ASPASSED BY COMMITTEE
AMENDED

ARIZONA STATE SENATE
RESEARCH STAFF

TO: MEMBERS OF THE APPROPRIATIONS kg S%ﬁﬁ\C/JELgE'\SI Eii%ﬁ(zmwg
COM M I TTEE APPROPRIATIONS COMMITTEE
Telephone: (602) 926 -3171

DATE: February 13, 2015 Facsimile: (602) 926 -3833

SUBJECT: Strike everything amendment to S.B. 1060, relating military retirees; pension
exclusion amount

Purpose

Increases, from $2,500 to $3,000, the amount of military retired pay that can be subtracted in
calculating gross income for income tax purposes.

Background

After 20 years of service, retired members of the Army, Navy, Marine Corps and Air Force
are eligible to receive pension payments from the Federal government. The strike everything
amendment to S.B. 1060 would increase, from $2,500 to $3,000, the cap placed on the amount of
pension payments subtracted in calculating Arizona adjusted gross income for Arizona's retired
military personnel.

Anidentical bill, H.B. 2402, was introduced in 2014 and a fiscal note was prepared for that
bill. Using the most recent data from the U.S. Department of Defense at that time, it was estimated
that approximately $25.8 million in retirement and retainer pay received by Arizona military
retirees in FY 2012 was subject to state income tax between the current and proposed individual
caps. The amount was expected to grow to an estimated $26.3 million in income in FY 2015.
Using the average marginal individual income tax rate in TY 2011 (3.319%), the bill was estimated
to decrease state General Fund revenues by $(871,300) in FY 2015. However, the loss would be
different if the average marginal tax rate for military retirees differs from that of the average
taxpayer.

Provisions

1. Exempts benefits, annuities and pensions totaling not more than $3,000 received from retired or
retainer pay of the uniformed services of the United States.

2. States that this exemption is in lieu of the current maximum allowed exemption of $2,500 for
United States Government service retiree and disability pay.

3. Becomes effective on the general effective date, retroactive to January 1, 2015.
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Amendments Adopted by Committee

e Adopted the strike everything amendment.
Senate Action
APPROP 2/17/15 DPA/SE 8-0-0
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