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Fiscal Estimate Narratives
DOR 3/6/2024

LRB Number 23-5889/1 - |Introduction Number AB-1136  |Estimate Type Original

Description
tax exemption for certain retirement benefits received from the Wisconsin Refirement System

Assumptions Used in Arriving at Fiscal Estimate

This bill provides an income tax exemption for pension payments received from the Wisconsin Retirement
System (WRS) by protective occupation participants, correctional officers, and frontline workers. The bill
defines “frontline worker” to.mean an individual who was a state, county, or municipal employee with regular
job duties that, as determined by the Employment Relations Commission in consultation with the Department
of Revenue, included interacting with members of the public or with large populations of people or directly
involved the maintenance of public works. Elected state officials, constitutional officers, agency heads, and
legislative staff are excluded from the definition of “frontline worker.”

Under the bill, 25 percent of the pension payment received in 2024 is exempt; 50 percent of the payment
received in 2025 is exempt; 75 percent of the payment received in 2026 is exempt; and 100 percent of the
payment received in 2027 and thereafter is exempt. The bill provides that the amount exempted may not
exceed the portion of the pension payment that is attributable to the period of time during which the individual
was a protective occupation participant or frontline worker.

According to the Bureau of Labor Statistics Occupational Requirements Survey, approximately 79.2 percent of
civilian workers' jobs required interaction with the general public in 2023. Based on simulations using 2021
income tax returns adjusted for implementation years in the bill, and using the 79.2 percent figure to reflect the
share of WRS pension payments that qualify for exemption, the bill is expected to reduce revenue by $76
million in fiscal year 2025, $112 million in fiscal year 2026, $153 million in fiscal year 2027, and $182 million
annually beginning in fiscal year 2028.

To the extent that the definition of frontline worker used by the Employment Relations Commission is
significantly different from the one used in this estimate from the Occupational Requirements Survey, the fiscal
effect of the bill would also differ.

According to Department of Administration net tax reduction calculations related to the American Rescue Plan
Act (ARPA), the remaining margin for tax reductions before triggering potential SLFRF recoupment is $97.0
million for fiscal year 2024 and $326.6 million for fiscal year 2025. This bill would reduce these margins by the
amount of fiscal effect.

Long-Range Fiscal Implications
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