.S. armed forces, as defined

in 26 USC 7701 (a) (15), and is below the grade of commissioned officer, for services

performed for Operation Enduring Freedom. In this subdivision, “services
performed for Operation Enduring Freedom” means service in a unit of the U.S.
armed forces if all of the following‘apply: -ﬂ or T |2 ﬂ}st q0 ﬁlﬁk’/S v

a. The person is assigngg “t'o dutﬁhat theater of operations or the person is
activated for Operation Endu;mg Freedom.

b. The service occurs during the period that there is in effect a designation by
the president of the United States that the service is part of Operation Enduring
Freedom. |

SECTION 2. 71.05 (6) (b) 35. of the statutes is created to read:

71.05 (6) (b) 85. Up to $500 per month of basic, special, and incentive pay
income or compensation, as those terms are used in 37 USC chapters 3 and 5,
receiyed from the federal government by a persén who is a member of the U.S. armed

forces, as defined in 26 USC 7701 (a) (15), and is a commissioned officer, for services

performed for Operation Enduring Freedom. In this subdivision, “services
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BILL : SECTION 2

performed for Operation Enduring Freedom” means service in a unit of the U.S.
Lov at(east 40 days

- a. The person is assigned to duty/in that theater of operations or the person is
activated for Operation Enduring Freedom.

b. The service occurs during the period that there is in effect a designation by
the president of the United States that the service is part of Operation Enduring
Freedom. |

SECTION 3. 71.85 (3) (b) of the statutes is created to read:

71.85 (3) (b) Section 71.05 (6) (b) 34. or 35. may continue to accrue while the
taxpayer is in the Operation Enduring Freedom theater of operations and for 180
days after the i taxpayer leaves the Operation Enduring Freedom theater of
operations.

SECTION 4. Initial applicability.

(1) This act first applies to taxable years beginning on J anuary 1, 2001.

(END)




