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Fiscal Estimate Narratives
DOR 5/22/2023

LRB Number 23-297111 Introduction Number SB-0281 Estimate Type  Original

Description
exempting from taxation the pension benefits of certain federal employees

Assumptions Used in Arriving at Fiscal Estimate

Under current state law, social security benefits are exempt from Wisconsin income tax. Moreover, pensions
received by persons who were members of or retired from Milwaukee City and county retirement funds, the
state teachers’ retirement fund, and the federal civil service retirement system (CSRS) prior to January 1, 1964
are exempt from Wisconsin income tax. In addition, veterans’ pensions are exempt from Wisconsin income tax.

Wisconsin also exempts up to $5,000 of payments or distributions from a qualified retirement plan or individual
retirement account (IRA) if the claimant is at least 65 years of age and the claimant has federal adjusted gross
income of less than $15,000 in the year to which the claim relates ($30,000 for married joint filers).

Under federal law, until 1984, employment by the federal government was covered under CSRS and not by
social security. In 1984, the federal government created the Federal Employees Retirement System (FERS).
Federal employees who began working for the federal government in 1984 or later are covered by FERS
instead of CSRS. Some federal employees who had been covered by CSRS switched to FERS, and some
stayed in CSRS. Work under FERS is covered by social security. Federal employees who remained in CSRS
after 1983 are not covered by social security.

This bill provides a new exemption for payments received from CSRS, to the extent that such payments are
not already exempt. The exemption is limited to no more than $8,000 for 2023, but not capped for 2024 and
thereafter.

According to a January 2020 Congressional Research Service report on the federal employees' retirement
system, Wisconsin had 29,443 annuitants in FY18. Moreover, about 66.6% of annuitants were covered by
CSRS, suggesting about 19,609 CSRS annuitants. Based on a simulation of individuals with federal civil
service retirement income, adjusted for existing exclusions and FERS members, the bill will reduce revenue by
approximately $5.3 million in fiscal year 2024 and $19.4 million annually beginning in fiscal year 2025.

Because this bill reduces tax revenue, it may impact the state's maintenance of effort requirement under the

American Rescue Plan Act. The Dept of Administration should review this bill for this specific purpose to
provide further clarity on the matter.

Long-Range Fiscal implications
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exempting from taxation the pension benefits of certain federal employees

annualized fiscal effect):
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